Digitized  by  the  Internet  Archive 
in  2014 


https://archive.org/details/businessweek199105newy 


For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  miures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit 
erature,  art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 


BusinessWeek 


TEMBER  2,  1991 


A  McGR AW-HILL  PUBLICATION 


SPECIAL  REPORT 


\  j\J  Lu. 


J 


-J 


r)  1 

J  J, 


HOW  THE  BOTCHED  COUP  WILL  SPEED  SOVIET  REFORM 


In  medicine,  a  good  image 
is  imperative. 


Many  people  think  of  Hitachi  as  a  consumer 
electronics  company.  Which  is  true  —  to  a  point. 
Were  also  a  technological  leader  in  medicine. 
Business  equipment.  Science.  Industry.  Computers. 
Telecommunications. 

Our  20,000  products  include  everything  from 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  ( N !  RI)  systems. 

Take  MRI.  Its  the  m  -  t  significant  advancement 
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in  diagnostic  imaging  since  the  X-ray.  By  const 
ing  internal  images  of  the  human  body,  MRI 
enables  doctors  to  detect  problems  early  on  ar 
make  more  accurate  diagnoses. 

Hitachi  is  a  world  leader  in  high-resolutiorfl 
compact  MRI  equipment.  What's  remarkable,  \ 
ever,  is  that  MRI  equipment  only  begins  to  tell 
story  of  our  commitment  to  medicine. 

Our  involvement  encompasses  clinical 
analyzers.  Electron  microscopes.  X-ray  CT  sea 


The  same  goes  for  business. 


And  ultrasound  equipment. 

hances  are  you  already  use  Hitachi  facsimile 

ines.  You'd  be  in  good  company.  Some  of  the 

.'s  most  respected  companies  put  our  image 

ssing  technology  to  work  every  day. 

du  see,  our  unique  technological  advance- 

5  enable  businesspeople  to  quickly  and 

:ntly  transmit  photographs,  charts,  documents 

raphs  with  remarkable  clarity. 

iken  together,  Hitachi  is  a  people  company. 


Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

For  more  information  about  HIFAX,  call  toll-free 
1-800-HlTACHl.  (Applicable  within  U  S.  only) 

0  HITACHI 


WE  COVER  THE  WATERFRONT.  ALL,  223,000  MILES  OF  IT 

World  trade  in  goods  and  services  now  surpasses  $4  trillion  annually,  and  the  importers  and  exporters  Jem 
whom  the  AIG  Companies  provide  insurance  coverages  touch  virtually  every  coastline  in  the  world.  Ou] 
global  network  consists  of  people  with  deep  understanding  of  the  laws,  regulations,  customs  and  business 


actices  oj  the  countries  in  which  they  work.  As  well  as  local  insurance  markets  and  needs.  That's  why 
ultinational  businesses  can  rely  on  our  people  and  our  services.  In  the  seven  decades  since  our  founding, 
e've  built  a  global  network  in  130  countries  and  jurisdictions  that  could  not  be  duplicated  today.  At  any  cost. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 


\IG 
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The  botched  coup  will  speed  Soviet 
reform,  now  most  visibly  symbolized 
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HOW  THE  WEST  WAS  STUNNED 
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production 

Change  from  lost  week:  0  1  % 
Change  from  last  year:  -2.3% 

1967=100  {tour  week  moving  overage) 


LEADING 

Change  from  last  week:  -0.4% 
Change  from  lost  year:  -2.2% 


Aug  10 
210  5 


210 


Aug  3 
211. 3r 


The  production  index  rose  slightly  during  the  week  ended  Aug.  10.  Seasonally 
adjusted  auto  and  truck  output  bounced  back  sharply  after  temporary  plant  closings 
to  switch  to  1992  models  Electric  power,  rail-freight  traffic,  coal,  and  crude-oil 
refining  output  also  increased.  Steel,  lumber,  paper,  and  paperboard  production 
declined.  Before  calculation  of  the  four-week  moving  average,  the  index  jumped  to 
176  8,  from  173.8  in  the  previous  week 

BW  production  index  copyright  1  991  by  McGraw-Hill  Inc 


Aug  Dec  Apr.  An 

1990  1990  1991  199 

The  leading  index  continued  to  fall  during  the  week  ended  Aug.  10.  The  index  he 
been  declining  since  late  June,  dragged  down  by  a  sharp  fall  in  materials  price 
and  weakness  in  real  estate  loans  and  M2  growth  In  the  latest  week,  a  rise  i 
business  failures  and  slower  growth  in  real  estate  loans  and  M2  offset  higher  sroc 
prices,  lower  bond  yields,  and  a  smaller  rate  of  decline  in  materials  prices  Befor 
calculation  of  the  four-week  moving  average,  the  index  fell  to  209  5,  from  210  7. 
Leading  index  copyright  1  99 1  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS  I 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (8/1  7)  thous  of  net  tons 

1,654 

1,588# 

-14.0 

AUTOS  (8/17)  units 

100,993 

87,901  r# 

-4.4 

TRUCKS  (8/17)  units 

69  06  3 

51,796r# 

22.8 

ELECTRIC  POWER  (8/1  7)  millions  of  kilowatt-hours 

62,775 

64,086# 

0.0 

CRUDE-OIL  REFINING  (3/ 1 7)  thous  of  bhl /day 

13,786 

1 3,71 2# 

-2.4 

COAL  (8/10)thous  of  net  tons 

20,583# 

19,1 19 

1.9 

PAPERBOARD  (8/10)  thous.  of  tons 

805. 5# 

803  6r 

7  0 

PAPER  (8/10)  thous.  of  tons 

762. 0# 

7700r 

-1.7 

LUMBER  (8/10)  millions  of  ft. 

506  5" 

523  8 

5.9 

RAIL  FREIGHT  (8/1  0)  billions  of  ton-miles 

19. 9# 

19  3 

-2.9 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  VWVPA',  SFPA1,  Association 
of  American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (8/211 

137 

137 

146 

GERMAN  MARK  (8/21 ) 

1  76 

1.74 

1.55 

BRITISH  POUND  (8/21) 

1.67 

1  69 

1.95 

FRENCH  FRANC  (8/2 1  > 

5  96 

5.91 

5.21 

CANADIAN  DOLLAR  (8/211 

1.14 

1.15 

1.13 

SWISS  FRANC  (8/21) 

i  53 

1.52 

1.27 

MEXICAN  PESO  (8/211 

3  032 

3,026 

2,885 

Sources:  Mapr  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars. 

n  units  per  U 

S  dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (8/21)  S/troyoz 

356  300 

355  850 

-12.8 

STEEL  SCRAP  |8/20)#1  heavy,  $/ton 

94.00 

94  00 

-20.3 

FOODSTUFFS  (8/19)  index,  1967=100 

!  ?9  8 

203  0 

-7.2 

COPPER  (8/17)  c/lb. 

105  5 

106  4 

-23.4 

ALUMINUM  (8/17)  c/lb. 

57.9 

58.1 

-29.0 

WHEAT  (8/17)  #2  hard,  S/bu 

3.1 1 

3  03 

7.6 

COTTON  (8/1 7)  strict  low  middling  1-1/16  in  ,  C/lb. 

64  78 

69  ]  7 

-12.3 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 


1  LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Chan 
year  ai 

STOCK  PRICES  (8/16)  S&P500 

388.49 

388.54 

15 

CORPORATE  BOND  YIELD,  Aaa  (8/16) 

8.73% 

8.82% 

-6 

INDUSTRIAL  MATERIALS  PRICES  (8/16) 

96.4 

96  4 

8 

BUSINESS  FAILURES  (8/9) 

383 

348 

.32 

REAL  ESTATE  LOANS  (8/7)  billions 

$398  7 

$399  5r 

4 

MONEY  SUPPLY,  M2  (8/5)  billions 

$3,398.1 

$3,405. 3r 

3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/3)  thous 

408 

400 

!9 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (in 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor 
justs  data  on  business  failures  and  real  estate  loans 

dex:  1980=100),  Dun 
)ept  CIBCR  seasonally  a> 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Chang 
year  ag 

INDUSTRIAL  PRODUCTION  (July)  total  index 

107.6 

107  1, 

2 

CAPACITY  UTILIZATION  (July) 

79.7% 

79.5%r 

-A: 

RETAIL  SALES  (July)  billions 

$153  7 

$152.9r 

2  : 

REAL  GROSS  WEEKLY  PAY  (July) 

$254  89 

$258.50r 

-2.. 

Sources:  Federal  Reserve  Board,  Census  Bureou,  BLS 

B  Mil i i.\  il I ; 1 0 K liilHHHni 

Latest 
week 

Week 
ago 

%  Changt 
year  age 

MONEY  SUPPLY,  Ml  (8/5) 

$867  6 

$864.3r 

6.E 

BANKS'  BUSINESS  LOANS  (8/7) 

302.0 

303  6 

-7.5 

FREE  RESERVES  (8/7) 

1  61  r 

457r 

-41.5 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/7) 

143  5 

144.3 

-2.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions). 

ree  reserves. 

which  are  expressed  for  c 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yeai 
ago 

FEDERAL  FUNDS  (8/20) 

5.57% 

5.64% 

8.30% 

PRIME  (8/21) 

8  50 

8  50 

10  00 

COMMERCIAL  PAPER  3-MONTH  (8/20) 

5.62 

5  70 

7  98 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/2 1) 

5.56 

5  63 

8  09 

EURODOLLAR  3-MONTH  (8/17) 

5.61 

5.66 

7  93 

Sources:  Federal  Reserve  Board,  First  Boston 


"Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
1  -  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r  =  revised     NM  =  Not  meaningful 
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VINTAGE  GOLF  RETURNS 
TO  NAPA  VALLEY 


Palmer 


Trevino 


Player 


Rodriguez 


October  14-20, 1991 

Silverado  Country  Club  &  Resort  •  Napa,  California 


Be  a  part  of  the  tradition  when  the  world's  greatest  golfers  on  the 
Senior  PGA  Tout  play  in  the  third  annual  Transamerica  Senior 
Golf  Championship  on  Octoher  14-20,  1991. 
Intensity  turns  to  excitement  as  Lee  Trevino  defends  his  1990  title 
against  such  golfing  greats  as  Arnold  Palmer,  Gary  Player,  Miller  Barber, 
Bob  Charles,  Gene  Littler,  Chi  Chi  Rodriguez,  Orville  Moody  and  many 
more,  all  who  will  be  seeking  a  share  of  the  $500,000  winner's  purse. 

The  Tournament  will  be  held  at  the  prestigious  and  beautiful  Silverado 
Country  Club  and  Resort,  which  is  located  in  the  rolling  hills  of  Napa 
Valley.  Silverado  provides  a  picturesque  backdrop  for  the  competition 
and  is  ideally  suited  for  spectator  enjoyment.  Silverado's  6,632  yard, 
par  72  South  Course  is  one  of  Northern  California's  well  respected 
coutses  designed  hy  golf  course  architect  Robert  Trent  Jones  Jr 
Don't  miss  this  exttaordinary  opportunity  to  see  the  world's 
greatest  golfers  compete  in  a  poised  atmosphere. 


Buy  In  Advance  and  Save 

Order  one  of  the  many  ticket  plans  available  and  save  on  At-The- 
Gate  Ptices.  Also,  order  your  admission  early  and  save  even  mote.  These 
admission  plans  are  only  available  in  advance.  During  the  tournament, 
all  At-The-Gate  Prices  will  apply.  Tickets  are  subject  to  limited 
availability  so  call  now  and  order  to  insure  your  participation. 

Corporate  Hospitality 

Corporate  Hospitality  has  long  been  a  vehicle  for  corporate  image 
enhancement.  At  the  Transamerica  Senior  Golf  Championship  many 
exclusive  packages  are  available  to  meet  any  company's  entertainment 
needs  tor  groups  of  any  si:e  up  to  100.  Packages  are  limited  in  number 
so  contact  the  tournament  office  for  full  details  on  how  your  party  can 
have  its  own  hospitality  tent  and  become  an  integral  part  of  this 
extraordinary  event. 


Tournament  Information  Northern  California 

707-252-8687     TRANSAMERICA  800-635-9794 

SENIOR  GOLF  CHAMPIONSHIP 

Benefiting  Napa  Valley  Charities 


6A-CA 


GTE  WANTS  TO  HELP  KIDS 

With  Their  Calling. 


Entrepreneur.  Doctor.  Actor. 
Lawyer.  Engineer. 

Whatever  career  path  a  student 
chooses,  the  chances  of  walking  it 
successfully  improve  ten-fold  with 
a  quality  education.  That's  why 
GTE  created  programs  to  help  kids 
get  the  most  out  of  the  classroom, 
and  subsequently  get  the  most  out 
of  their  calling  in  life. 

Our  GIFT  program  (Growth 
Initiative  For  Teachers),  sends 
teachers  back  to  school,  to  master 
modern  learning  tools,  so  they  can 
help  students  master  them. 

Another,  Adopt  A  School,  en- 
courages our  own  employees  to  be 
volunteer  tutors,  by  donating  some 
of  their  extra  time  to  offer  kids  extra 
help  with  difficult  subjects. 

We've  also  created  the  GTE 
Academic  Ail-American  Endow- 
ment, which  awards  scholarships 
to  the  college  students  who  stand 
out  both  in  the  classroom  and  on 
the  playing  field. 

And  Common  Sense,  a  partner- 
ship program  with  the  National 
PTA,  helps  parents  help  kids  to  stay 
off  drugs,  and  stay  in  school. 

We're  proud  to  help  improve  the 
quality  of  education  for  America's 
students.  We  hope  our  efforts  will 
inspire  other  companies  to  do  the 
same.  The  way  we  see  it,  if  you're 
strengthening  today's  student, 
you're  strengthening  tomorrow's 
professional. 


THE  POWER  IS  ON 


The  only  pointer  you'll  need 
on  Windows  Computing. 


The  Microsoft*  Windows  graphical 
environment  has  become  incredibly  popular. 

And  not  surprisingly  the  best  way  to 
get  around  the  Windows  environment  and 
applications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
in  the  field,  so  to  speak,  you  could  say  it's 
become  an  industry  standard.  In  fact,  it's 
been  so  well  received,  it  has  even  won  the 
PC  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality. 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Microsoft 


®1991  Microsoft  Corporation  All  rights  named  Printed  in  the  USA  Inside  the  50  United  Stales,  call  1800)  5411261,  Dept.  R06.  outside  the  50  United  Slates,  call  (206)  936-8661  Customers  in  Canada,  call  1416)  568-3503  Microsoft  and  the 
Microsoft  logo  are  registered  trademarks  and  Making  it  all  make  sense,  the  Microsoft  Mouse  design  and  Windows  are  trademarks  of  Microsoft  Corporation.  The  Microsoft  Mouse  design  is  protected  by  US  Design  Patent  No  302,426. 
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WATER  IS  A 
DIRTY  WORD 


i  niccf 

Thousands  of  children  are  dying  from  drinking  ^JJ^pr 
unsanitary  water  every  day  and  we  need  your  help.  &  ^  \, 

Please  call  1-800-252-KIDS  to  find  out  how  you,  ~" 
your  friends  and  your  community  can  get  involved. 

You'll  be  helping  to  save  a  child's  life.  Please  call. 

A  future  for  every  child.  1-800-252-KIDS 

„  „;  ,  Dept.  211 

United  Stales  Committee  for  1 

unicef  4*. 
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United  Nations  Children's  Fund 

Agency:  MacNamara,  Clapp  &  Klein.  Inc. 
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IT'S  NOT  THE  STRIKERS 
WHO  NEED  PROTECTIOH 


Please  allow  me  to  put  the  problem  in 
perspective  ("You  can't  bargain 
with  a  striker  whose  job  is  no  more," 
Tup  ill'  the  News.  Aug.  •">).  When  one 
gets  into  a  fistfight,  which  a  strike  is, 
one  sizes  up  the  opposition.  If  the  oppo- 
nent is  bigger  and  tougher,  a  smart  per- 
son will  back  away.  However,  if  one 
chooses  to  wade  in  anyway  and  gets  a 
bloody  nose,  one  shouldn't  run  crying  to 
mama  (in  this  case  the  government). 

The  reason  for  allowing  strike  replace- 
ments to  become  "permanent"  employ- 
ees is  because  they  put  up  with  a  lot  of 
harassment  and  violence  when  they 
cross  a  picket  line.  No  right-thinking  in- 
dividual would  put  up  with  that  kind  of 
treatment  if  they  thought  they  would  be 
terminated  the  minute  a  strike  was  over. 

While  you  showed  employer  "wins"  in 
six  strikes,  how  about  the  hundreds  of 
small  employers  that  unions  have  put 
out  of  business  by  their  heavy-handed 
tactics?  It  is  utter  hooey  to  say  "take 
away  strikers'  jobs  and  you  take  away 
their  right  to  strike."  Unions  still  strike 
frequently,  thank  you! 

Philip  R.  Moore 
Snowmass  Village,  Colo. 

LIKE  EVERYONE  ELSE,  CABLE  IS  JUST 
PLAYIHC  TO  WIH  

The  article  "Why  cable  companies  are 
playing  so  rough"  (Media,  Aug.  12) 
correctly  points  out  that  "The  cable  in- 
dustry says  it  should  be  able  to  sell 
shows  to  whomever  it  pleases."  No  kid- 
ding! That  couldn't  be  more  correct.  And 
why  not?  When  cable  was  the  newcom- 
er, it  couldn't  find  programmers,  broad- 
casters, or  moviemakers  to  fill  all  its 
new,  empty  channels.  Therefore,  it  did 
what  every  entrepreneur  does:  It  creat- 
ed, or  backed,  its  own  channels.  The  ca- 
ble industry  made  the  investment,  which 
was  considered  foolhardy  if  you  recall 
all  the  news  and  business  magazine  cov- 
erage of  a  decade  ago  when  the  "Chick- 
en News  Network"  (CNN),  MTV,  C-SPAN, 
and  Black  Entertainment  Television 
started.  So  at  least  in  the  pages  of  a 
business  magazine,  shouldn't  cable  get 


the  returns?  Besides,  hasn't  anyone  at 
BUSINESS  WEEK  heard  of  copyright? 

I  also  enjoyed  the  "discussion"  of  ca- 
ble's alleged  legislative  prowess:  "Such 
past  legislative  victories  may  owe  some- 
thing to  the  $565,000  that  the  NCTA  lav- 
ished on  congressional  campaigns  in  the 
last  election."  Funny,  the  article  then 
doesn't  mention  how  much  the  regional 
Bell  operating  companies  spent.  Bet  it 
was  more. 

Paul  S.  Maxwell 
Editor  Emeritus 
Transmedia  Partners 
Denver 

THE  LATEST  FACTS 

ON  SAKS  

You  only  added  to  the  rumor  mill 
with  the  article  "Saks  Fifth  Avenue 
has  Seventh  Avenue  shaking"  (Top  of 
the  News,  Aug.  12).  While  you  reported 
that  one  factor,  Heller  Financial,  has 
stopped  recommending  Saks  to  its  cli- 
ents because  it  wants  more  financial  in- 
formation than  Saks,  a  private  company, 
will  disclose,  you  failed  to  say  that 
the  other  two  factors  mentioned  in  the 
story  reinstated  Saks  on  their  recom- 
mended list. 

In  offering  up  a  speculative  quote  that 
equity  in  Saks  may  have  been  "pulled 
out"  and  that  Saks  "didn't  make  its 
banking  covenants,"  you  overlook  the 
reality  that  the  equity  investment  made 
at  the  time  Saks  was  acquired  by  Invest- 
corp  International  remains  fully  intact. 
Moreover,  Saks  has  been  and  remains  in 
full  compliance  with  all  covenants,  in- 
cluding those  regarding  profitability,  net 
worth,  and  interest  coverage. 

And  pointing  out  the  staff  consolida- 
tion announced  last  fall  without  also  ac- 
knowledging the  $250  million  capital  in- 
vestment we  unveiled  at  the  same  time 
gives  the  mistaken  impression  that  we 
are  retrenching.  In  a  clear  vote  of  confi- 
dence, our  lenders  agreed  to  an  acceler- 
ated timetable  for  capital  spending  on 
remodeling  and  other  improvements. 

Also  overlooked  were  the  steps  taken 
to  significantly  reduce  our  bank  debt, 
including  a  triple-A  financing  backed  by 
Saks's  real  estate  assets  and  the  planned 
$100  million  prepayment  of  bank  debt 
this  fall  as  part  of  a  securitized  financ- 
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When  you  use  Zippo  products 
imprinted  with  your  logo  or 
trademark,  you're  giving  some- 
thing special.  We  offer  a  variety 
of  business  gift  items  perfectly 
suited  for  sales  and  service 
awards  and  other  special  re- 
cognitions. Products  to  choose  from 
include  writing  instruments,  rules, 
knives,  key  holders,  wood  desk  items 
and  the  famous  Zippo  lighter,  etc. 
Each  product  is  made  in  America  and 
has  a  lifetime  guarantee.  When 
inquiring,  please  include  your  business 
letterhead  or  calling  card. 

And  you  thought  we  only  made  lighters. 


zippq 


ZIPPO  MANUFACTURING  COMPANY 

BRADFORD,  PENNSYLVANIA  16701 

Phor     814-362-4541  Fax:  814-362-3598 

IN  CANADA:  ZIPPO  MFG  CO.  OF  CANADA  LTD  , 

NIAGARA  FALLS,  ONTARIO 


ing  backed  by  our  accounts  receivab,. 

Like  our  capitalization,  our  67-ytr 
heritage  of  excellent  relationships  w| 
vendors  and  factors,  not  to  mention  ci 
tradition  of  always  paying  our  bills  a 
time,  remains  strong. 

Melvin  Jacobs,  Chairmii 
Saks  Fifth  Avenjj 
New  Yol 

Editor's  note:  The  two  factors  who  1 
instated  Saks  did  so  after  our  stol 
went  to  press.  In  interviews  wii 
BUSINESS  WEEK,  Saks  executives  a\ 
not  mention  a  plan  to  prepay  $1\ 
million  in  bank  debt. 

LOOKING  FOR  A  QUARTERBACK? 
CHECK  THE  BENCH  FIRST 


Regarding  your  story  "CEO  wante 
No  insiders,  please"  (The  Corpoi  its' 
tion,  Aug.  12),  all  the  credible  eviden 
points  toward  the  selection  of  an  insid 
vs.  an  outsider  as  CEO.  Insiders  can  tu 
around  companies  and  change  cultur 
as  well  as  outsiders  (John  Welch  J 
General  Electric;  August  Busch  III,  A 
heuser-Busch;  James  Houghton,  Co 
ning).  In  fact,  insiders  usually  kno 
much  more  about  what  needs  to  be  dor 
to  improve  organizational  performance 
The  deeper-seated  problem  lies  in  cor 
panies'  failure  to  attract,  retain,  and  d 
velop  their  own  management  talen 
Boards  should  take  a  more  active  role 
developing  their  companies'  bene 
strength.  Then,  maybe  they  won't  t 
looking  for  quick-fix  cures  by  outsider 
Stanley  D.  Trusk 
Presider 

Management  Science  &  Developmer 
Pittsburg 


PUBLIC  FUNDS  FOR  PRIVATE 
SCHOOLS  ENRICH  THE  RICH 


Ii!1;' 


i 


V 


In  "Public  funds  for  religious  schoo 
would  be  no  sin"  (Economic  Viev 
point,  July  15),  the  bottom  line  of  "free 
market"  choice  is  that  it  will  allow  elit 
private  schools  to  select  the  best  sti 
dents  and  further  enhance  their  pre 
grams  with  public  funding,  while  publi 
schools  will  be  left  to  deal  with  trouble  [|| 
some  students  with  decreased  funding 
Choice  is  but  a  code  word  for  anothe 
program  to  widen  the  ever-increasinj 
gap  between  the  rich  and  the  poor. 

W.  Allen  Sander; 
Baptist  Joint  Committei 
Washingtoi 


Letters  to  the  Editor  should  be  sent  to  Reader 
Report,  Business  Week,  1221  Avenue  of  the  Ameri 
cas,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in 
elude  an  address  and  daytime  and  evening  tele 
phone  numbers.  We  reserve  the  right  to  edit  letter 
for  clarity  and  space. 


"TASTE  OUR  DELICIOUS  BEEF 
AND  YOU'LL  NEVER  WANT  TO  EAT  STORE 
BOUGHT  BEEF  AGAIN ! " 


"Delivered  from  my  ranch  in  Montana 
directly  to  your  front  door. " 


I  >.ar  Friend, 

I 

You  know  the  difference  between  a  luscious  homegrown  tomato 
J  a  yucky  store-bought  one.  Well,  the  difference  in  taste  between 
r  Double  LL  beef  and  tasteless  store-bought  brands  is  even  more 
imatic. 

Store-bought  beef  is  shipped  by  train  or  truck  to  warehouses  and 
ises  through  many  hands  before  ending  up  in  the  meat  case 
Our  beef  is  raised  on  corn  and  grains.   Our  USDA-  inspected 
ckinghouse  vacuum  packs,  flash  freezes,  and  ships  your  order  to  you 
UPS  air. 

Another  way  to  tell  the  difference  between  Double  LL  beef  and  most  supermarket  beef  is  by  its  color.  Supermarket  beef 
it  has  been  wrapped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beef.  In  fact,  the  bright  red  color  of 
^ermarket  beef  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beef s  naturally  darker  color 
iicates  that  oxygen  has  been  kept  out,  yet  its  moisture  has  been  retained  for  more  flavorful  cooking. 

Our  cattle  are  range  fed  on  pastureland,  and  then  supplemented  with  homegrown  corn  and  grains.  And  we  offer  only  the 
test  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  filet  mignons,  tender  T-  bone  steaks,  and  lean  sirloins.  We  guarantee 
at  Double  LL  beef  will  arrive  within  two  days  of  shipment  in  perfect  condition  and  perfectly  aged.  Our  beef  is  priced  at  less 
an  ordinary  mail-order  beef.  If  you  join  our  club  we  automatically  bill  your  major  credit  card,  but  you 
can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  for  Shelia,  Wanda.  Debbie,  or  me. 
Look  forward  to  hearing  from  you. 


delivered  from  my  17,000  acre  ranch,  in 
lontana  directly  to  your  front  door. " 


Sincerely , 

DOUBLE  LL  RANCH 


LINDA  LEON 


aublsT, 


Healthful  Monthly  Plan  for  1-2  People: 

2  Rib  Steaks  ( 16-18  oz.  each) 
2  T-Bone  Steaks  (16-18  oz.  each) 
2  Top  Sirloin  Steaks  ( 10  oz.  each) 
2  Filet  Mignons  (  6  oz.  each) 
ONLY  $89.50  +  $9.50  for  handling  &  shipping. 

CHOOSE  FROM  12  OTHER  ASSORTMENTS- 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


FOR  MORE  INFORMATION  CALL  TOLL  FREE  1-800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Dept.  A,  Star  Route,  Worden,  Montana,  59088 
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WHICH  SIDE  ARE  YOU  ON? 

By  Thomas  Geoghegan 

Farrar,  Straus  &  Giroux  •  287pp  •  $19.95 


JOE  HARVARD 
DEFENDS  JOE  HILL 


Organized  labor  is  a  distinctly  un- 
fashionable subject  these  days. 
So  most  readers  might  feel  little 
temptation  to  pick  up  a  book  that  medi- 
tates on  the  present  state  of  unions  in 
the  U.  S.  But  Thomas  Geoghegan's 
Which  Side  Are  You  On?  is  so  skillfully 
written,  so  witty — and  so  scathing — that 
it  seems  bound  to  grip  even  those  who 
find  the  labor  movement  boring. 

A  lawyer  who  has  worked  with  unions 
for  two  decades,  Geoghegan  has  written 
a  highly  personal  book  that  is  part  mem- 
oir, part  history,  and  part  puzzled  soul- 
searching  about  why  this 
privileged  product  of  the 
Ivy  League  should  spend 
his  life  with  such  a  down- 
market, unpopular  crowd. 

He  makes  no  pretense 
of  objectivity.  But  his  en- 
tertaining reflections 
skewer  everyone  in  sight. 
He  lambasts  Reaganom- 
ics  and  corporate  execu- 
tives for  the  massive  lay- 
offs and  concessions  that 
weakened  unionism  in  the 
1980s.  At  the  same  time, 
having  logged  countless 
hours  in  "the  cellar  of 
American  labor"  repre- 
senting rank-and-file  dissi- 
dents, he  condemns  auto- 
cratic labor  bosses  who 
still  run  many  unions  like  fiefdoms. 

Geoghegan  (pronounced  GAY-gan) 
even  brings  his  sardonic  humor  to  bear 
on  himself.  The  42-year-old  Harvard  law 
school  graduate  didn't  exactly  choose 
the  life  of  a  labor  activist.  Moping 
around  his  college  room  one  day  after 
his  girlfriend  dumped  him,  Geoghegan 
was  approached  by  a  friend  who  knew 
someone  working  with  dissidents  in  the 
United  Mine  Workers  (UMW),  then  in  the 
midst  of  government-supervised  elec- 
tions after  the  murder  of  its  president, 
Joseph  A.  "Jock"  Yablonski.  The  dissi- 
dents needed  volunteers  to  travel  to 
Pennsylvania  to  watch  the  polls.  Reluc- 
tantly, Geoghegan  agreed. 

The  next  thing  he  knew,  he  was  out- 
side a  union  hall  in  Pennsylvania  coal 
country,  nose  to  nose  with  union  goons 
who  demanded  to  know  ■  hy  he  was 
there.  "And  what  could  I  s.  y'l"  Geoghe- 
gan writes.  "I  could  hardly  say  I  was  up 


here  grieving  over  a  junior  at  Radcliffe." 

The  rank-and-file  group  won,  and 
Geoghegan  was  inspired  to  become  a 
UMW  staff  lawyer.  Soon  he  developed  a 
sympathy  for  union  rebels.  A  few  years 
later,  after  the  umw's  old  guard  re- 
gained power,  Geoghegan  left  to  join  an- 
other rabble-rouser,  Ed  Sadlowski,  who 
was  running  for  the  presidency  of  the 
United  Steelworkers.  Sadlowski  lost,  but 
Geoghegan  fondly  recalls  his  style:  "He 
could  say  the  word  'Boss'  with  fifty-five 
different  nuances  of  contempt." 

Geoghegan   also   represented  the 


^Jeoghegan  blasts 
Reaganomics  for 
labor's  plight — but 
also  cites  autocratic 
union  bosses 


WHICH 

SiD£AR0 
YOU  ON? 

tlTIHG  10  If  FOR  IIIOI 
ffMd  IT'S  'id  01  ITS  I1CI 


THOMAS  Gc'OGHi'GAN 


Teamsters  for  a  Democratic  Union,  a 
rank-and-file  reform  group  that  has 
spent  15  years  battling  mob-influenced 
Teamsters  leaders.  And  during  the  Rea- 
gan era,  he  put  in  seven  long  years  val- 
iantly— and  in  the  end  successfully — 
helping  2,500  former  International  Har- 
vester Co.  workers  who  had  lost  their 
pensions  after  IH  sold  a  steel  mill  to  a 
tiny  company  that  promptly  went  bank- 
rupt. "The  deal  was  so  mean,  so  vile," 
Geoghegan  asserts,  "that  even  the  in- 
vestment bankers  gagged." 

He  has  few  kind  words  for  Corporate 
America.  But  he  doesn't  just  rail.  In- 
stead, he  asks  insightfully  why  execu- 
tives let  Reaganomics  knock  the  stuff- 
ing out  of  entire  industries.  After  all,  it 
now  seems  that  managers  who  in  the 
early  1980s  blamed  the  lack  of  U.  S.  com- 
petitiveness on  the  high  cost  of  capital 
and  labor  were  wrong.  These  factors  re- 
sulted from  the  high  dollar,  and  when  it 


fell  in  1986,  so  did  the  relative  price| 
money  and  labor.  U.  S.  manufactur 
then  faced  the  real  culprits  in  their  l'j] 
ing  battle  with  foreign  rivals:  lagg: 
productivity  gains  and  poor  quality,  f 
by  then,  industries  such  as  steel  and 
tos  had  lost  market  share  and  hundrti 
of  thousands  of  jobs.  "And  it  was  1 
maddening  because  everyone  knew  til 
the  dollar  would  come  back  down  . .  I 
writes  Geoghegan.  "To  me,  it  was  a  rrl 
acle  there  was  never  a  riot." 

One  of  Geoghegan's  most  original 
sights  is  his  analysis  of  how  the  sta 
for  labor's  decline  was  set  long  befc 
President  Reagan  made  antiunionis 
popular.  Yes,  Reagan  encouraged  co 
panies  to  bust  unions  by  breaking  t 
air-traffic  controllers  in  1981.  Bi 
Geoghehan  maintains,  labor  had  be 
stripped  of  its  ability  to  fight  back  wh 
Congress  passed  the  Taft-Hartley  Act 
1947,  outlawing  mass  picketing  and  st 
ondary  strikes.  This  blunted  the  19 
Wagner  Act,  which  leg; 
ized  organizing  and  esta 
lished  the  right  to  strik 
It  didn't  really  matte 
Geoghegan  says,  until  tl 
1960s,  when  managers  b 
gan  attacking  unions, 
took  employers  twen 
years  to  realize,  at  las 
how  far  they  could  go 
he  writes. 

Geoghegan  doesn't  lit 
many  top  union  leader 
He  sees  most  as  eager 
squelch  any  challenge  1 
their  power  or  perks.  H 
retically,  however,  h 
seems  to  think  the  coui 
try  needs  more  leader 
like  John  L.  Lewis,  wh 
led  the  Mine  Workers  fc 
40  years — bullying  everyone  from  unio 
members  to  U.  S.  Presidents.  Lev/is  als 
helped  create  "an  economy  in  whic 
wages  were  continually  being  raised, 
says  Geoghegan.  When  people  speak  c 
the  current  "triumph  of  capitalism,"  h 
argues,  they  are  referring  not  to  capita 
ism  as  classically  defined,  but  to  "th 
mixed  economy  of  pensions,  health  ir 
surance,  cost-of-living  allowances,  tha 
we  owe,  at  least  arguably,  to  some  e> 
tent,  to  .  .  .John  L.  Lewis." 

Although  Geoghegan  often  lapses  int> 
gloomy  sarcasm,  his  concern  for  the  pec 
pie  he  represents  shines  through.  As  h 
poignantly  describes  how  his  clients  los 
their  pensions  to  unscrupulous  compa 
nies  or  their  limbs  in  unsafe  factories 
you  feel  a  compassion  for  ordinary 
working  people  that's  been  all  too  ran 
in  these  United  States  for  a  long  time 
BY  AARON  BERNSTEIh 
Bernstein  is  BW's  labor  editor. 
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If  Any  Ribbon 

IsQK,WhyDid 

YjuBuyAn 
WT^ewriter? 

If  you  just  wanted  to  make  marks  on  paper,  you  could  have  purchased  any  typewriter.  But  you 
didn't.  You  bought  an  IBM  typewriter  for  its  performance  and  reliability. 

Now,  the  question  is:  are  you  putting  one  of  our  IBM  ribbons  in  it?  If  not,  you  may  not  be  getting 
the  very  qualities  for  which  you  paid.  IBM  ribbons  are  the  genuine  articles,  designed  and  manufactured 
as  part  of  the  machines  they  fit. 


You  want  high  performance?  Some  of 
our  ribbons  yield  up  to  240%  more  characters 
than  other  ribbons.  You  want  reliability?  When 
was  the  last  time  you  had  an  IBM  ribbon  that 
didn't  work?  Now  that  you've  bought  the  best, 
make  sure  you  get  your  money's  worth. 

We're  Lexmark,  exclusive  manufacturer 
of  original  IBM  typewriter  ribbons.  For  more 
information,  to  order  products  or  to  find  the 
dealer  nearest  you,  just  call  1-800-IBM-2468. 
(In  Canada,  call  1-800-465-1234.) 


Lexm^vrk* 

Exclusive  manufacturer  of  original 
IBM  typewriter  ribbons. 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  and  is  used  under  license  IBM  supplies  are  manufactured  and  distributed  by  Lexmark  International,  Inc  under  license  from 
International  Business  Machines  Corporation  Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1 99 1  Lexmark  International,  Inc 


Economic  Viewpoint 
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YOU  MIGHT  CALL  IT 

THE  BUSH-WHACKED  ECONOMY 


BY  PAUL  CRAIG  ROBERTS 


Even  with  a  tax 
hike  and  a  defense 
meltdown,  Bush  has 
produced  a  bigger 
deficit  than  Reagan 
did  with  a  tax  cut  and 
military  buildup. 
Darman  has  doubled 
his  deficit  projection, 
showing  the  budget 
deal  to  be  a  fraud 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


After  30  months  in  office,  President 
George  Bush  holds  the  record  for  the 
slowest  pace  of  economic  growth  since 
Franklin  D.  Roosevelt  more  than  a  half  cen- 
tury ago.  The  Bush-whacked  economy  has 
been  crawling  at  a  real  growth  rate  of  0.1% 
annually— and  that's  before  the  double-dip  re- 
cession that  looks  more  likely  than  a  strong  re- 
covery. 

Bush's  pollster,  Robert  M.  Teeter,  is  finding 
increased  public  concern  about  the  Adminis- 
tration's nonchalant  attitude  toward  economic 
performance.  He  is  now  locked  in  a  struggle 
for  the  President's  ear.  Teamed  up  against 
him  are  Budget  Director  Richard  G.  Darman 
and  Treasury  Secretary  Nicholas  F.  Brady.  It 
will  be  interesting  to  see  whether  Bush  listens 
to  Darman,  the  Darth  Vader  of  the  budget 
deal  and  the  economy,  or  to  the  voice  of  the 
people  as  picked  up  by  Teeter's  polls. 

The  recession  of  1990-91  could  have  been 
avoided.  It  came  about  because  the  Bush  Ad- 
ministration decided  to  finance  the  growth  of 
regulation  and  spending  instead  of  the  growth 
of  the  economy.  Regulation  has  exploded— in 
the  environmental,  physical  disability,  and  fi- 
nancial areas— and  is  hurting  many  voters  as 
well  as  the  economy.  Spending  took  a  sharp 
turn  upward  in  1989  and  again  in  1991,  while 
revenue  growth  fell  off  because  of  the  shrink- 
ing economy.  In  July's  midyear  review  of  the 
budget,  Darman  had  to  raise  the  1992  deficit 
estimate  to  $348  billion,  a  new  record.  So 
much  for  the  infamous  Bush  tax  increase  that 
was  supposed  to  guarantee  a  lower  deficit. 
realism.  Now,  officials  speak  of  a  "January 
surprise"— when  the  budget  will  again  be  esti- 
mated. Unlike  the  Reagan  deficits,  which  were 
partially  offset  by  state  and  local  surpluses, 
the  federal  deficits  of  the  1990s  are  worsened 
by  state  and  local  deficits.  As  states  and  lo- 
calities raise  federally  deductible  income  and 
property  taxes  in  order  to  abide  by  their 
statutory  proscriptions  against  red  ink,  the 
federal  deficit  can  only  grow  larger. 

Just  as  supply-side  economists  predicted, 
the  abandonment  of  a  low-tax,  high-growth 
policy  is  resulting  in  larger  budget  deficits. 
Only  nine  months  after  last  fall's  budget  agree- 
ment, Darman  has  been  forced  to  admit  that 
the  five-year  deficit  projection  has  actually 
doubled,  to  more  than  $1  trillion. 

Last  November,  when  Bush  was  enjoying 
pundits'  praise  for  his  "realism"  in  rejecting  the 
"myth"  that  economic  growth  could  reduce  the 
deficit,  Administration  officials  seized  the  op- 
portunity to  put  as  much  distance  as  possible 
between  the  pragmatic  Mr.  Bush  and  the  in- 
flexible Mr.  Reagan.  The  vaunted  budget  deal 
is  revealed  as  a  fraud.  Bush  has  produced  a 


larger  deficit  with  a  tax  increase  and  defen 
meltdown  than  Reagan  achieved  with  a  tax  c 
and  defense  buildup. 

Although  you  would  never  know  it  fr( 
Oval  Office  policy  decisions,  slowing  the  ecc 
omy  doesn't  slow  the  deficit.  The  White  Hou 
will  redouble  its  pressure  on  Federal  Reser 
Board  Chairman  Alan  Greenspan  to  ease,  t 
easy  money  cannot  offset  excessive  regul 
tion  and  taxation.  And  unless  the  relationsh 
between  M2  money  growth  and  gross  natioi 
product  has  mysteriously  changed,  it  is  t 
late  for  the  Fed  to  boost  the  1992  economy 
brain-dead.  U.  S.  Chamber  of  Commerce  e 
nomic  forecaster  William  K.  MacReynol 
notes  that  the  slow  growth  in  money  supp 
already  experienced  in  1991  will  make  a  go 
showing  in  1992  all  but  impossible.  If  the  A 
ministration  has  to  revise  its  real-economi 
growth  forecast  downward,  the  deficit  w 
take  another  turn  for  the  worse. 

It  is  ironic  that  the  "pragmatic"  Repub 
cans  who  put  deficit  reduction  first  have  reel 
in  the  biggest  deficit  ever.  Tax-rate  redu 
tions  may  not  pay  for  themselves,  but 
stimulating  the  economy,  they  raise  more  re 
enues  than  tax  hikes.  None  of  the  tax 
creases  of  the  past  decade  succeeded  in  r 
ducing  the  deficit.  As  the  government  recent 
conceded,  the  expected  revenues  from  the  t 
increase  aren't  being  realized.  The  failure 
the  budget  deal  to  reduce  the  deficit  has  le 
the  Laffer  Curve  with  more  credibility  tha 
the  government's  static  revenue  estimates 

Today,  the  GOP  is  as  brain-dead  on  econo 
ic  policy  as  it  was  before  1977,  when  Jack 
Kemp  became  its  economic  voice  and  revive 
its  fortunes.  Kemp's  talent  is  now  being  was 
ed  in  managing  the  huge  bureaucracy  know 
as  the  Housing  &  Urban  Development  Dept 
Darman  and  the  rest  of  Bush's  economic  tear 
cling  to  traditional  Republican  economic  doc 
trine,  which  holds  that  the  key  to  expansion  i 
a  lowering  of  interest  rates  achieved  througl 
reduction  of  the  budget  deficit,  yet  this  sami 
team  creates  ever  bigger  deficits  by  weaken 
ing  the  economy. 

The  Republican  Establishment  is  blinded  t 
this  paradox  by  its  envy  of  outsider  Ronak 
Reagan's  success.  Traumatized  by  the  uncoutl 
outsiders  without  l\\  League  pedigrees  wh< 
seized  control  of  the  party,  Republican  mod 
erates  are  endeavoring  to  improve  their  image 
with  the  media  by  distancing  themselves  a.' 
much  as  possible  from  Reagan.  If  Bob  Teeter'i 
samplings  of  public  opinion  don't  persuade 
Bush  to  return  to  a  Reaganite  pro-growth  pol 
icy,  the  only  thing  that  stands  between  the1 
GOP  Establishment  and  failure  is  the  ever 
greater  incompetence  of  the  Democratic  Party 
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ECONOMIC  VIEWPOM 


They  Used  To  Have  A  Nice  Office  Reserved 
For  Those  Who  Suggested  That  A  Company 
Actually  Help  The  Competition. 


Go  ahead.  Call  us  crazy. 
Crazy  to  believe  that  our  industry 
will  be  healthier  -  and  our  customers 

much  better  off  -  if  we  all  work 
to  cooperate  rather  than  compete. 
Crazy  to  establish  the  first 
Technical  Support  Alliance, 
a  group  of  hardware  and  software 

manufacturers  (among  them, 
some  of  our  archest  rivals)  with  just 
one  mission:  to  help  people 
solve  their  service  problems. 
Whether  the  problem  is  with 
IBM,  Microsoft,  Novell,  or 
any  other  member  of  the  alliance. 
Sure.  Call  us  crazy.  But  before 
you  do,  remember  this: 
more  different  kinds  of  computers 

talk  to  each  other  through 
Novell  NetWare"  than  any  other 
network  software  in  the  world. 
Which  means  we'll  be  pleading  insanity 
for  years,  and  years  to  come. 


INOVEL  L 


The  Past,  Present,  and  Future  of 
Network  Computing. 


conomic  Trends 


BY  GENE  KORETZ 


HOW  THE  CAR-LEASING 

EXPLOSION 

BURNS  UNCLE  SAM 


Don't  look  now,  but  the  cost  of  leas- 
ing a  new  car  is  becoming  increas- 
ingly attractive.  In  Manhattan,  for  ex- 
ample, it's  now  possible  to  lease  a  new 
car,  such  as  a  Honda  Accord,  for  under 
$200  a  month  with  almost  no  money 
down— less  than  the  cost  of  garaging 
the  vehicle  in  a  decent  neighborhood. 

Auto  leasing  is  the  latest  tactic  adopt- 
ed by  auto  companies  to  move  vehicles 
in  a  sluggish  market.  As  economist 
Richard  B.  Berner  of  Salomon  Brothers 
Inc.  notes,  auto-finance  companies,  main- 
ly owned  by  big  auto  makers,  "have  re- 
cently sharply  lowered  their  lease  fi- 
nancing rates  relative  to  the  rates  on 
traditional  car  loans."  He  figures  that 


THE  BIG  SURGE 
IN  AUTO  LEASING 


DEC  90  JAN/91  FEB.      MAR  APR 
A  BILLIONS  OF  DOLLARS,  SEASONALLY  ADJUSTED 
•  OUTSTANDING  FINANCE  COMPANY  RECEIVABLES 
INCLUDES  BOTH  BUSINESS  AND  INDIVIDUAL  LEASES 

DATA:  FEDERAL  RESERVE 


MAY  JUNE 


such  low  terms  have  helped  cut  month- 
ly payments  to  as  low  as  60%  of  those 
faced  by  someone  financing  a  purchase. 

The  upshot  is  an  accelerating  surge  in 
leasing  activity— and  new  problems  for 
economists  seeking  to  assess  the  mean- 
ing of  trends  in  such  familiar  statistics 
as  installment  credit.  Industry  analysts 
estimate  that  1.3  million  autos  and  light 
trucks  will  be  leased  this  year,  about  a 
fifth  more  than  last  year  and  more  than 
double  the  number  in  1985. 

Because  auto  leasing  is  considered  a 
business  activity,  it  isn't  reflected  in  con- 
sumer-credit tallies.  Thus,  increased  leas- 
ing tends  to  exacerbate  the  reported 
weakness  in  household  installment  bor- 
rowing. While  the  automotive  compo- 
nent of  consumer  credit  has  declined 
S10.4  billion  since  December,  auto-leasing 
receivables  of  finance  companies  have 
risen  $2.5  billion.  "It's  not  a  big  problem 


yet,"  says  Berner,  "but  it's  growing." 

Leasing  cuts  monthly  payments  pri- 
marily because  consumers  finance  only 
the  difference  between  the  present  value 
of  the  car  and  its  value  when  the  lease 
expires  (at  which  point  they  either  re- 
turn it  or  buy  it  for  its  "residual"  value). 
But  tax  benefits  enjoyed  by  companies 
can  also  be  shared  with  consumers. 

A  leasing  company  can  depreciate  a 
car  on  an  accelerated  basis  over  five 
years,  for  example.  And  companies  also 
deduct  sales  taxes  and  borrowing  costs 
against  higher  income  tax  rates  than 
those  imposed  on  individuals,  so  these 
items  are  less  costly  to  them.  Such  sav- 
ings can  be  translated  into  sweetened 
lease  terms  for  consumers.  The  upshot, 
says  Bemer,  is  that  Uncle  Sam  has  been 
shouldering  a  big  part  of  the  cost  of  the 
low  monthly  lease  payments  offered  to 
consumers,  although  auto  makers  admit 
they  have  been  paying  subsidies  to  their 
finance  units,  as  well. 

Even  with  Uncle  Sam's  help,  however, 
leasing  is  a  risky  tack  for  auto  makers. 
The  biggest  risk,  say  experts,  is  overly 
optimistic  projections  of  the  resale  value 
of  cars  when  leases  expire.  According  to 
one  recent  survey  of  banks  and  finance 
companies,  about  thi-ee-quaiters  of  those 
surveyed  lost  over  $500  per  resold  car 
last  year,  largely  because  of  rosy  pro- 
jections of  resale  values. 


THERE'S  MORE  CASH  IN 
CHECKING  ACCOUNTS, 
BUT  NOT  FOR  SPENDING 


Many  monetary  observers  have 
been  downplaying  the  recent  de- 
cline in  the  M2  money  supply,  arguing 
that  it  reflects  a  shift  of  funds  out  of 
low-paying  bank  certificates  of  deposit 
rather  than  monetary  restraint.  The  real 
action,  say  these  experts,  is  in  the  nar- 
rower monetary  aggregate  dubbed  Ml. 

Ml,  which  consists  of  currency  and 
checking  accounts  but  not  the  savings 
and  term  deposits  also  counted  in  M2,  is 
the  most  liquid  part  of  the  money  sup- 
ply. And  the  fact  that  Ml  has  grown  at 
a  heady  8.6%  annual  rate  over  the  past 
three  months,  claim  many  observers,  in- 
dicates that  money  is  in  ample  supply  to 
fuel  the  recovery. 

It  ain't  necessarily  so,  warns  economist 
Nancy  Lazar  of  International  Strategy  & 
Investment  Group  Inc.  She  notes  that 
the  turnover  rate  of  checking  accounts, 
which  account  for  70%  of  Ml,  has  de- 
clined sharply,  even  as  balances  in  such 
accounts  have  started  surging.  In  shoi't, 
the  rise  in  Ml  isn't  matched  by  a  pickup 
in  transactions. 

What's  really  happening?  Lazar  points 


out  that  more  than  half  of  all  checki 
accounts  counted  in  Ml  earn  interel 
and  that  the  difference  between  t| 
rates  paid  on  such  accounts  and  thoj 
paid  on  higher-yielding  six-month  to  oil 
year  CDs  has  narrowed  considerabj 
"Apparently,"  says  Lazar,  "a  lot  of  peon 
are  choosing  to  park  their  savings  I 
Ml  because  short  rates  are  so  low,  aj 
they're  not  losing  much  in  interest."  I 


ANOTHER  WAY  THE 
S&L  CRISIS 
HURTS  TAXPAYERS 


Accoi'ding  to  current  estimates,  t| 
ultimate  cost  of  the  savings  a 
loan  crisis  to  U.  S.  taxpayers  could  w 
exceed  $200  billion.  But  as  economis 
John  B.  Shoven,  Scott  B.  Smart,  a 
Joel  Waldfogel  note  in  a  new  Natio 
Bureau  of  Economic  Research  worki 
paper,  the  real  bill  could  be  a  lot  high 
That's  because  owners  and  manage 
of  troubled  thrifts  in  the  1980s  offer 
higher  and  higher  rates  to  attract  d 
positors.  In  essence,  the  study  argu 
that  such  certificates  of  deposit,  whi 
were  covered  by  federal  deposit  insu 
ance,  functioned  as  risk-free  substitute 
for  Treasury  securities,  exerting  upwai 
pressure  on  rates  on  government  debt 
To  be  sure,  federal  deficits,  tig! 
money,  and  volatile  inflation  probabl 
played  a  much  larger  part  in  causin 
the  500  basis-point  shift  in  real  Tre; 
sury  bill  rates  during  the  1980s.  Bi 
even  if  only  one-tenth  of  that  rise  was 
result  of  the  thrift  crisis,  the  study  e: 
timates  that  the  increased  cost  of  f 
nancing  the  public  debt  would  still  com 
to  a  cool  $50  billion. 


WHY  A  STRONGER 
GREENBACK  MAY  NOT 
SLOW  EXPORTS 


on't  assume  dollar  strength  ensure 
a  worsening  of  America's  expor 
performance  in  coming  months.  Economis 
Mitchell  Held  of  Smith  Barney,  Harri 
Upham  &  Co.  notes  that  the  greenback 
rise  has  been  concentrated  against  Eu 
ropean  currencies.  And  Europe  take; 
less  than  30%  of  U.  S.  exports,  whil 
"70%  go  to  nations  where  the  dollar' 
recent  rise  has  been  tepid,  at  best. 
Canada  accounts  for  20%  of  U.  S.  ex 
ports,  for  example,  and  the  dollar  is  ac 
tually  down  against  its  Canadian  coun 
terpart  this  year.  As  for  the  two  nex 
largest  importers  of  U.  S.  goods,  the  do! 
lar  is  up  only  3%  against  the  Japanese] 
yen  and  2%  against  the  Mexican  peso 
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ECONOMIC  TREN 


FOR  THE  LAST  23  YEARS, 
OUR  FORKLIFTS  HAVE  BEEN 
MAKING  THE  KIND  OF  STACKS 
COMPANIES  CAN  APPRECIATE. 


Since  1967  Toyota  forklifts  have  been  engineered  to 
help  companies  save  money  by  nurturing  the  uptime  and 
outsmarting  the  downtime.  You'll  find  Toyota  forklifts 
handling  raw  materials  to  finished  products  in  a  multitude 
of  industries. 

Today,  Toyota  builds  a  full  line  of  forklifts,  in  a  wide 
range  of  sizes  and  load  capacities,  many  of  which  are 
built  in  the  U.S.  And  every  forklift  we  make,  from 
1,200  lb.  to  33,000  lb.,  cushion  tire  to  pneumatic,  LPG 
to  diesel  and  electric,  is  backed  by  a  comprehensive 
limited  warranty.* 

So  put  Toyota  to  work  for  you.  Call  (800)  556-1234, 
ext.  80,  or  in  CA  (800)  441-2345,  ext.  80.  Dealers  in 
134  locations  nationwide  will  give  you  a  demonstration, 
and  show  you  stacks  of  TOYOTA 
reasons  to  go  with  Toyota. 


INDUSTRIAL  EQUIPMENT 


T/f£  Hf/A/At/AtG  TEAM 


*0ne  year  or  2,000  hours  on  the  entire  forklift.  Two  years  or  4,000  hours  on  the  drivetroin. 
See  your  Toyoto  Dealer  for  complete  details. 

©1991  loyota  Industrial  Equipment,  A  Division  of  Toyota  Motor  Sales,  U.S.A.,  Inc. 
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Residence  Inn  is  nc 

Please  excuse  the  flag  waving,  but  we  now  have  over  160  locations  acr1 
the  country  Designed  for  extended  stays,  our  rooms  are  50%  larger,  have 


In-Koom 

sssa 

long 

I  JlSl.tlH  t 

Vrvkr 


Available  at  most  locations  @1991  Residence  Inn  by  Marriott .  Inc  'Slightly  higher  in  some  locations  Based  on  7-night  stay 


ocatedin42  states. 

hens  and  in  most  rooms,  a  fireplace.  Tb  reserve  your  room  at 
>-105*a  night,  call  800-331-3131.  And  get  the  42  star  treatment. 

The  extended 
stay  hotel. 


.etter  From  Massapequa 


BUT  WILL  IT  PLAY 
IN  MATZO-PIZZA? 


ore  than  ever,  national  politi- 
I  cians  are  turning  their  attention 
Ito  the  suburbs.  Just  as  small 
towns  and  big  cities  once  shaped  Ameri- 
can life,  the  latest  census  indicates  half 
the  U.  S.  population  now  lives  in  subur- 
bia. The  'burbs  will  get  most  of  the  re- 
districted  congressional  seats  next  year. 

In  the  past,  politicians  and  social  com- 
mentators took  the  pulse  of  the 
nation  by  asking  a  simple  ques- 
tion: "Will  it  play  in  Peoria?"  So 
where  is  the  epicenter  of  the 
current  political  universe,  the 
new  Peoria  of  American  poli- 
tics'.' Would  you  believe  42  miles 
due  east  of  Manhattan,  hard  by 
the  Great  South  Bay  of  Long 
Island'.'  "Massapequa — Ameri- 
ca's new  hometown,"  proclaims 
New  York's  Newsday.  The  1902 
race,  predicts  The  New  Repub- 
lic will  boil  down  to  a  titanic- 
battle  between  George  Bush 
and  New  York  Governor  Mario 
Cuomo  for  the  soul  of  Massapequa,  land 
of  the  "angry  middle-class  homeowner 
to  whom  Republicans  have  pitched  their 
appeal  since  the  days  of  Richard  Nixon." 
homegrown.  Now  hold  it  right  there.  I 
know  Massapequa.  Massapequa  is  my 
hometown.  And  if  this  is  the  new  incuba- 
tor of  U.  S.  politics,  America,  trust  me, 
you  may  want  to  think  about  this. 

Not  that  I  don't  love  this  place.  It's  a 
bigger  part  of  me  than  sometimes  I 
would  care  to  admit.  But  there  are 


things  people  should  know  about  this 
proposed  political  barometer. 

Affectionately  called  Matzo-Pizza  be- 
cause of  its  mix  of  Jews  and  Italians, 
Massapequa,  population  80,000,  is  also  a 
melting  pot  of  Irish,  German,  and  many 
other  ethnic  backgrounds.  As  long  as 
you're  white,  that  is.  Very  few  blacks 
live  anywhere  but  in  East  Massapequa, 


which,  while  officially  part 


of  the  town,  has  separate  schools  and  is 
regarded  as  a  sort  of  other  Massapequa. 

This  is  where  the  children  of  the  immi- 
grants who  crowded  the  New  York  tene- 
ments fled  to  in  the  years  after  World 
War  II.  Speechwriter  Peggy  Noonan, 
who  has  crafted  rhetoric  for  Presidents 
Reagan  and  Bush,  has  described  the 
Massapequa  of  her  1950s  childhood  as  a 
place  for  which  "my  parents,  like  all  of 
their  friends,  left  the  city  to  get  a  lawn 


and  let  the  kids  ride  their  bikes  in 
streets."  Such  families  still  come. 

The  place  is  neither  high-  nor  lo\ 
brow.  Just  lots  of  shopping  centers, 
gain  stores,  diners,  pizza  parlors,  ar 
bagel  places.  The  name  Massapequa, 
cals  joke,  is  Indian  for  "by  the  mall."  Itl 
a  culture  that  worships  every  Amer| 
can's  right  to  buy  things. 

Despite  new  accoutrements,  Pequar 
haven't  changed  all  that  much  sincl 
their  front  yards  were  Brooklyn  stoop;| 
Noonan  remembers  people  yelling 
each  other  a  lot  in  the  summertime.  Fel 
low  Massapequan  Ron  Kovic,  the  Viel 
nam  veteran  who  told  his  life  story  i| 
Born  on  the  Fourth  of  July,  recounts 
few  such  screaming  fits. 

That's  what  I  remember,  tocl 
We  had  some  great  fights  oil 
our  street,  neighbors  threaten! 
ing  each  other  with  gardel 
shovels,  insulting  each  other'l 
ancestry,  that  kind  of  thing.  It'| 
a  place  where  the  front  door 
ing  open  and  a  father  throwing 
his  shoe  at  his  son  across  thJ 
lawn  has  always  been  a  sign  oj 
on-the-job  parenting  and  no] 
a  reason  to  call  the  police. 
The  baby  boom  produced  ;| 
spate  of  famous  Massal 
pequans.  In  addition  tc| 
Noonan  and  Kovic  therel 
are  actors  Steve  Guttenbergl 
and  hunk  brothers  Alec  and  Billy  Baldf 
win.  Massapequa  humor?  You  can  catcrl 
it  on  prime-time  TV  on  the  Jerry  Seinfelc| 
show.  Then  there's  Jessica  Hahn  on  Tht 
Lore  Phone  and  the  rock  group  Stray| 
Cats — Pequans  all. 

But  the  town's  everyday  human  fabricl 
leans  to  zoning  lawyers,  small-businessl 
owners,  auto  mechanics,  and  New  Yorl 
City  police  officers.  The  quintessence  ofl 
Massapequa   is   the   All   American,  a| 
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Tough  Times.  Tough  Decisions. 


Every  minute  of  every  business  day,  hundreds 
of  U.S.  executives  make  critical  decisions.  Some  are 
easy.  Most  are  not.  Everything's  a  bottom  line 
issue  —  including  the  cost  of  getting  your  product 
to  market. 

That's  why  thousands  of  shippers  are  re- 
evaluating their  small  package  shipping  program 
and  switching  to  RPS.  With  volume  driven  pricing 
and  features  such  as  next  day  verbal  proof  of 
delivery,  RPS  provides  the  best  value  in  small 


To  find  out  how  RPS  can  help  improve  your 
transportation  program,  call  1-800-ROADPAK* 
(762-3725)  and  arrange  for  a  personal  consultation. 
You  might  just  find  some  tough  decisions  will 
become  easy. 


ROADWA  Y  PACKAGE  SYSTEM 


package  shipping. 

We  take  care  of  business ...  to  business. 

*   "W  *v;vT7  A  Roadway  Services  Company 


Thanks  to  our  ME  CM 
now  create  the  world  i 


M 

If 


can 


HP's  2D,  solids  modeling  and 
Data  Management  solutions  are 
faster  to  learn,  easier  to  use,  and 
they  keep  track  of  your  creations. 

HP's  ME30  solids  modeling 
system  brings  ideas  to  life  with 
photorealistic  imaging.  Then 
HP's  ME10,  which  includes  our 
new  parametric  capability,  takes 
over  for  detailed  2D  drafting 
and  documentation. 

While  all  this  is  going  on,  HP's 
Data  Management  System  will 
keep  you  at  peak  productivity. 
It  organizes,  stores  and  controls 
your  design  files.  So  you  can 
quickly  and  easily  access  your 
existing  design  data,  as  well  as 
data  from  other  engineering 
applications. 

These  are  three  good  reasons 
HP's  ME  solutions  are  so  popular 
with  almost  25,000  users  world- 
wide. There  are  plenty  more.  Such 
as  model  integrity,  to  assure  that 
your  designs  can  be  manufac- 
tured. Adherence  to  standards, 
so  you  can  confidently  reuse  parts 
in  new  designs.  And  reliability. 
So  now  you  can  feel  completely 
secure  while  working  in  the  mid- 
dle of  a  complex  design  session. 

You  also  save  time  learning  and 
using  HP  ME  solutions.  They 
have  an  intuitive  interface,  and 
are  designed  using  familiar  draw- 
ing techniques  and  terminology 
All  this  helps  get  people  trained 
on  HP  ME10  in  3  days.  On  HP 
ME30  in  no  more  than  5  days. 

Call  1-800-526-1036  for  product 
information  or  an  HP  ME  sales 
representative.  Or  both.  We'll  put 
the  world  at  your  fingertips. 


HEWLETT 
PACKARD 


19(11  Hewlett  Packard  Company  CSMD001 


Back  in  1935,  you'd  have  to  be  a  general  to  live  here 
like  royalty  in  your  own  floor  with  your  own  private  concierge. 

Today,  you  simply  check  into  the  Mac  Arthur  Club. 


The  MacArthur  Club  offers  guests 
the  very  high  standards  of  service  and 
comfort  The  Manila  Hotel  has  been 
renowned  throughout  the  world  for 
more  than  75  years. 

Guests  at  the  executive  floors  of  the 
MacArthur  Club  are  provided  the  very 
best  in  accommodations — express 
check-in  and  check-out  at  the 
Club  Reception,  a  private 
elevator,  the  Club's  own 
Board  Room  and 
Reading  Room, 
private  Lounge  and 
Concierge,  compli- 
mentary Continental 


breakfast,  coffee  or  tea  throughout 
the  day,  laundry  and  dry  cleaning 
services,  limousine  service  to  the 
Makati  financial  district,  and  a  host 
of  other  features  and  services  at  no 
charge  to  guests.  Complementing  these 
are  in-house  movies  and  NHK  Satellite 
broadcasts,  IDD  phones  and  an 
Executive  Services  Center 
providing  24-hour  service. 
MacArthur  Club — an 
unmatched  tradition  of 
service  right  at 
-jm       Manila's  most 
4    111        historic  and  elegant 
hotel. 


/ 


Rizal  Park  (P.O.  Box  307),  Manila,  Philippines. 
Tel.  (t>32)  47-0011.  Fax:  (632)  47-1124  or  48-2430.  Telex:  40537  MHOTEL  PM. 
Or  contact:  R.F.  Warner  Inc.,  Omaha,  NE;  TetleylMoyer  &  Associates,  Los  Angeles;  Utell  International 
KLMIGolden  Tulip  Inil  B.V.;  Philippine  Airlines  Sales  &  Reservations  Worldwide. 


When  you  give  blood 
you  give  another  birthday 

another  armiversary 
another  talk  with  a  friend, 
another  laugh, 
another  hug, 
another  chance. 

+ 

American  Bed  Cross 

Please  give  blood. 


Couxfl 


195()s-style  drive-in  hamburger  joint 
Merrick  Road.  Independently  owned, 
has  fought  off  eight  national  fast-fo] 
franchises  that  over  the  years  set 
shop  in  the  vicinity  only  to  go  out 
business.  It's  so  dear  to  locals  that  k 
who  have  grown  up  hanging  out  the! 
have  the  rented  limo  swing  by  so  th| 
can  get  some  fries  and  pose  for  pictu 
when  they  get  married. 

Politics?  All  that  means  here  is 
breaks  and  getting  your  kid  a  park 
for  the  summer.  People  move  to  Mas: 
pequa  to  get  away  from  big-city  politi 
right  down  to  the  Mafia  families  w 
have  some  of  the  more  expensive  horn 
down  by  the  bay.  But  personal  belief1 
Ideals?  Ahh,  whether  you  are  liberal 
conservative,  ideals — or  personal  valu 
if  you  will — mean  something  here,  ev 
if  they  are  as  mundane  as  keeping  yo 
lawn  trimmed  and  neat. 
turncoats.  Three  decades  ago,  Mass] 
pequans  worshipped  President  John 
Kennedy.  Today,  the  grandchildren 
immigrants  who  were  Democrats  er 
brace  the  feel-good  politics  of  Reaga 
and  Bush.  Desert  Storm  was  a  huge  hi 
At  the  Sunrise  Mall,  a  poster  of  tl 
American  flag  with  the  caption  "Thes 
colors  don't  run"  has  sold  well.  "It's 
resurgence  of  Americanism,"  says  Joh 
H.  Meyer,  a  58-year-old  native  Pequai 
"The  war  did  this."  Meyer  doesn't  like  t 
talk  about  politics  and  doesn't  reall 
know  why  he,  and  just  about  everyon 
he  knows,  is  a  Republican  now.  That' 
just  the  way  it  is,  he  says. 

So  this  is  the  new  Peoria,  huh?  Let  m 
tell  you  what  the  nation  can  look  foi 
ward  to.  Massapequa  is  intensely  egal 
tarian,  but  racially  polarized.  It's  con 
passionate,  yet  selfish.  It's  sane,  bu 
rigid  and  stifling  in  many  ways.  It' 
closed,  but  it  works.  Above  all  else,  Mas 
sapequa  works. 

Any  Democrat  who  wants  to  becom 
President  will  have  to  overcome  th 
skepticism  of  government  that  has  in 
fused  the  middle  class,  which  has  pur 
chased  a  discreet  form  of  social  insu 
tion  in  places  such  as  Massapequa. 
never  ceases  to  amaze  me  how  Georg* 
Bush's  political  advisers  know  this  plac 
so  intimately  and  play  to  it  so  success 
fully.  But  he  should  keep  something  ir 
mind.  In  Massapequa,  Mr.  President,  a 
they  really  want  you  to  do  is  to  keep  th 
government's  hands  off  their  dreams. 

Oh,  and  maybe  an  invite  to  the  White 
House  sometime.  That  would  sure  im 
press  the  relatives — and  really  bug  the 
neighbors. 

DOUGLAS  HARBRECHT 
Staff  Editor  and  fellow  Massapequa  natii 
Em  n  L  Schwartz  helped  White  House  Polit 
ical  Correspondent  Harbreckt  with  report 
ing  for  this  story. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  COUP  SHOWED  JUST  HOW  FRAGILE 
HE  RECOVERY  REALLY  IS 


9 


nee  again,  world  events  are  shattering  the  Au- 
gust doldrums  and  raising  questions  about  the 
U.  S.  economy.  Unlike  Iraq's  invasion  of  Kuwait, 
wever,  the  attempt  to  oust  Mikhail  Gorbachev  from 
ntrol  of  the  Soviet  Union  will  have  little  if  any  econom- 
impact  here  at  home.  The  failed  coup  by  Communist 
,rty  hard-liners  was  never  a  direct  threat  to  American 
es  or  pocketbooks  in  the  first  place. 

Still,  the  Soviet  crisis  points 
out  how  even  a  small  negative 
shock  can  be  a  big  concern  to 
an  already  fragile  economy.  On 
Monday,  Aug.  19,  the  uncertain- 
ty surrounding  the  turmoil 
threw  the  stock  market  for  a 
loop,  lifted  oil  prices,  depressed 
grain  prices,  pushed  up  the  dol- 
lar, and  generally  raised  fears 
that  the  budding  recovery 
might  falter. 


INKS  ARE  SOCKING 
F  TO  BORROWERS 
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Those  fears  eased  considerably  on  Aug.  21,  when  it 
icame  apparent  that  the  hard-line  junta  was  crumbling, 
le  Dow  Jones  industrial  average,  after  plunging  nearly 

I  points  on  Monday,  surged  88  points  on  Wednesday, 
il  prices,  which  had  jumped  by  more  than  $1  per  barrel, 

II  back  by  about  that  much  by  midweek.  Grain  prices 
rengthened,  and  the  dollar  lost  some  of  its  luster  as 
orld  investors'  need  for  a  safe  haven  began  to  diminish. 
Although  plenty  of  uncertainty  over  the  Soviet 
nion's  future  remains,  the  coup's  short  life  assures 
tat  the  impact  on  the  U.  S.  economy  will  be  minimal, 
irticularly  since  the  crisis  seems  headed  for  a  resolu- 
Dn  that  is  favorable  to  the  West.  Consumers  and  busi- 
isses  have  less  reason  to  hesitate  in  their  spending 
jcisions  than  they  did  during  last  August's  oil  shock, 
nd  as  long  as  demand  stays  on  course,  so  will  the 
igoing  recoveries  in  housing  and  manufacturing. 

THE  FED  If  demand  falters,  don't  blame  Moscow. 
MAY  CUT  The  fate  of  the  upturn  has  always  been  in 
RATES,  the  hands  of  consumers.  If  consumers 
AGAIN  retrench,  it  will  be  the  result  of  domestic 

•rces  already  in  play,  such  as  weak  income  growth,  low 
ivings,  and  heavy  debt.  The  University  of  Michigan's 
•eliminary  reading  of  consumer  sentiment  for  August, 
.ken  before  the  Soviet  coup,  showed  a  decline  from 
ily,  partly  reflecting  continued  job  worries. 
The  Federal  Reserve  had  already  expressed  concern 
)out  the  recovery  on  Aug.  6  when  it  cut  the  federal 
inds  rate  by  a  quarter-point,  to  5V2%.  And  it  may  have 


decided  to  ease  again  at  its  policy  meeting  on  Aug.  20. 
The  central  bank  is  likely  to  cut  the  funds  rate  by  an 
additional  quarter-point,  to  hlU%.  It  also  is  likely  to 
shave  the  discount  rate  by  a  half-point,  to  5%,  to  keep 
the  desired  spread.  Action  could  come  by  Labor  Day, 
although  the  Fed  may  want  to  wait  for  a  glimpse  of  the 
August  employment  report,  due  on  Sept.  6. 

Factors  on  the  side  of  further 
easing  are  overwhelming.  The 
recent  drop  in  long-term  inter- 
est rates  indicates  that  the  bond 
market  now  believes  that  the 
recovery  is  sluggish  and  infla- 
tion is  under  control.  This  quiets 
the  Fed's  anti-inflation  hawks, 
who  have  sought  a  tighter  mon- 
etary policy.  With  inflation 
down,  even  the  Fed's  monetar- 
ist members  must  now  admit 
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that  the  unrelenting  sluggishness  in  money  growth 
threatens  the  recovery.  And  the  crunch  in  bank  lending 
still  is  a  problem. 

Borrowers  haven't  seen  much  benefit  from  the  Fed's 
easing  on  Aug.  6.  Banks  still  have  not  cut  their  prime 
rate  from  8.5%,  despite  one  of  the  widest  disparities 
between  the  prime  and  the  federal  funds  rate  on  record 
(chart).  The  huge  gap  between  banks'  lending  rates  and 
their  cost  of  funds  is  a  sign  that  banks  are  more  interest- 
ed in  shoring  up  earnings  than  in  making  the  loans  that 
are  necessary  to  get  this  recovery  in  gear. 


I  CREDIT  A  move  toward  lower  rates  will  provide 
I  IS  TIGHT  extra  insurance  for  the  ongoing  housing 
I  WR  recovery,  and  it  will  help  demand  for 

I  BUILDERS  credit-sensitive  goods  generally.  Home- 
building's uptrend  has  been  slow — but  steady.  And  lower 
mortgage  costs  brighten  the  outlook. 

In  July,  housing  starts  rose  by  3.7%,  to  an  annual  rate 
of  1.07  million  (chart).  Starts  have  been  rising  since 
April — a  four-month  run  that  hasn't  occurred  since  1980. 
Activity  in  the  South  and  West  has  led  the  gains. 

Housing's  rebound,  though,  is  subdued  compared  with 
past  recoveries  (page  38).  In  the  first  year  of  the  past 
four  upturns,  housing  soared  by  an  average  of  63%.  At 
that  pace,  starts  would  be  close  to  1.4  million  by  next 
spring.  But  such  a  gain  is  unlikely.  Housing  starts  are 
more  apt  to  average  1.1  million  to  1.2  million  units  over 
the  next  three  quarters.  One  reason  is  that  new  house- 
holds are  forming  at  a  much  slower  pace  than  in  the 
1970s  and  1980s.  Back  then,  the  baby  boomers  were 
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becoming  adults,  boosting  demand  for  new  housing. 

Second,  the  lingering  credit  crunch  seems  to  be  hitting 
small  businesses,  particularly  homebuilders,  especially 
hard.  So  some  contractors  cannot  get  financing.  And 
finally,  even  with  the  recent  drop  in  mortgage  rates, 
many  households,  especially  those  headed  by  young 
adults,  still  cannot  afford  to  buy  a  home. 

But  for  some,  lower  rates  are 
a  boon.  The  rate  on  a  30-year 
fixed  mortgage  has  come  down 
by  a  full  percentage  point  in  the 
past  year.  Fixed  mortgage 
rates,  at  9.29%  in  mid-August, 
are  at  a  4  ¥2 -year  low.  Adjust- 
able rates  are  the  lowest  since 
their  introduction  in  1981. 

With  further  rate  declines 
likely,  demand  for  housing 
should  increase  into  1992.  Most 
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of  the  building  activity  will  be  -concentrated  in  single- 
family  units,  which  have  led  the  rebound  so  far.  Since 
January,  single-family  housing  starts  have  jumped  by 
38%,  to  an  annual  rate  of  894,000  in  July. 

Multifamily  construction,  however,  won't  add  much  to 
the  housing  recovery.  Past  overbuilding  and  difficulties 
in  getting  credit  will  prevent  developers  from  starting 
new  apartment  projects.  In  July,  starts  on  multifamily 
units  crept  up  to  just  128,000  after  dropping  in  May  to 
116,000 — their  lowest  pace  since  records  began  in  1963. 

I  THE  ORDER  Besides  giving  a  lift  to  single-family 
I  BACKLOG  housing,  falling  interest  rates  also  will 
I  NEEDS  SOME  buoy  demand  for  such  credit-sensitive 
I  ORDERS  goods  as  cars  and  capital  equipment.  That 
will  help  keep  the  industrial  sector's  recovery  on  track. 
And  right  now,  it  needs  all  the  help  it  can  get. 

Industrial  production  rose  0.5%  in  July — the  fourth 
consecutive  gain  (chart).  Autos,  construction  supplies, 


THE  TRADE  GAP  I! 
MUCH  LESS  GAPIN 
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and  other  materials  accounted  for  most  of  the  month 
advance.  Goods  producers  used  more  of  their  capacity 
July,  as  well.  The  industrial  operating  rate  rose  fro 
79.5%'  to  79.7% — also  the  fourth  straight  increase. 

Extremely  low  inventories,  particularly  in  the  aul 
industry,  have  fueled  some  of  the  recent  bounce  in  ou 
put.  However,  any  aggressive  rebuilding  of  inventory 
that  would  help  to  sustain  the  recent  rise  in  productio 
seems  unlikely,  especially  in  the  face  of  tepid  demand 

Car  sales  fell  off  sharply  in 
early  August,  well  below  De- 
troit's third-quarter  pace  of  out- 
put. Also,  unfilled  orders  were 
still  declining  as  of  June,  and, 
excluding  the  booming  aircraft 
industry,  they  shrank  to  the 
lowest  level  in  four  years.  Until 
the  order  backlog  starts  grow- 
ing again,  the  basis  for  further 
gains  in  industrial  production  is 
not  very  firm. 

Export  growth,  a  key  source  of  manufacturing 
strength,  also  is  at  risk.  Exports  fell  1.2%  in  June,  fo 
lowing  a  1%  drop  in  May.  However,  imports  decline^ 
even  more,  shrinking  the  trade  gap  to  $4  billion,  th 
smallest  in  eight  years  (chart).  What  the  numbers  imply 
though,  is  weak  demand  both  at  home  and  abroad. 

In  addition,  the  crisis  in  the  Soviet  Union  muddies  th< 
outlook  for  Europe,  which  has  accounted  for  one-third  0 
the  growth  in  U.  S.  exports  during  the  past  year.  To  b< 
sure,  the  failed  coup  is  a  victory  for  market  reform  ii 
Eastern  Europe  in  the  long  run.  But  until  the  politica 
situation  in  Moscow  stabilizes,  some  buying  decisions  an  • 
likely  to  be  put  on  hold. 

Like  last  year's  Mideast  crisis,  the  Soviet  chaos  re 
veals  just  how  vulnerable  the  economy  is  to  outsid( 
shocks.  But  right  now,  the  biggest  threats  to  the  recov 
ery  come  from  within  the  U.  S.,  not  from  without 
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THE  WEEK  AHEAD 


GROSS  NATIONAL  PRODUCT  (REVISION) 

That's  suggested  by  a  shorter  work- 
week, falling  payrolls,  and  the  steep  de- 
cline in  interest  rates,  which  is  cutting 
into  interest  income.  Consumer  spending 
is  expected  to  post  a  0.5%  gain  for  July, 
the  same  advance  as  in  June.  Strong  car 
buying  lifted  the  July  spending  num- 
bers. However,  the  split  in  income  and 
spending  patterns  suggests  that  the  sav- 
ings rate  fell  sharply  in  July. 

NEW  SINGLE-FAMILY  HOME  SALES 

LEADING  INDICATORS 

Wednesday,  Aug.  28,  8:30  a.m. 
After  revisions,  second-quarter  real  GNP 
likely  rose  at  the  same  small  0.4%  annu- 
al rate  as  first  thought,  say  economists 
surveyed  by  McGraw-Hill's  MMS  Interna- 
tional. However,  the  mix  of  strengths 
and  weaknesses  may  be  different,  with 
inventories  and  construction  outlays  re- 
vised lower.  Consumer  spending  and 
trade  likely  improved.  In  the  first  quar- 
ter, real  GNP  fell  at  a  2.8%  annual  rate. 

PERSONAL  INCOME 

Friday,  Aug.  30,  8:30  a.m. 
The  MMS  economists  expect  that  the  com- 
posite index  of  leading  indicators  edged 
up  by  0.2%  in  July.  Falling  jobless 
claims,  rising  building  permits,  and  high- 
er stock  prices  barely  offset  a  shorter 
workweek,  declining  consumer  expecta- 
tions, and  a  fall  in  M2.  The  expected 
July  advance  would  be  the  sixth  consec- 
utive gain,  including  a  0.67"  rise  in  June. 

FACTORY  INVENTORIES 

Thursday,  Aug.  29,  10  a.m. 
New  homes  probably  sold  at  a  530,000 
annual  rate  in  July,  according  to  the 
MMS  survey.  That's  a  small  gain  from 
June's  525,000  pace.  But  sales  should 
pick  up  further  in  August,  in  response  to 
the  drop  in  mortgage  rates. 

Friday,  Aug.  30,  10  a.m. 
Inventories  held  by  manufacturers  likely 
fell  by  0.2%  in  July,  after  shrinking  by 
0.4%  in  June.  That's  indicated  by  the 
healthy  gain  in  factory  output. 

Thursday,  Aug.  29,  10  a.m. 
Personal  income  probably  was  flat  in 
July  after  rising  a  strong  0.57<>  in  June. 
However,  earnings  may  show  a  decline. 
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"You're  going  to  do 
A/hat  to  the  cellular  phone 
n  this  commercial?  Run 
Dver  it  with  a  golf  cart?  I 
sure  hope  you  guys  know 
^hat  you're  doing." 

That  was  Lee  Trevino's 
reaction  when  he  was  told 
[he  kind  of  abuse  that  was 
in  store  for  the  Motorola 
Micro  TA-C™  Digital  Personal 
Communicator  during  the 
shooting  of  his  first  commer- 
cial for  Motorola. 

Well,  not  only  was  the 
Micro  T-A-C  able  to  with- 
stand the  pressure  of  a 
heavy  golf  cart,  but  its  dura- 
bility thoroughly  impressed 
LeeTrevino. 

"I  saw  the  Micro  T-A-C 


dropped,  bumped,  thrown 
and  muddied,"  said  Trevino. 
"They  did  just  about  every- 
thing," he  added,  "but  hit  it 
off  a  tee  with  a  three  wood. 
Yet,  after  all  that  abuse,  it 
performed  like  a  champ.  It's 
obvious  that  the  Motorola 
cellular  phone  is  put 
together  to  stay  together" 


"A  lot  of  people 
call  me  a  dur- 
able player," 
concluded 
Trevino,  "and 
if  I  continue 


to  hold  up  as  well 
as  my  Motorola 
phone,  I'll 
be  on  the 
tour  for  a  very 
long  time." 


MOTOROLA 


The  way  we  put  them  together  sets  us  apart. 


Testimonial  rellecls  actual  events  (M)  Motorola  and  Micro  T-A'C  Digital  Personal  Communicator  are  Iraaemarksol  Motorola  Inc  ©  1W1  Motorola  Inc  1-800-331-6456 
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YELTSIN'S 
TRIUMPH 

IN  THE  COUP'S  AFTERMATH,  SWIFTER  REFORMS 


Overnight,  Mik- 
hail Gorbachev, 
who  sometimes 
seemed  to  be  ev- 
erywhere at  once, 
became  the  man 
who  wasn't  there. 
The  world's  gaze 
shifted  to  the 
man  who  was  there,  Russian  Republic 
President  Boris  N.  Yeltsin.  Thrust  sud- 
denly onto  center  stage,  Yeltsin  gave  the 
political  performance  of  a  lifetime. 

Once  dismissed  by  the  West  as  a  buf- 
foon and  a  boozer,  Yeltsin  has  emerged 
as  a  hero  in  the  battle  for  political  and 
economic  reform  in  the  Soviet  Union — 
and  as  a  key  player  in  any  future  power- 
sharing  arrangement.  Rallying  the  peo- 
ple of  Moscow  to  a  stirring  defense  of 
the  Russian  parliament,  he  routed  the 
Soviet  Old  Guard  that  had  made  one 
last,  desperate  bid  to 
hang  on  to  its  power 
and  its  privileges. 

It  was  an  extraordi- 
nary victory  for  de- 
mocracy. In  three 
days  that  shook  the 
world,  a  curiously  in- 
ept coup  led  by  an 
eight-man  junta  of 
hard-liners  fizzled. 
Drawn  from  the  clas- 
sic pillars  of  Soviet  so- 
ciety— the  Communist 
Party,  the  secret  po- 
lice, and  the  military — 
the  junta  ordered  Gor- 
bachev seized  at  his 
vacation  dacha  in  the 
Crimea  on  Aug.  19. 
Gorbachev,  they 
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claimed,  was  too  ill  to  run  the  country. 
Tank  columns  and  KGB  officers  quickly 
headed  for  Baltic  capitals,  for  Lenin- 
grad, for  Moscow.  Their  mission:  Arrest 
democratically  elected  reform  leaders, 
stamp  out  independent  media,  and  intro- 
duce neo-Stalinist  diktats  to  turn  back 
the  clock. 

human  chains.  People  power  stopped 
them  cold.  Led  by  Yeltsin,  a  defiant  Rus- 
sian population  refused  to  follow  the  re- 
actionaries' script  for  them.  As  the 
world  watched  and  markets  trembled 
(page  30),  Muscovites  stood  their  ground 
against  oncoming  tanks  and  formed  hu- 
man chains  to  blockade  Yeltsin's  office 
building.  Entire  regiments  of  troops  sid- 
ed with  reformers.  Even  as  tough  spe- 
cial military  units  loyal  to  the  junta 
seized  television  stations  and  govern- 
ment buildings  in  Riga  and  Tallinn,  the 
Baltic  states  declared  independence.  For 
all  the  chaos,  the 
death  toll,  three  pro- 
testors in  Moscow  and 
one  in  Latvia,  was  re- 
markably light. 

Indeed,  as  coups  go, 
the  putsch  seems  in 
retrospect  more  slap- 
stick than  sinister. 
The  State  Committee 
for  the  State  of  Emer- 
gency, as  the  junta 
called  itself,  turned 
out  to  be  a  feuding  ca- 
bal that  history  might 
dub  the  Keystone 
Kommisars.  Rumored 
assaults  on  Yeltsin's 
seat  of  power  never 
occurred.  Within  24 
hours  of  Gorbachev's 
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ouster,  coup  plotter  Valentin  Pavlov,  1 
Gorbachev's  Prime  Minister,  caught 
Moscow's  strange  bug  and  bowed  out  of 
the  committee.  Rumors  flew  that  spy 
master  Vladimir  A.  Kryuchkov  and  De- 
fense Minister  Dmitri  Yazov  had  flown 
the  coup,  leaving  only  its  leader,  a  bland 
Communist  apparatchik  named  Gen- 
nady  Yanayev,  and  several  little-known 
deputies.  As  a  suddenly  healthy  and  free 
Gorbachev  prepared  to  fly  back  to  Mos- 
cow on  Aug.  21,  the  plotters  were  no- 
where to  be  found. 

So  swift  was  the  collapse  that  Soviets 
and  foreigners  alike  wondered  if  it  had 
been  orchestrated  as  some  kind  of  com- 
plex sting  operation  to  weed  out  hard- 
line opponents  of  reform.  That's  implau- 
sible, even  by  the  convoluted  standards 
of  Soviet  politics.  Too  many  troops 
moved  and  tanks  rolled  for  the  three-day 
putsch  to  be  seen  as  political  theater. 

Moments  after  it  was  clear  that  the 
coup  had  collapsed,  President  Bush  man- 
aged to  telephone  Gorbachev  at  his  hos- 
tage dacha  and  get  assurances  that  all 
was  well.  In  less  than  72  hours,  Bush's 
new  world  order  had  died  and  been 
brought  back  to  life.  But  back  in  Kenne- 
bunkport,  Me.,  a  relieved  Bush  resisted 
the  temptation  for  euphoria.  "It's  a  good 
day  for  the  U.  S.-Soviet  relationship,"  he 
said.  "You  can't  put  freedom  and  democ- 
racy back  in  the  box."  Supportive  words, 
but  hardly  Presidential  cartwheels. 
That's  because  Bush  is  acutely  aware 
that  Yeltsin's  triumph  does  little  to  clari- 
fy the  lines  of  power  in  the  Soviet 
Union.  Moreover,  the  Red  Army,  which 
largely  sat  out  the  coup,  remains  a  divid- 
ed but  formidable  force  that  could  still 
mount  a  challenge  to  popularly  elected 
officials. 

new  strength.  At  the  moment,  no  elect- 
ed official  is  more  popular  than  Yeltsin, 
swept  to  the  Russian  Presidency  with 
60%  of  the  vote.  He 
claims  to  have  interim 
control  of  the  army. 
That's  a  bit  hard  to 
swallow,  but  regard- 
less, Bush  and  other 
Western  leaders  now 
must  deal  seriously 
with  Yeltsin.  Before  the 
coup,  they  believed  that 
Gorbachev  had  vast 
power  but  little  support, 
while  Yeltsin  had  great 
support  but  only  token 
power.  Now,  that  equa- 
tion has  been  irrevoca- 
bly  altered.  Many  West- 
ern leaders  will  come  to 
see  him  as  the  most  po- 
tent authority  figure  in- 
side the  Soviet  Union. 
Dealing  with  both  Yelt- 


sin and  Gorbachev,  without  tilting  too 
much  to  one  or  the  other,  will  be  the 
ultimate  test  of  Bush's  Soviet  diplomacy. 

The  botched  coup  is  also  a  watershed 
in  Soviet  history.  It  could  deal  a  finish- 
ing blow  to  the  fading  Communist  Par- 
ty, which  is  wracked  by  mass  defections 
and  thin  finances.  It  could  change  forev- 


PSTICK  PLOTTERS 


KGB  chief  Vladimir 
Kryuchkov  and  Defense 
Minister  Dmitri  Yazov 
are  typical  representa- 
tives of  the  Soviet  Old 
Guard,  so  it  was  no  sur- 
prise that  they  took  part 
in  a  coup  that  may  mark 
the  last  floundering  steps 
of  the  Stalinist  dinosaurs 


KGB  CHIEF  VLADIMIR 
KRYUCHKOV 


er  the  role  of  the  traditional  securii 
services,  primarily  the  KGB,  by  demo 
strating  that  the  old  police  state  ju: 
doesn't  have  the  muscle  or  will  to  do  tl 
bidding  of  the  nomenklatura,  Soviet  s 
ciety's  favored  few.  In  discrediting  tr 
hard-liners  and  party  hacks,  the  coup 
failure  offers  an  unprecedented  cham 
to  sweep  away  part 
and  bureaucratic  resi; 
tance  to  reform.  "Th 
was  the  Soviet  Union 
Prague,  its  Budapes 
its  Warsaw"  says  Cli 
ford  G.  Gaddy,  a  Sovie 
expert,  at  the  Brooking  j 
Institution. 

Gorbachev  is  noi 
transformed  into  the  ji 
nior  partner  of  his  or 
again,  off-again  all} 
Yeltsin  will  now  hav 
far  more  say  in  the  p( 
litical  fate  of  the  Sovie 
Union  and  its  collapsin 
economy.  That's  be 
cause  the  coup's  failur 
assures  the  signing  of 
new  treaty  of  the  unioi 
by  nine  republics  an< 


DEFENSE  MINISTER 
DMITRI  YAZOV 


- 


22  BUSINESS  WEEK/SEPTEMBER  2,  1991 


COVER  STC 


i 


IN  HIS  FREQUENT  APPEARANCES  OUTSIDE  THE  RUSSIAN  PARLIAMENT  BUILDING, 
WHERE  THE  MOST  SERIOUS  VIOLENCE  OF  THE  ABORTIVE  COUP  TOOK  PLACE,  BORIS 
YELTSIN  CAVE  THE  POLITICAL  PERFORMANCE  OF  A  LIFETIME.  RALL  YING  THE  PEOPLE  OF 
MOSCOW  TO  RESIST  AND  HELPING  ROUT  THE  HARD-LINERS,  HE  HAS  EMERGED  AS  THE 
HERO  OF  THE  STRUGGLE, FOR  REFORM.  ONCE  REGARDED  IN  THE  WEST  AS  A  BUFFOON 
AND  A  BOOZER,  THE  PRESIDENT  OF  THE  RUSSIAN  REPUBLIC  HAS  GUARANTEED  HIMSELF 
A  KEY  ROLE  IN  ANY  FUTURE  POWER-SHARING  ARRANGEMENT 


i  central  government  in  Moscow.  The 
aty  is  so  important  that  it  dictated  the 
lp's  timing.  Gorbachev  and  Yeltsin, 
ng  with  Nursultan  Nazarbaev,  Presi- 
it  of  Kazakhstan,  were  to  sign  it  on 
g.  20.  The  coup  was  launched  the  day 
fore  to  strangle  the  pact  at  birth. 
>Jow,  with  the  treaty  all  but  ratified, 
?  door  is  open  to  a  vastly  restructured 
viet  Union.  In  it,  at  least  9  of  the 
mtry's  15  diverse  republics  will  be 
/ereign  states  controlling  their  own 
momies  and  natural  resources.  Repub- 
3,  not  the  Kremlin,  will  collect  taxes 
d  divvy  up  shares  to  the  central  gov- 
lment,  whose  role  will  be  vastly  re- 
ced.  The  treaty  also  calls  for  direct, 
dtiparty  presidential  elections,  which 
aid  occur  within  a  year  or  two. 
Even  though  the  coup  underlines  the 
litical  instability  that  makes  foreign 
restors  increasingly  queasy  about  the 
viet  Union  (page  28),  its  failure  could 
>ar  up  the  business  atmosphere  in  the 
ig  term.  The  new  distribution  of  pow- 
outlined  by  the  union  treaty  will  be  a 
ijor  reason.  "Everybody  from  the 
est  is  going  to  be  dealing  not  with  the 
viet  Union  but  with  the  republics," 
edicts  Dwayne  0.  Andreas,  chairman 


of  Archer  Daniels  Midland  Co.,  a  major 
exporter  of  U.  S.  grain  to  the  Soviet 
Union.  "You'll  have  the  Soviet  Union 
casting  a  glow  on  what  you're  doing,  but 
you'll  be  dealing  with  the  republics." 
'thank  you.'  At  the  same  time,  the 
coup's  outcome  is  sparking  new  calls  for 
increased  Western  aid  and  advice  for  the 
Soviet  Union.  At  the  London  economic 
summit  in  July,  Bush  jawboned  the  allies 
into  resisting  Gorbachev's  pleas  for  mas- 
sive economic  aid.  Now,  Bush  and  his 
colleagues  will  have  a  hard  time  resist- 
ing the  clamor  for  a  more  openhanded 
policy.  Mindful  of  Gorbachev  and  Yelt- 
sin's brush  with  disaster,  pro-aid  Euro- 
peans— led  by  France's  Francois  Mitter- 
rand— will  likely  insist  that  the  close  call 
in  Moscow  underscores  the  need  for  a 
multibillion-dollar  Western  aid  package. 
Without  such  a  "thank  you,"  the  pro-aid 
forces  contend,  the  reform  government 
is  still  vulnerable. 

The  European  Community,  mean- 
while, is  hastening  to  bring  Eastern  Eu- 
rope into  the  fold.  It  cut  through  a  heap 
of  red  tape  to  put  associate  EC  member- 
ship for  Poland,  Czechoslovakia,  and 
Hungary  on  a  fast  track.  Why  the  rush? 
"Things  changed  on  Monday,"  says 


a  French  Foreign  Ministry  official. 

At  the  same  time,  Europeans  and 
Americans  alike  have  rediscovered  the 
charms  of  military  security.  Relying  on 
benign  structures  such  as  the  35-nation 
Conference  on  Security  &  Cooperation  in 
Europe  clearly  is  not  enough.  "At  this 
stage  of  dissolution,  a  superpower  [like 
the  Soviet  Union]  is  a  dangerous  ani- 
mal," warns  Michael  Stunner,  head  of 
the  Institute  for  International  Politics  & 
Security  in  Ebenhausen,  Germany. 

The  Stalinist  dinosaurs  who  took  their 
last  floundering  steps  in  Moscow  on 
Aug.  19  may  have  hatched  their  plot  as 
far  back  as  last  fall.  At  that  time,  a 
group  of  military  industrialists,  KGB  offi- 
cials, and  military  officers  confronted 
Gorbachev  with  an  ultimatum:  Drop  a 
radical  500-day  plan  for  economic  reform 
that  would  have  cut  their  budgets  and 
influence.  One  of  the  instigators  was  Al- 
exander Tizyakov,  who  had  been  chief 
executive  of  the  Kalinin  Machine  Build- 
ing Plant  in  Sverdlovsk,  which  makes 
strategic  missiles.  In  October,  he  became 
head  of  a  lobbying  group  for  industries 
with  strong  links  to  the  centrally 
planned  economy.  One  of  his  associates 
was  Oleg  Baklanov,  another  strategic 
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missile  builder,  who  had  supervised  the 
defense  industry  as  a  party  Central 
Committee  secretary  since  1986.  Both 
men  would  join  in  the  Gang  of  Eight. 

Gorbachev  agreed  to  drop  the  500-day 
plan,  touching  off  a  wave  of  resigna- 
tions from  his  liberal  team.  The  chief 
defector:  Eduard  Shevardnadze,  the  For- 
eign Minister  whose  diplomacy  had  daz- 
zled Western  leaders.  When  he  resigned 
his  post,  he  stunned  the  world  with 
warnings  of  a  fascist  coup. 

By  January,  Gorbachev  had  formed  a 
new  and  much  more  conservative  gov- 
ernment. Three  of  his  appointees  later 
became  coup  plotters.  The  junta  leader 
turned  out  to  be  Yanayev,  a  career  ap- 
paratchik and  dedicated  Communist.  It 
took  Gorbachev  several  tries  to  win  par- 
liamentary approval  for  Yanayev  to  be 
his  vice-president.  But  Gorbachev  won 
out,  saying:  "I  want  to  work  with  a  man 
I  can  trust  completely." 

To  replace  his  Prime  Minister,  Gorba- 
chev picked  former  Finance  Minister  Va- 
lentin Pavlov,  an  economist  who  also  lat- 


er plotted  the  coup.  A  tough  former  KGB 
officer  named  Boris  Pugo  became  Interi- 
or Minister,  in  control  of  the  national 
police.  Pugo  quickly  built  up  a  force  of 
specially  trained  soldiers  to  crack  down 
on  nationalist  strife  and  independence 
movements  from  the  Baltics  to  the  Cau- 
casus. The  troops  went  to  work  in  roll- 
ing crackdowns  in  the  Baltics  in  Janu- 
ary, killing  14.  Yeltsin  called  for 
Gorbachev's  resignation. 
pressure.  Archconservatives  also  had 
reason  to  be  unhappy  with  Gorbachev. 
They  blamed  him  for  the  increasing  eco- 
nomic chaos.  Soviet  gross  national  prod- 
uct slipped  10%-  in  the  past  six  months, 
and  oil  exports  dropped  by  nearly  half  in 
a  year.  The  Soviet  foreign  credit  rating, 
once  AAA,  had  slid  to  that  of  a  banana 
republic  while  foreign  debt  soared  to  $64 
billion. 

Meanwhile,  the  Communist  Party,  the 
hard-liners'  power  base,  was  eroding.  In 
three  years,  party  membership  has  slid 
from  19  million  to  15  million.  The  party 
was  1  billion  rubles  in  the  red.  The  grow- 


ing weakness  of  the  Communists  w 
underscored  when  Yeltsin  drubbed  pai 
candidates  in  his  direct  election  as  Ri 
sian  President  in  June. 

In  July,  pressure  built  for  a  coup.  T 
yakov  and  several  other  hard-liners  pi 
lished  an  appeal  in  the  conservati 
newspaper  Sovetskaya  Rossiya  calli: 
for  a  military  takeover  and  the  creati 
of  a  national  salvation  front. 

Early  on  the  morning  of  Aug.  19, 
local  contingent  of  the  KGB  in  the  Crim 
sealed  off  Gorbachev's  dacha,  and  t 
Soviet  air  force  blocked  the  nearby  n 
way  where  Gorbachev's  airplane  and  \ 
licopter  stood.  Gorbachev  and  seve 
aides  were  placed  under  house  arre: 
The  eight-member  state  committee 
sued  statements  that  they  had  seizi 
power,  and  within  hours,  tanks  began 
roll  in  Moscow  and  the  Baltics. 

Moscow  quickly  became  a  city  und 
siege.  Opponents  of  the  coup  raised  b; 
ricades  of  tramcars,  buses,  and  constru 
tion  material  across  the  streets  leadir 
up  to  the  parliament,  formed  a  volunte 


Commentary/by  Bill  Javetski  and  John  Pearson 


HOW  THE  COUP'S  COLLAPSE  MOVES  MOSCOW  CLOSER  TO  THE  WE! 


"If  you  try  to 
jump  across  an 
abyss  and  you 
don't  make  it," 
Mikhail  Gorba- 
chev once  dryly 
noted,  "no  one 
ever  comments 
later  about  how 
far  you  jumped."  The  spectacular  failure 
of  the  hard-liners'  power  grab  gives  the 
Soviet  leader  a  second  chance  to  com- 
plete his  leap  toward  democracy  and  a 
free  market — with  crucial  backing  from 
President  of  the  Russian  Republic  Boris 
N.  Yeltsin. 

Freed  of  resistance  by  Kremlin  conser- 
vatives, Gorbachev  also  seems  to  have  a 
clear  path  toward  a  more  active  Soviet 
foreign  policy,  including  deeper  arms 
cuts  and  expanded  cooperation  with 
Washington.  While  the  proposed  new 
union  treaty  would  shift  some  powers 
from  the  central  government  to  the  re- 
publics, Gorbachev  will  hold  sway  over 
key  areas  of  foreign  policy  and  defense. 

Even  with  hard-liners  to  placate,  Gor- 
bachev made  a  bold  shift  from  Marxist 
cold-war  strategy  to  cooperation  with  the 
West.  In  doing  so,  he  has  already  trans- 
formed the  world.  By  sweeping  away  the 
traditional  ideological  underpinnings  of 
Soviet  foreign  policy,  Gorbachev  in  just  a 
few  years  ended  the  East-West  conflict, 


shook  the  Soviet  Union  out  of  its  histori- 
cal isolation,  and  all  but  eliminated  com- 
munism as  an  alternative  to  free-market 
economics  the  world  over. 
freer  hand.  Many  of  those  changes  are 
irreversible:  Even  when  the  coup  leaders 
had  a  grasp  on  power,  there  was  little 
prospect  that  they  or  any 
future  Kremlin  rulers 
could  regain  Moscow's 
former  grip  on  Eastern 
Europe  or  mobilize  client 
states  around  the  globe 
once  again  under  Marx- 
ism's tattered  banner  of 
bureaucratic  dictatorship. 
And  the  coup's  failure 
saved  President  Bush's 
new  world  order,  which 
depends  on  active  Soviet 
cooperation.  The  brief 
takeover  in  Moscow  had 
clouded  the  prospect  for 
Senate  ratification  of  two 
treaties  cutting  conventional  forces  in 
Europe  and  superpower  nuclear  arsenals. 
Among  the  rebel  Kremlin  regime's  first 
acts:  a  conciliatory  letter  to  Saddam  Hus- 
sein, who  had  urged  the  "Gang  of  Eight" 
to  restore  "balance"  to  the  East-West 
power  structure. 

Instead,  Bush  may  now  be  the  benefi- 
ciary of  an  accelerated  superpower  effort 
to  defuse  tensions.  If,  as  seems  likely, 


The  hard-liners' 
failure  allows  even 
more  cooperation 
between  Gorby 
and  Bush  in 
shaping  a 
new  world  order 


the  Communist  Party,  the  KGB,  an 
tary  hard-liners  are  thoroughly  dis 
ed,  Gorbachev  will  have  a  freer 
foreign  policy.  One  result  may 
momentum  toward  disarmament,  i 
of  the  lethargy  that  seemed  likely 
sign  follow-on  arms-control  negot 
to  the  back  burner 
the  July  31  signing 
Strategic  Arms  Red 
Treaty.  In  foreigi 
nomic  relations,  ho 
the  republics  will  1 
much  greater  say 
before.  In  effect, 
chev  will  have  to 
ate  with  them  on 
such  as  trade.  Th 
turn,  will  complicat 
nomic  ties  with  the 
But  even  if  the  n< 
litical  equation  in  M 
prevents  Gorbachev 
making  dramatic 
his  foreign  policy  has  already  done 
to  shape  a  less  dangerous  worl 
though  in  Soviet  domestic  politi 
tacked  from  left  to  right  and  evt 
versed  course,  Gorbachev  ultin 
lived  up  to  his  pledges  of  "new  thir 
across  the  international  agenda, 
freeing  Eastern  Europe  to  cuttin 
tary  forces.  In  doing  so,  he  even 
won  Western  confidence — as  no 
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ense  force  of  1,500,  and 
ikered  down  for  a  series 
overnight  vigils  (page 

lome  army  units  were 

iloyed  to  seal  off  Mos- 

;'s  huge  squares.  But 

itestors   quickly  con- 

ged  on  the  Russian  par- 

nent  building,  and  on 

g.   20,   as   many  as 

,000  listened  there  to 

eches  by  Shevardnadze, 

ical  economist  Stanislav 

italin,  and  Yelena  Bon- 

',  the  widow  of  Nobel 

jewinning  physicist  and 

sident  Andrei  Sakharov. 

one  point,  standing  and 

ening,  Yevgeny  Yevtu- 

;nko,  the  poet,  comment- 
"It's  a  tragic  day,  but  also  a  happy 
The  Russian  people  are  demonstrat- 
that  they  will  fight  any  attempt  to 

urn  to  Stalinism." 

tension  built  through  the  day.  It 
iked  on  the  night  of  Aug.  20,  when 
I  tanks  began  heading  toward  the 


Russian  parliament.  "People  want  to 
fight,"  said  Alisa,  a  20-year-old  student. 
"Yanayev  can't  just  come  and  say,  'Hel- 
lo, I'm  your  new  President,'  and  push 
Gorbachev  and  all  the  new  beginnings 
aside." 

With  remarkable  discipline,  thousands 


of  Russians  linked  arms 
and  stood  prepared  to  stop 
columns  of  tanks  advanc- 
ing through  the  rainy 
night  of  Aug.  20.  The  stac- 
cato sound  of  shooting 
broke  out  near  the  parlia- 
ment, spooking  the  crowd. 
A  few  blocks  away,  three 
civilians  were  killed  as 
crowds  beat  back  a  column 
of  seven  tanks  rolling 
along  Moscow's  ring  road. 
But  quiet  soon  returned. 
By  next  morning,  it  was 
clear  that  the  coup  was  un- 
raveling. 

The  moment  of  truth 
came  at  5  a.m.  on  Aug.  21, 
when  thousands  waited 
nervously  as  a  division  of 
KGB  paratroops  approached  the  city 
along  Mozhaiskoe  Highway.  After  talk- 
ing to  Russian  parliamentary  deputies, 
they  turned  around  before  reaching  the 
parliament  building.  Five  hours  later, 
Yeltsin  informed  the  Russian  parliament 
that  members  of  the  emergency  commit- 


had  done  before.  "Gorbachev 
•med  the  world  and  also  the 
perception  of  the  Soviet  Union," 
)bert  Legvold,  a  Soviet  expert  at 
ia  University. 

confidence  in  Kremlin  leadership 
iave  been  the  first  casualty  of  the 
'  coup.  But  even  if  the  hard-liners 
vailed,  they  would  have  found  it 
ble  to  snatch  back  Gorbachev's 

the  world.  When  Gorbachev  let 
lin  Wall  tumble  in  1989,  he  signed 
pastern  Europe  forever,  ending 
gerous  division  of  Europe 
is  at  the  root  of  the  cold 
)r  was  it  likely  that  Soviet 
ers  would  have  the  re- 

to  restart  the  superpow- 
ry  for  hearts  and  minds 
Third  World.  "Gorbachev 
place  the  most  profound 
ic  retreat  in  peacetime 
;ays  Robert  E.  Hunter,  di- 
of  European  studies  at 
gton's  Center  for  Strate- 
jrnational  Studies. 
:her  Gorbachev  disman- 
cades  of  Marxist-Leninist 

policy  by  design  or  by 
,  historians  may  long  de- 
lither  way,  his  effort  to 
;he  crumbling  Soviet  econ- 
I  integrating  it  with  the 
it  in  motion  basic  shifts  in 
)bal  power  balance.  By 
•ading  arms  and  elevating 
ic  performance  as  the  key 
iet  security,  Gorbachev 
the  way  for  arms-control 
n  the  West's  terms.  Para- 


doxically, while  Gorbachev's  half-hearted 
economic  reforms  were  largely  ineffectu- 
al, they  were  enough  to  expose  the  Sovi- 
et command  economy's  bankruptcy.  The 
result:  Free-market  economics,  in  the 
thinking  of  world  leaders  and  opinion 
shapers,  is  the  only  game  in  town. 
ousting  saddam.  The  effects  are  far- 
reaching.  The  Soviet  Union  pulled  back 
from  its  quagmire  in  Afghanistan.  Then, 
from  Africa  to  Central  America,  Marxist 
class  struggles  and  Soviet-backed  wars 
of  liberation  began  to  give  way  to  demo- 


cratic elections.  And  Moscow's  new  em- 
phasis on  human  rights  released  a  flood 
of  Jewish  emigration.  Warmer  ties  with 
Israel  and  less  support  for  its  former 
client  Syria  even  paved  the  way  for  a 
joint  U.  S.-Soviet  sponsored  peace  confer- 
ence. Although  the  failed  coup  may  have 
delayed  a  conference,  originally  planned 
for  October,  the  agreement  for  direct 
talks  between  Israel  and  its  neighbors 
"would  not  have  been  possible  if  radical 
forces  in  the  Mideast  had  thought  they 
could  always  rely  on  the  Soviet  Union," 
says  Ilya  Prizel,  a  Soviet  expert 
at  Johns  Hopkins  University's 
School  of  Advanced  International 
Studies. 

At  the  U.  N.,  after  decades  in 
which  Moscow's  main  aim  was  to 
checkmate  the  U.  S.,  Gorbachev's 
turnaround  has  been  breathtak- 
ing. In  the  Persian  Gulf  crisis, 
Moscow  backed  12  U.  S.-led  reso- 
lutions, helping  to  oust  its  own 
client,  Saddam  Hussein,  from 
Kuwait.  Gorbachev's  support 
made  the  war  against  Iraq  possi- 
ble— and  breathed  new  life  into 
the  deadlocked  U.  N.  Security 
Council. 

Gorbachev  hasn't  succeeded 
everywhere.  Notably,  he  hasn't 
made  much  headway  in  the  45- 
year-old  impasse  over  Japan's  de- 
mand for  the  return  of  four  Sovi- 
et-occupied islands.  But  as 
Mikhail  Gorbachev  reclaims  lead- 
ership of  the  Kremlin,  the  world 
joins  him  in  a  collective  sigh  of 
relief. 
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tee  were  heading  for  the  airport  and 
would  be  detained.  Incredibly,  Gorba- 
chev was  declared  back  in  power  by  9 
p.m.  the  same  night. 
unguarded.  The  plotters'  biggest  mis- 
take had  been  misjudging  the  Soviet 
army.  To  implement  its  state  of  emer- 
gency, they  had  to  rely  on  the  military 
to  fulfill  their  orders.  But  almost  from 
the  start,  a  split  appeared  in  the  army 
ranks,  all  the  way  up  to  the  highest 
levels.  "Just  because  someone  wears  a 


military  uniform  does  not  mean  he  will 
support  the  army  to  take  action  against 
its  own  people,"  declared  General  Kon- 
stantin  Kobets,  a  legislator  in  the  Rus- 
sian Republic,  on  the  first  day  of  the 
coup.  Yeltsin  appointed  him  Russia's  De- 
fense Minister. 

In  the  end,  observes  Mario  Lemme,  a 
Soviet  expert  at  the  Aspen  Institute  in 
Berlin,  "these  people  were  true  old- 
guard  and  totally  out  of  touch  with  reali- 
ty. Almost  all  classic  coup  paraphernalia 


was  absent,"  he  notes.  Roads,  bridgj 
and  transport  terminals  weren't  seal 
off  and  telephone-switching  stations  aj 
power  stations  weren't  guarded,  j 
ready,  toward  the  end  of  the  first  day  1 
became  clear  that  the  coup  masters  hi 
neither  the  guns  nor  the  people. 

By  Rose  Brady  and  Patricia  KranzX 
Moscoiv  and  Peter  Galuszka  in  New  Yo\ 
with  Igor  Reichlm  in  Bonn,  Bill  Javetskil 
Washington,  Douglas  A.  Harbrecht  j 
Kennebunkport,  Me.,  and  bureau  report] 


'HOW  CAN  WE  FULFILL  AN  ORDER  AGAINST  OUR  PARENTS?' 


On  Aug.  19,  the 
world  awak- 
ened to  the 
iw ics  Hint  Sovi- 
et leader  Mi- 
khail Gorba- 
chev's vice- 
president,  Gen- 
nadi/ Yanayev, 
had  led  a  coup  against  him.  BUSINESS 
WEEK  Moscow  Bureau  Manager  Rose 
Brady  and  correspondent  Patricia 
Kranz  quickly  headed  out  into  the 
streets  of  Moscow.  Their  encounters, 
st rouge  and  sometimes  frightening, 
also  hinted  at  the 
amazing  reversals  to 
come. 

At  first,  Moscow's 
streets  looked  as  they 
do  on  any  Monday 
morning.  Then,  at  8:30 
a.m.,  a  column  of  15 
tanks  rumbled  up  Ku- 
tuzovsky  Prospect, 
the  wide  boulevard 
that  leads  to  the 
Kremlin.  As  if  fol- 
lowing an  unspoken 
command,  knots  of 
Muscovites  began 
gathering  around  the 
19-story,  white  marble 
building  of  the  Rus- 
sian Parliament. 
Dubbed  the  White 
House,  it's  the  seat  of 
power  for  Boris  N. 
Yeltsin,  the  Russian  Republic's  newly 
elected  president  and  hugely  popular 
personification  of  reform.  Rumors  flew 
that  the  hard-line  junta  that  had  arrest- 
ed Gorbachev  would  soon  be  coming 
for  Yeltsin.  "This  is  fascism.  We  are 
waiting  for  Yeltsin's  response.  We  are 
ready  to  defend  him,"  said  Nina  Fiti- 
sova,  42,  who  came  to  the  parliament 
instead  of  going  to  work  nearby. 
At  noon,  the  prophecies  of  violence 


seemed  about  to  come  true.  The  tanks 
and  armored  personnel  carriers  in  the 
streets  around  the  Kremlin  started  to 
converge  on  the  White  House.  At  first, 
soldiers  on  the  vehicles  waved  and 
smiled  as  they  moved  slowly  toward 
the  bridge  near  the  Russian  parlia- 
ment. But  they  dove  for  cover  inside 
the  green  or  camouflaged  vehicles  af- 
ter protestors  halted  their  progress  by 
throwing  thick  wire  cables  through  the 
vehicles'  treads. 

The  soldiers,  after  being  cooped  up 
for  about  an  hour,  began  emerging 
from  their  armored  vehicles  to  talk  to 


the  protestors.  Tensions  were  high,  as 
protestors,  some  waving  the  white, 
blue,  and  red  flags  of  Imperial  Russia, 
begged  them  to  turn  back,  to  refuse  to 
fire  on  their  countrymen. 

Then  Yeltsin  suddenly  appeared,  and 
the  mood,  already  electric,  turned  to 
something  near  frenzy.  He  strode  from 
his  office  building  and,  cheered  on  by 
his  supporters,  clambered  onto  one  of 
tiie  tanks.  He  worked  the  soldiers  like 


an  American  pol,  pumping  hands  fur 
ously.  "They  will  not  shoot,"  Yeltsii 
boomed  out  at  the  crowd.  "What  wil 
you  do  if  they  shoot?"  asked  a  skepti 
cal  woman.  "The  Army  will  not  g 
against  its  own  people,"  yelled  Yeltsin] 
The  soldiers  didn't  argue  with  himl 
As  children  took  turns  sliding  into  th 
drivers'  seats  of  the  tanks,  a  dark 
haired  captain,  30,  admitted  he  had 
"the  worst  possible  feeling"  aboul 
what  was  going  on.  Why?  "Because 
the  army  and  the  people  are  the  same 
And  they  are  trying  to  make  us  clash.' 
Would  he  obey  an  order  to  shoot?  "We 
will  fulfill  reasonable 
orders.  In  this  same 
people  are  our  par- 
ents, our  fathers  and 
mothers.  How  can 
we  fulfill  an  order 
against  our  parents?"i 
ramparts.  Some  of 
the  tanks  moved 
away.  No  one  knew 
where  they  had  gone, 
but  everyone  feared 
the  worst.  Protestors 
gathered  up  whatever 
steel  and  concrete! 
they  could  find  tol 
build  makeshift  ram-j 
parts  reminiscent  ofj 
Budapest,  Prague, 
Vilnius,  and  Bucha- 
rest. Reminiscent,  for 
that  matter,  of  Mos- 
cow: A  stone's  throw 
from  the  White  House 
is  a  bridge  where  czarist  troops  massa- 
cred workers  in  1905. 

The  crowds  milled  while  pro-democ- 
racy politicians  gave  speeches.  One 
student  muttered  darkly  that  "Yeltsin 
will  end  up  like  Chile's  Allende."  As  if 
to  prove  him  wrong,  several  tanks 
from  the  elite  Tamanskaya  Division 
that  evening  went  over  to  Yeltsin's 
side,  sporting  the  flags  of  Imperial 
Russia. 
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People  or  beans? 

There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  coimterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  mamtairiing  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 

Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 

And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 


FOR  INVESTORS,  'AFTER  ONE  STEP  BACKWARD, 

IT'S  TWO  STEPS  FORWARD' 


Western  business  is  chastened,  but  strong  signals  from  Moscow  could  bolster  confidence  fast 


:-. 

Pro 

thought  they  had  gotten  used  to  weath  i 
ering  upheaval  in  the  Soviet  Union.  Bui 
the  coup  gave  them  a  case  of  the  jitter.'  is 
they  won't  forget  for  a  long  time.  The 
promise  that  Gorbachev  had  offered  ol 
sweeping  economic  reforms  bolstered  by 
infusions  of  foreign  investment  seemec 
dashed  by  the  emergence  of  the  hard- 
line conservatives.  Now,  in  the  wake  oi 
the  coup's  quick  collapse,  many  inves- 
tors remain  shaky.  "It's  still  a  high-risk 
situation,"  says  John  J.  Goossens,  presi- 
dent of  Belgium's  Alcatel  Bell,  which 
has  three  joint  ventures  in  the  Soviet 
Union.  "The  whole  thing  could  happen 
again  in  six  months.' 

To  win  back  confidence,  Gorbachev 
and  Yeltsin  must  send  strong  signals 
that  the  rules  of  the  game  will  change1 


As  the  tanks 
rolled  into  Mos- 
cow on  Aug.  19, 
John  Mitchell  dis- 
patched a  mes- 
sage to  his  col- 
leagues at  Impe- 
rial Chemical  In- 
dustries PLC:  All 
visits  to  the  Soviet  Union  were  canceled. 
Families  of  employees  there  were  or- 
dered to  leave  the  country.  As  chairman 
of  ICI  East  Europe,  he  also  called  a  halt 
to  several  joint  ventures  that  he  had 
been  negotiating  with  the  Soviets. 

But  48  hours  later,  Mitchell  did  an 
about-face.  As  the  tanks  retreated  and 
reform-minded  politicians  appeared  to 
regain  control,  Mitchell  overruled  his 


earlier  messages  and  prepared  to  re- 
sume joint-venture  talks.  "After  one 
step  backward,  it's  two  steps  forward  to 
a  free  market,"  he  says. 
still  shaky.  Western  executives  are 
elated  to  see  the  reformers  back  in 
charge.  With  the  hard-liners  eclipsed,  the 
prospects  for  accelerating  the  move  to  a 
market  economy  are  looking  more  prom- 
ising than  ever.  "The  positive  develop- 
ment is  that  the  reforms  will  be  much 
faster  and  much  more  radical,"  says 
Alex  Ustraykh,  vice-president  of  Bank- 
ers Trust  Co.  in  London.  At  stake  are 
some  3,400  joint  ventures  with  Soviet  en- 
terprises, valued  at  tens  of  billions  of 
dollars  (table). 

Since  Mikhail  Gorbachev  came  to  pow- 
er in  1985,  scores  of  Western  investors 


hi 
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•  good.  Foreign  investors  are  looking 

•  swift  moves  toward  ruble  convertibil- 
and  privatization.  Perhaps  most  im- 

rtant  is  the  proposed  landmark  union 
iaty  that  provoked  the  coup  in  the 
st  place.  Once  signed,  that  agreement 
II  go  a  long  way  toward  eliminating 
;  jurisdictional  disputes  between  the 
ltral  government  and  republics  that 
ve  bedeviled  business  executives  in 
;  past.  It  will  legalize  private  property 
d  clear  up  ownership  rights  of  natural 
iources.   After  years  of  confusion, 
astern  executives  will  finally  know  the 
;ht  person  to  deal  with. 
That  will  be  welcomed  by  Alcatel  Bell, 
e  company  lost  six  months  over  de- 
rs  in  locating  a  plant  to  produce  so- 
isticated  telephone  switches  in  Lenin- 
ad.  "There  were  constant  disputes 
tween  the  Soviet  PTT,  the  army,  and 
i  city  of  Leningrad  over  who  owned 
lat,"  recalls  Goossens. 
iowball  effect.  The  biggest  impact 
11  be  felt  in  Soviet  oil  fields.  Dozens  of 
estern  companies  have  extended  of- 
rs  to  help  the  Soviets  tap  their  vast  oil 
serves  by  bringing  in  technology  and 
owhow.  To  pay  off  $64  billion  in  debt, 
3  Soviets  desperately  need  to  get  the 
w  fields  pumping — and  generating 
rd  currency.  The  biggest  project  by 
r  is  Chevron's  multibillion-dollar  pro- 
sal  to  develop  the  giant  Tenghiz  oil 
M  in  Kazakhstan.  Four  years  in  nego- 
ition,  the  project  has  been  stalled  by 
dless  wrangling  over  ownership  of 
;lds  and  machinery  and  by  disputes  be- 
reen  ministry  officials  in  Moscow  and 
ose  in  the  republics  over  control.  As- 
ming  the  treaty  is  signed,  James  H. 
ffen,  president  of  the  American  Trade 
msortium,  a  group  of  blue-chip  multi- 
itionals  including  Chevron,  predicts 
at  the  deal  could  go  through  "by  the 
d  of  the  year  or  sooner." 
That  should  have  a  snowball  effect  on 
her  deals  in  the  oil  patch.  Only  hours 
ter  the  army  pulled  its  tanks  out  of 
ntral  Moscow,  business  was  hopping 
Professional  Geophysics  Inc.,  a  con- 
ilting  outfit  in  Houston  that  sells  seis- 
ographic  information.  Six  top  officials 
om  five  Soviet  republics  were  sending 
lexes  confirming  plans  to  attend  the 
mpany's  next  seminar  on  the  Soviet 
riion.  "They  didn't  waste  any  time," 
ys  Thomas  A.  Russell,  the  company's 
iairman.  "I  look  for  things  to  really 
ien  up  now." 

The  mood  at  Fiat's  headquarters  in 
irin  is  also  upbeat.  Fiat's  ground- 
eaking  deal,  worth  $1.5  billion,  would 
s  the  first  major  privatization  of  Soviet 
dustry.  Fiat  gets  a  30%  stake  in  Soviet 
rmaker  vaz  in  return  for  cranking  out 
0,000  midsize  cars.  But  Fiat's  bullish- 
;ss  goes  beyond  sheer  profit.  "This  is 
story  at  stake,"  says  Renato  Ruggiero, 
bo  oversees  Fiat's  international  rela- 


tions. "Everybody  is  going  to  be  eager 
to  help  the  Russians  in  a  much,  much 
more  substantial  way." 

Smaller  companies,  which  have  rushed 
in  to  the  Soviet  Union  to  fill  niches  in 
everything  from  restaurants  to  retailing, 
are  encouraged.  If  the  new  treaty  goes 
through  and  the  Soviet  economy  is  de- 
centralized, the  impact  will  be  felt  first 
at  the  grass  roots.  Take  Bostonian  Hen- 
ry Quinlan,  who  has  been  selling  U.  S. 
consumer  goods,  from  Kellogg's  Corn- 
flakes to  Lands'  End  sportswear,  at  his 
American  Stores  in  Moscow  and  Keme- 
rovo. Soviet  enterprises  buy  his  goods  to 
use  as  payment  for  employees.  "Now 
that  the  bad  guys  aren't  in  the  way," 
Quinlan  says,  he  is  set  to  open  15  to  20 
new  stores  across  the  country.  Gorba- 


chev will  be  under  pressure  to  drop 
trade  restrictions  and  speed  up  access  to 
hard  currency.  "That'll  be  very  good  for 
business,"  he  says. 

The  financial  spigots  that  suddenly 
went  dry  after  the  coup  have  opened  up 
again  just  as  quickly.  On  Aug.  21,  just 
hours  after  the  coup  toppled,  President 
Bush  held  out  the  first  signs  that  the 
Group  of  Seven  industrial  nations  might 
step  forward  with  further  assistance. 
The  new  European  Bank  for  Reconstruc- 
tion &  Development,  created  to  back 
new  enterprises  in  eastern  Europe  and 
the  Soviet  Union,  had  shut  off  all  aid  to 
the  Soviets.  Now,  everything  is  back  on 
track.  "The  West  has  a  greater  incentive 
to  step  in  now,"  says  Ronald  Freeman, 
the  bank's  first  vice-president.  "It  is 


time  to  rethink  the  constraints  [on  Soviet 
lending]." 

Companies  that  have  been  in  Moscow- 
for  years  barely  blinked  during  the  coup. 
"It  was  business  as  usual  at  McDon- 
ald's," says  Peter  Beresford,  vice-presi- 
dent of  McDonalds  Restaurants  of  Cana- 
da Ltd.  The  company  is  sticking  to  plans 
for  an  office  building  in  downtown  Mos- 
cow and  20  more  restaurants.  Others, 
such  as  Pepsico,  U.  S.  food-machinery 
maker  fmc  Corp.,  and  British  engineer- 
ing giant  John  Brown  PLC,  remained 
sanguine  throughout  the  upheaval.  "We 
have  acquired  a  certain  way  of  doing 
business  in  the  Soviet  Union  in  times  of 
turmoil  and  calm,"  says  fmc's  Nha 
Hoang,  director  of  international  busi- 
ness. He  says  FMC  lined  up  financing  in 


August  for  $12  million  in  pea-  and  toma- 
to-processing machinery  to  Moldavia. 

If  Western  executives  were  baffled  by 
the  Soviet  turmoil,  consider  the  plight  of 
Roger  Corman,  king  of  Hollywood's  B- 
movies.  He  was  producing  a  thriller 
called  Red  Target:  The  Plot  to  Kill  Gor- 
bachev. The  day  of  the  coup,  he  renamed 
it,  Red  Target:  The  Plot  to  Overthrow 
the  Soviet  Union.  Will  Corman  revert  to 
the  old  title?  His  staff  says  no.  They'll  i 
stick  with  the  new  title,  thank  you,  and  i 
hope  for  the  best.  With  the  good  guys.  | 
back  in  power,  the  real-life  drama  at  g 
least  seems  headed  for  a  happy  ending.  § 

By  Richard  A.  Melcher  in  London,  with  'i 
Mark  Ivey  in  Houston,  Jonathan  B.  Levine  z 
in  Paris,  David  Greising  in  Chicago,  and  £ 
Joyce  Barnathan  in  New  York  I 


SOVIET  BUSINESS  DEALS  IN  THE  WORKS 


Company 


ALCATEL 

A  $2.8  billion  contract  to  sup- 

France 

ply  advanced  digital  tele- 

phone switches 

CARROLL 

Construction  of  a  $250  million 

GROUP 

hotel/trade  center 

Britain 

CHEVRON 

Exploration  and  development 

U.S. 

of  the  Tenghiz  oil  field,  with 

reserves  2.5  times  those  of 

Alaska's  Prudhoe  Bay 

FIAT 

A  $1 .5  billion  contract  to  as- 

Italy 

semble  300,000  autos  a  year, 

a  third  of  them  for  export 

GENERAL 
MOTORS 

U.S. 


A  five-year  deal  to  supply 
auto  parts  worth  $1  billion 
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GORBY'S  BACK — BUT  SOME 
TRADERS  ARE  STILL  SHAKING 


Uncertainty  continues  to  reign  in  the  oil  and  gold  markets 


No  one  can  blame 
traders  for  being 
wrung  out  follow- 
ing the  market's 
coup-induced  pan- 
ic attack.  But  for 
those  swapping 
gold  and  oil,  the 
high  anxiety  re- 
mains far  from  over. 

The  Soviets  don't  have  much  the 
world  wants  right  now — except  hydro- 
carbons and  gold.  And  traders  of  those 
commodities  are  going  crazy  trying  to 
figure  out  the  Soviets'  next  move.  To 
judge  from  the  markets,  their  guess  of 
the  moment  is  that  while  Soviet  oil  and 
gas  production  won't  collapse  altogeth- 
er, the  hard-currency-hungry  central 
government  soon  will  boost  sales  of 
gold.  That  briefly  sent  the  dollar  surging 
as  the  safe  haven  of  choice. 
bad-news  bulls.  Not  so  stocks  (charts). 
Word  of  the  Aug.  19  coup  clipped  70 
points,  or  2.4%,  from  the  Dow  Jones  in- 
dustrial average.  Frankfurt  plummeted 
9.4%,  and  Hong  Kong's  Hang  Seng  in- 
dex dove  8.4%.  "When  in  doubt,  the  first 
impulse  is  to  get  out,  and  there  was  a 
panic  reaction  in  the  Far  East  when  the 
news  first  came  out,"  says  Michael 
Metz,  chief  investment  strategist  at  Op- 
penheimer  &  Co.  "In  New  York,  we  had 
12  hours  to  react,  and  the  more  you 
thought  about  it,  the  less  severe  you 
realized  the  impact  of  the  coup  would 


be."  Given  time  to  ponder  the  implica- 
tions of  the  coup,  virtually  every  stock 
market  gained  back  some  of  its  loss.  In 
the  U.  S.,  the  Dow  edged  up  0.5%  on 
Aug.  20,  and  then,  with  the  news  of  the 
coup's  failure  and  Gorbachev  being 
freed,  surged  to  close  up  3%. 

The  gyrating  market  in  Treasuries 
wasn't  much  of  a  shelter  from  the 
storm.  Short-term  governments  rallied, 
but  the  benchmark  30-year  U.  S.  Trea- 
sury bond  lost  a  quarter-point  in  price  on 
Aug.  19,  pushing  yields  from  8.08%  to 
8.11%.  The  following  day,  however,  the 
bad-news  bulls  ran  again,  and  the  long 
bond  gained  back  a  quarter-point  in 
price.  The  news  of  the  coup's  failure 
ended  the  flight  to  quality  in  the  short 
end  of  the  bond  market  and  sent  prices 
up  on  the  long  bond.  "Now  it's  back  to 
business  as  usual,"  says  Anthony  R. 
Jiorle,  a  quantitative  specialist  for  Van- 
guard Group. 

The  dismal  performance  of  gold  in  this 
time  of  crisis  confirmed  that  the  pre- 
cious metal's  reputation  as  a  safe  haven 
is  fading.  Rather,  the  dollar  assumed 
gold's  traditional  mantle  as  the  safest 
repository  of  value  when  world  affairs 
are  especially  hairy.  The  greenback 
gained  3.4%'  against  the  German  mark 
on  Aug.  19,  even  with  central  bank  inter- 
vention from  Britain,  France,  Germany, 
Italy,  and  Japan.  But  after  the  initial 
panic,  and  the  failure  of  the  coup,  the 
dollar  gave  up  its  gains.  Gold,  which 


barely  moved  on  Aug.  19,  dropped  if 
the  following  day,  sinking  below  its  pi 
coup  levels. 

Where's  the  customary  spike?  E 
plains  Paul  Hopkins,  head  of  internatio 
al  equities  for  London-based  Kemper  ] 
vestment  Management  Co.:  "The  risk 
Russia  having  to  sell  gold  to  get  ha 
currency  probably  offsets  the  benefit 
gold  prices  of  the  uncertainty."  The  ne< 
for  hard  currency  has  already  caus< 
the  Soviets  to  make  major  sales  of  pla 
num  in  recent  months. 
immediate  worry.  The  story  behir 
oil's  moves  right  after  the  coup  is  sin 
lar  but  less  straightforward.  At  first, 
sprinted  up  more  than  $1  a  barrel, 
$22.45  a  barrel,  then  eased  20<t  the  ne 
day.  Home  to  vast  reserves  of  crude,  tl 
Soviet  Union  is  the  leading  producer 
oil  and  natural  gas  and  a  big  exporter  ( 
oil.  Soviet  oil  production  has  been  declii 
ing  steadily  for  years,  and  analysts  nol 
that  if  conditions  deteriorate  furthe 
Western  nations  might  wind  up  eve 
more  reliant  on  opec.  The  immediat 
worry  when  news  of  the  coup  came  oi 
was  labor-related:  If  the  Soviet  oil  indu 
try  were  to  go  on  strike,  and  crude  e: 
ports  were  shut  down,  the  disruption  t 
world  markets  could  easily  have  rivale 
that  following  Iraq's  invasion  of  Kuwa 
a  year  ago. 

In  the  past,  however,  the  Soviets  hav 
worked  hard  to  keep  up  exports  to  th 
West,  notes  Adam  E.  Sieminski,  a  Was! 
ington-based  energy  analyst  for  Count 
NatWest  USA.  Regardless  of  who  is  i 
power,  a  program  to  revitalize  the  o 
sector  will  be  a  high  priority.  "The  onl 
thing  that  they  could  sell  in  world  mai 
kets  is  oil  and  gold,"  says  Sieminsk 
That  plain  fact,  together  with  the  Sov 
ets'  increasingly  dire  need  for  hard  cur 
rency,  figures  to  make  the  oil  and  gol 
markets  more  and  more  hazardous. 

By  Suzanne  Woo/ley,  with  Rober 
Buderi,  in  New  York,  and  bureau  reports 
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MEASURED  AGAINST 
15  CURRENCIES 


It  might  be  an  extra  pillow.  Or  a  lightly  scented  hot  towel.  Maybe  it's  the  Independent  Television  News  beamed  daily 
via  satellite  from  London.  All  little  things.  But  while  we  operate  the  youngest,  most  modern  fleet  around  the  world, 
we've  never  forgotten  how  important  those  little  things  can  be.  Singapore  Airlines  flies  to  over  60  cities  across 

A  great  way  to  fly 

5  continents  with  a  standard  of  inflight  service  even  other  airlines  talk  about.  SinGAPORE  AIRLIflES 


GOVERNMENT  I 


PITY  THE  POOR 
TAXPAYER 


STATES  AND  CITIES  ARE  SQUEEZING  EVER  HARDER 


■  n  California,  Republican  Governor 
I  Pete  Wilson  engineered  the  biggest 
I  tax  increase  in  the  state's  history, 
dwarfing  even  Ronald  Reagan's  1967  tax 
hike.  In  Pennsylvania,  lawmakers  duked 
it  out  on  the  floor  of  the  legislature  over 
the  state's  largest-ever  tax  hike.  And  in 
Connecticut,  the  gov- 
ernment shut  down 
while  Governor  Lowell 
P.  Weicker  Jr.  and  the 
legislature  battled 
over  inflicting  a  state 
income  tax  for  the 
first  time  (page  34). 

While  Washington 
blithely  ignored  the 
national  deficit,  gover- 
nors and  state  legisla- 
tors spent  the  spring 
and  summer  in  the 
ugly  business  of  bal- 
ancing budgets.  And 
now  that  they're 
about  done,  the  debris 
of  no-new-tax  pledges 
litters  statehouse  lawns  across  the  coun- 
try. A  handful  of  states  are  still  wres- 
tling with  1992  budgets,  but  so  far  this 
year,  at  least  33  have  raised  more  than 
$17  billion  in  new  taxes.  And  the  hikes 
have  been  surprisingly  nonpartisan:  Re- 
publican Wilson  in  California,  Democrat- 
ic Governor  Robert  P.  Casey  in  Pennsyl- 
vania, and  independent  Weicker  in 


THE  TAX  BITE 
JUST  GETS  BIGGER 

TAXES  AS  A  SHARE  OF  GNP 
■  FEDERAL         ■STATE  &  LOCAL 


BILLIONS  OF  DOLLARS 


PERCENT 

DATA:  CENSUS  BUREAU,  CONGRESSIONAL  BUDGET  OFFICE 


Connecticut  all  took  the  lead  in  state  tax- 
raising  efforts.  Says  J.  Phil  Carlton,  ex- 
ecutive director  of  the  National  Re- 
source Center  for  State  Laws  & 
Regulations:  "It's  just  a  mad  scramble 
to  find  new  ways  to  raise  money  for 
state  coffers." 

It's  happening  not 
just  at  state  capitols. 
Nearly  85%  of  all  cit- 
ies have  raised  taxes 
or  fees  in  the  past 
year,  according  to  the 
National  League  of 
Cities.  In  the  reces- 
sion-ravaged North- 
east, a  startling  97.9% 
of  cities  raised  levies. 
fiscal  hits.  The  reces- 
sion has  hammered 
some  states  harder 
than  others,  but  all 
have  taken  a  fiscal  hit 
in  the  past  year.  For 
one  thing,  federal  aid 
to  state  and  local  gov- 
ernments has  been  slipping  for  the  past 
decade.  At  the  same  time,  state  spend- 
ing for  education  and  health  care  has 
ballooned. 

It's  no  surprise  that,  over  the  last  10 
years,  state  and  local  taxes  have  in- 
creased far  faster  than  federal  levies.  In 
1990,  state  and  local  governments  col- 
lected more  than  $500  billion  in  taxes. 


OTHER  MISSISSIPPI 
IOWA  ITSELF  IS  LOOKIK 


That's  more  than  9%  of  the  nation'  .;, 
gross  national  product — and  it's  near]  >w 
10%  higher  than  the  level  a  decade  ag 
and  more  than  double  the  share  of  GN  , 
in  1970.  By  contrast,  the  federal  tax  tak  ■ 
has  hovered  at  19%  of  GNP  for  the  pas 
four  years  and  is  still  well  below  it  - 
peak  of  more  than  20%  in  1981. 

For  most  of  the  Roaring  '80s,  ne^  m 
demands  on  states  and  cities  weren't  ;  j  i 
problem.  Surging  consumer  spending 
and  real  estate  values  pumped  up  reve  ,t 
nues  and  bankrolled  all  the  new  chores  u 
The  recession  has  burst  the  revenui  j, 
bubble.  "The  revenues  were  flowing  ii , 
the  '80s,"  says  Jeffrey  L.  Esser,  execu 


'!'! 


READ  THEIR  LIPS, 
AND  GRAB 
YOUR  WALLET 

So  far  this  year,  33  states 
have  attempted  to  bring 
their  battered  budgets 
under  control  by  adopting 
$1  7  billion  in  tax  increases. 
Here  are  just  a  few: 


DATA  PRICE  WATERHOUSE,  BW 


TOTAL  TAX  j 
INCREASE  ! 


CALIFORNIA 


The  top  personal  income  tax 
rate  bumped  to  11%,  with  de- 
ductions for  upper-income 
taxpayers  curbed.  Sales 
taxes  raised  to  8.25%  and 
imposed  on  a  variety  of 
new  products,  including  snack  foods 
and  newspapers.  Auto-license  fees, 
beer  and  wine  taxes  also  higher 

$7.3  BILLION 


PENNSYLVANIA 


The  personal  incoi 
tax  rate  upped  a  p 
to  3. 1  %,  the  corpc  , 
net  income  tax  rate  raised  to  1 2.'i 
from  8.5%.  Sales  tax  imposed  on  | 
wide  variety  of  services  from 
computer  programming  to  lawn  c  \* 
Pizza  deliveries  and  rental  cars 
also  subject  to  new  levies 

$3.3  BILLION 
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lRE  DEBATING  FOLLOWING  IOWA'S  LEAD  IN  RIVERBOAT  GAMBLING 
ITS  TAKE  FROM  WAGERING  WITH  NEW  VIDEO  LOTTERY  MACHINES 


CALIFORNIA 


SPRING  WATER  IS  AMONG  THE  NEW  ITEMS 
ON  THE  LIST  OF  TAXABLE  PRODUCTS 


e  director  of  the  Government  Finance 
ficers  Assn.  "Now,  the  responsibilities 
I  still  there,  but  the  money  isn't." 
So  governors  and  mayors  are  strug- 
ng  to  find  the  cash  they  need.  Many 
ites,  including  Maine,  Vermont,  and 
trth  Carolina,  have  either  raised  per- 
aal  income  tax  rates  or  put  heavy  tem- 
rary  surcharges  on  individual  taxpay- 
i.  Others,  such  as  Missouri,  have 
ted  broad-based  business  taxes.  Neva- 
,  which  prides  itself  on  having  no  cor- 
rate  income  tax,  adopted  a  "business 
ivilege  tax."  Based  on  the  number  of 
lployees,  the  levy  could  cost  a  compa- 
operating  in  the  state  as  much  as 


$400,000  a  year.  New  York  and  Minneso- 
ta, among  others,  have  enacted  less  far- 
reaching  business  tax  increases.  And 
cash-strapped  Pennsylvania  and  Califor- 
nia have  tapped  both  individuals  and 
companies  in  a  big  way  (table). 

But  from  Maine  to  California,  sales 
taxes  have  been  the  hike  of  choice.  Not 
only  were  tax  rates  raised  but  the  num- 
ber of  products  subject  to  new  levies  has 
also  skyrocketed.  In  the  coming  year, 
you'll  be  paying  taxes  on  Evian  in  Cali- 
fornia, doughnuts  in  Maine,  ZZ  Top  tick- 
ets in  Texas,  and  pizza  in  Pennsylvania. 
Says  Douglas  L.  Lindholm,  a  state  tax 
policy  analyst  at  Price  Waterhouse:  "The 


primary  focus  this  year  has  been  ex- 
panding the  sales  tax  base." 

Sales  taxes,  the  second-largest  source 
of  state  and  local  tax  revenue  after 
property  levies,  are  an  easy  way  to  raise 
big  bucks.  But  the  recession  has  shown 
that  a  tax  regime  based  on  sales  and 
property  taxes  is  highly  vulnerable  to  a 
downturn.  Consumer  sales  drop,  proper- 
ty values  plummet — and  expected  reve- 
nues vanish.  The  result:  more  tax  hikes. 

Not  every  state  raised  taxes  this  year. 
In  Massachusetts,  a  Republican  political 
newcomer,  Governor  William  F.  Weld, 
was  able  to  keep  his  no-new-taxes  prom- 
ise. But  the  cost  was  high:  He  cut  spend- 


NEW  YORK 


After  arduous  debate, 
an  already  scheduled 
/     personal  income 
tax  cut  deferred, 
gy  taxes  raised,  sales  tax  base 
Jened  to  include  levies  on 
uter  software,  shipping  and 
iry  costs,  and  telephone 
ering  services 


$1  BILLION 


NORTH  CAROLINA 


Top  corporate  and 
personal  income  tax 
rates  raised  to  7.75% 
from  7%,  general  sales  tax  raised 
by  a  full  percentage  point  to  U%, 
and,  in  a  shocker  for  a  state  where 
tobacco  is  the  No.  1  cash  crop, 
cigarette  excise  taxes  raised  by 
3<t  per  pack,  to  5<t 

$657  MILLION 


MAINE 


Personal  income  tax  rate 
hiked  to  8.6%,  from  8.5%. 
New  income  tax  surcharges 
of  up  to  1  5%  for  individuals 
and  1 0%  for  corporations.  Gas 
tax  raised  from  1 7<t  a  gallon  to  1  9<t. 
Sales  tax  increased  to  6%  from 
5%  and  levied  on  many  new 
products,  including  snack  foods 

$300  MILLION 


BUSINESS  WEEK/SEPTEMBER  2,  1991  33 


t 

r 


ing  for  state  welfare  programs  and 
slashed  aid  to  cities  and  towns  by  12%. 
His  budget-balancing  ace  in  the  hole  was 
$800  million  in  one-shot  revenues,  much 
of  which  came  from  selling  state  proper- 
ty and  transferring  debt  off  the  state's 
books.  Another  one-time  windfall:  $200 
million  from  shifting  the  cost  of  medic- 
aid reimbursements  from  the  state  to 
the  federal  government.  The  gimmick, 
which  is  being  widely  used  by  states, 
has  cost  the  federal  government  as 
much  as  $5  billion  this  year.  Predictably 
enough,  Budget  Director  Richard  G. 
Darman  has  vowed  to  halt  the  practice. 
video  games.  The  endless  budget 
crunch  will  force  states  to  keep  scram- 
bling for  new  sources  of  revenue.  Lot- 
teries will  continue  to  grow.  In  Texas, 
the  legislature  not  only  raised  taxes  and 


fees  by  $2.1  billion  but  also  put  a  state 
lottery  on  the  November  ballot.  Up  and 
down  the  Mississippi  River,  states  are 
debating  following  Iowa's  lead  in  allow- 
ing riverboat  gambling.  At  this  year's 
meeting  of  the  National  Conference  of 
State  Legislatures,  vendors  were  show- 
ing off  the  latest  in  money-making  gim- 
micks for  states:  video  lotteries.  Already 
these  video  versions  of  poker  and  black- 
jack are  getting  a  hard  look  in  South 
Carolina,  Mississippi,  and  Iowa.  Another 
hot  new  revenue-raiser:  higher  license 
fees  for  everyone  from  physicians  to 
cosmetologists. 

States  are  going  to  need  those  new 
sources  of  revenues.  They're  being 
squeezed  by  voters'  resistance  to  tradi- 
tional tax  hikes  and  their  demand  for 
costly  new  services.  In  California,  the 


epicenter  of  the  1970s  tax  revolt,  \t> 
liners  want  voters  to  approve  all  full 
tax  increases.  "People  realize  that 
have  lost  their  right  to  vote,  and  fcj 
want  it  back,"  says  Joel  Fox,  presi  ni 
of  the  Howard  Jarvis  Taxpayers  As 
Unless  the  economy  booms,  the 
look  for  state  and  local  governmenl 
bleak.  Those  that  dodged  the  fiscal 
let  this  year  may  have  only  put  off] 
inevitable.  In  the  face  of  voter  op; 
tion,  the  pace  of  tax  hikes  may  slo 
the  next  few  years.  But  if  it  does,  so  111 
the  level  of  government  services,  jh 
states  and  cities  have  few  optiorl 
they'll  simply  have  to  do  less  with  If 
By  Howard  Gleckmun  in  Washing* 
with  Ronald  Grocer  in  Los  Angeles,  Jom 
Weber  in  Philadelphia,  and  KeithX 
Hammonds  in  Boston 


IS  THIS  ANY  WAY  TO  WRITE  A  BUDGET? 


As  Hurricane  Bob  roared  outside, 
legislators  in  the  Connecticut 
State  Capitol  worked  furiously 
to  end  a  storm  of  their  own  making:  a 
budget  crisis  that  dragged  on  for  al- 
most eight  weeks.  At  long  last, 
on  Aug.  21,  the  Democrat-controlled 
Senate  and  House  were  set  to  give 
Independent  Governor  Lowell  P. 
Weicker  Jr.  the  personal  income  tax  he 
demanded. 

Weicker's  victory  didn't  come 
cheap.  The  reputation  of  nearly 
every  politician  in  the  state  has 
suffered,  and  Connecticut  has 
become  an  object  lesson  in  how 
not  to  craft  a  budget.  Through- 
out the  standoff,  Weicker  didn't 
give  an  inch.  He  vetoed  three 
budgets  that  expanded  the  sales 
tax  base  without  touching  in- 
comes. He  did  so  even  though 
the  second  of  his  vetoes  trig- 
gered temporary  furloughs  of 
some  20,000  state  workers  and 
shut  down  state  parks  at  the 
peak  of  tourist  season. 
summer  vacation.  The  deal  the 
governor  finally  O.  K.'d  will  im- 
pose a  personal  income  tax  of 
4.5%  and  a  reduction  in  the  sales 
tax  from  8%  to  6%.  It  should  go  a 
long  way  toward  plugging  Connecti- 
cut's $937  million  revenue  gap.  The 
$7.9  billion  budget  will  include  spend- 
ing reforms  and  a  constitutional  spend- 
ing cap.  The  sales  tax  cut,  coupled  with 
a  reduction  in  the  13.8%  corporate  in- 
come tax  rate,  the  nation's  highest, 
should  give  Connecticut's  economy  a 
much-needed  boost.  The  new  tax  re- 
gime "could  begin  to  reverse  Connecti- 


cut's downward  spiral,"  says  business 
lobbyist  Kenneth  Decko. 

But  those  benefits  are  still  on  the 
horizon,  while  the  political  problems 
are  here  and  now.  To  the  dismay  of 
voters  of  all  stripes,  many  lawmakers 
went  on  vacation  at  the  height  of  the 
battle.  "It's  absolutely  ridiculous," 
says  retired  engineer  William  F.  Mid- 
dlemass  of  Newington.  "With  the  state 


in  the  mess  it's  in,  they  had  no  right  to 
take  a  vacation."  Even  those  who 
didn't  take  time  off  say  that  angry  vot- 
ers have  accosted  them  at  grocery 
stores,  banks,  and  church  services. 
Says  Democratic  Senator  Kevin  B.  Sul- 
livan: "It's  the  most  dispiriting,  frus- 
trating time  I've  had  in  20  years  in 
politics." 

Weicker's  lack  of  party  affiliation 


made  a  budget  deal  more  difficult  th 
it  might  have  been.  Republicans  we|  I 
out  to  punish  the  governor  for  runniri  | 
as  an  independent  and  depriving  tl|  i 
GOP  of  a  chance  to  put  another  stati  i 
house  in  their  column.  Says  one  Repui  J 
lican  representative:  "People  hate  hi*, 
to  such  an  extent  they  won't  vote  fcj  I 
anything  Weicker  wants." 
The  governor  also  had  to  contend  i 
with  politicians'  innate  reluctana 
to  levy  an  easy-to-spot  tax  wherl 
none  was  before.  Legislator 
came  up  with  myriad  altera* 
tives,  including,  improbably, 
proposal  to  tax  mortgages  an| 
commercial  leases.  "That's  ir|j 
sane,"  says  Democratic  Senatol 
George  C.  Jepsen.  In  his  Fah| 
field  County  district,  office  vst 
cancies  average  25%. 

As  it  became  clear  that  Weick'f 
er  was  going  to  hold  fast  until  hi 
got  his  income  tax,  the  rhetoril 
hit  new  highs — or  lows.  Reprel 
sentative  Richard  Foley  Jr.,  del 
nouncing  Weicker's  second  veto! 
said,  "If  arrogance  were  tax  rev! 
enue  we'd  have  a  surplus." 

The  hot  air  and  hard  feelings! 
will  end  up  costing  Connecticut's? 
taxpayers  plenty.  During  the  erij 
sis,  the  state  paid  $100,000  a  day  ir 
interest  on  short-term  debt  it  incurrec. 
every  time  it  passed  a  stopgap  funding 
measure.  The  political  costs  are  harder 
to  measure,  but  the  legislators  who 
worked  during  a  hurricane  to  end  thel 
fiscal  crisis  may  find  that  the  storm  did] 
less  damage  to  the  state  than  the  im-1 
passe  did  to  their  careers. 

By  Lisa  Driscoll  in  Hartford 
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IFTER  THE  MIATA,  MAZDA 
SN'T  JUST  IDLING 


t's  following  up  the  huge  success  with  a  new,  slightly  upscale  lineup 


2.5- 


2.0- 


1 


▲  PERCENT 


azda  Motor  Corp.  long  has  been 
the  low-price  Japanese  alterna- 
tive— and  a  distant  fourth  in 
'ie  U.  S.  to  Toyota,  Honda,  and  Nissan, 
lut  two  years  ago,  it  decided  to  change 
riat.  First  came  a  new  advertising  slo- 
an,  "It  just  feels  right,"  promoting  the 
lea  that  Mazda's  attention  to  detail 
lakes  driving  its  cars  an  intensely  per- 
onal  and  fun  experience.  Lending  some 
ubstance  to  that  claim  was  the  launch 
f  the  phenomenally  successful  Miata 
oadster. 

Now,  for  the  serious 
tuff.  Following  the 
liata's  success  with 
iudget-minded  sports 
ar  lovers,  Mazda  is 
;earing  up  to  compete 
.gainst  the  big  guys 
vith  mainstream  pred- 
icts, too.  Over  the  next 
line  months,  starting  in 
September  with  a  new 
ligh-end  929  sedan,  it 
vill  replace  virtually  its 
•ntire  car  line.  That's 
lot  all:  On  Aug.  20, 
klazda  took  the  wraps  off  plans  for  the 
^mati,  a  new  luxury  car  line  aimed  di- 
rectly at  Toyota's  Lexus  and  Nissan's 
nfiniti  brands. 

IOLDIN6  steady.  Showrooms  for  the 
lew  cars — named  after  a  17th  century 
ramily  of  renowned  Italian  violin  mak- 
irs — won't  open  until  spring,  1994.  But 
Hazda  already  has  established  a  momen- 
.um  that  should  serve  it  well  until  those 
ligher-margin  products  kick  in.  Mazda  is 
he  only  major  carmaker  this  year  to 
lold  sales  level  with  last  year  in  a  car 
md  light-truck  market  that's  down 
.3.4%.  Even  its  larger  Japanese  rivals 
lave  seen  sales  slip  anywhere  from  5%' 
|  10%. 

That  accomplishment  gives  Mazda 
learly  3%  of  the  U.  S.  market,  up  from 
i.3%  just  three  years  ago  (chart).  "Maz- 
la  is  outperforming  everyone  else  this 
rear,  and  it's  all  marketing-driven,"  says 
Christopher  W.  Cedergren,  senior  vice- 
>resident  for  market  researcher  AutoPa- 
:ific  Group  in  Santa  Ana,  Calif.  Despite 
)ffering  many  models  that  have  gone 
leveral  years  without  a  redesign,  the 
:armaker  has  used  dealer  incentives  and 
>ccasional  customer  rebates  to  keep  its 
)roducts  in  demand,  he  says. 

Rolling  out  first  in  Mazda's  line  of 
lew  wheels  will  be  its  $25,000  929  sedan, 


MAZDA  SHIFTS  INTO 
HIGHER  GEAR 


positioned  further  upscale  to  compete  di- 
rectly with  the  Acura  Legend.  Ceder- 
gren, who  has  driven  a  prototype,  claims 
the  sedan  has  "a  little  more  finesse,  a 
little  more  detail"  than  the  Legend.  Maz- 
da also  will  launch  a  new,  entry-level 
sporty  coupe,  the  MX-3,  selling  in  the 
midteens.  Its  advantage?  A  new,  small 
V-6  engine  that  should  give  it  a  slight 
edge  in  performance  and  a  big  one  in 
marketing  over  its  competitors'  four-cyl- 
inder jobs.  Next  spring  will  bring  a  new 
626  family  sedan,  MX-6  coupe,  and  RX-7 
sports  car. 

Mazda's  plan,  ana- 
lysts say,  is  to  aim  its 
core  products  at  a 
slightly  more  sophisti- 
cated and  discriminating 
buyer  than  its  competi- 


SHARE  OF  U.S.  MARKET 
FOR  CARS  AND 
LIGHT  TRUCKS 


to  a  smaller  target  audience  and  be 
No.  1  on  some  lists."  The  new  MX-3  is  an 
example:  "If  you  want  a  V-6  in  that 
class,  there's  only  one  place  to  go." 

Given  that  Lexus  and  Infiniti  will  be 
on  their  second  generation  of  feature- 
laden  products  by  the  time  Amati  ar- 
rives, it  will  be  hard  to  win  luxury  buy- 
ers on  features  alone.  So  it  probably  will 
compete  on  price.  Mazda  executives  say 
the  cars  will  be  priced  at  the  same  level 
as  Lexus  and  Infiniti,  whose  flagship 
models  now  sell  for  around  $40,000.  But 
analysts  expect  Mazda  to  tag  its  models 
a  notch  under  its  competitors,  the  price 
for  coming  late  to  the  game. 
from  scratch.  With  a  family  of  prod- 
ucts that  already  range  from  a  $7,000 
subcompact  to  big  sedans  close  to 
$30,000,  Mazda  has  little  choice.  If  it 
wants  to  expand,  it  has  to  construct  a 
luxury  franchise  from  scratch.  "There's 
no  other  way  to  establish  a  serious  and 
credible  luxury  marque  and  realize  the 
kind  of  price  premium  that  only  a  luxury 
car  brand  can  bring,"  says  Leonard 
Sherman,  vice-president  for  the  auto 
practice  at  Booz,  Allen  &  Hamilton  Inc. 
in  New  York. 

Mazda  hopes  to  make  things  easy  on 


DATA  HMD'S  MOUOmtUFOtlS 


MAZDA  929  SEDAN:  AT  $25,000,  IT'S  POSITIONED  TO  COMPETE  WITH  THE  ACURA  LEGEND 


tion — probably  at  slightly  lower  prices. 
Whereas  the  Nissan  240SX  and  Toyota 
Celica  are  especially  targeted  at  women 
in  their  mid-  to  upper  20s,  the  upcoming 
MX-6  is  designed  more  as  a  luxury,  two- 
door  coupe  for  a  slightly  older,  more 
affluent  male  audience  that  prefers  a 
racier  look. 

It's  a  strategy  that  keeps  Mazda  a  tad 
off  the  center  of  increasingly  crowded 
market  segments.  "We  don't  want  to  be 
No.  2  on  everybody's  shopping  list," 
says  Clark  J.  Vitulli,  senior  vice-presi- 
dent of  the  company's  U.  S.  marketing 
arm  in  Irvine,  Calif.  "We  want  to  appeal 


its  new  Amati  dealers.  To  reduce  the 
capital  dealers  will  have  to  shell  out, 
Mazda  has  stripped  away  some  of  the 
requirements  that  made  Lexus  and  In- 
finiti dealerships  so  expensive.  Show- 
rooms must  be  exclusive  to  Amati,  for 
example,  but  service  facilities  may  be 
shared  with  another  brand.  The  new  di- 
vision hopes  to  have  at  least  50  dealers 
lined  up  by  the  time  it  opens.  Meanwhile, 
Mazda  will  want  to  think  about  names 
for  the  new  models.  Maybe  they'll  even 
name  one  after  the  Amati  family's  most 
famous  student — Antonio  Stradivari. 

By  Larry  Armstrong  in  Los  Angeles 
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n®  is  already  open,  you  say? 
at  depends  on  how  you 
Tine  "open."  If  you  define  it  in 
ms  of  SPARC®-based  tech- 
logy,  then  yes.  If  you  limit 
ur  view  to  just  one  operating 
;tem,  then  yes  again. 

But  if  you  define  open  in 
:  true  sense  of  the  word  - 
mputers  and  applications 
>rking  together  across  a  wide 
ige  of  operating  environ- 
•nts  and  hardware  platforms 
hen  vou  mighl  conclude  Sun 
't  quite  open. 

At  least  not  without  Net- 
)ik  Application  Support 
AS).  Digital's  approach  to 
en  computing  that  employs 
lustry  standards  to  integrate 
stems  and  applications  from 
zens  of  different  vendors, 
in  included. 

By  standards,  we  don't 
tan  a  handful  of  interfaces 
d  protocols,  but  a  compre- 
nsive  set  of  products  and  serv- 
s  implemented  and  refined 
er  the  course  of  years. 

In  networking,  for  exam- 
?,  we  pioneered  the  develop- 
?nt  of  Ethernet,  and  have 
plemented  more  standards 
an  anyone,  including  FDDI, 
:P/IP,  OSI  and  the  X  family. 

In  software,  Digital's 
:hnology  is  the  basis  for 
SF's  DCE  and  MOTIF0, 
eve    implemented  STDL, 


SOL,  POSIX,  X®Open,  the  list 
goes  on.  And  in  the  widely  her- 
alded ACF  initiative,  we  were 
instrumental  in  unifying  over 
20  companies  behind  a  single 
set  of  new  standards. 

In  support  and  service, 
we  lead  the  market  in  delivering 
fully  integrated  multi-vendor 
solutions  from  desktop  to  data 
center.  And  with  DECathena 
Services  we  offer  the  only 
multi-vendor  distributed  work- 
station management  solution. 

All  of  which  means  we're 
opening  up  a  whole  new  world 
of  possibilities  for  people  who 
use  Sun  workstations.  Now 
they  can  exploit  the  power  of 
applications  running  on  other 
platforms  in  your  company, 
be  they  from  IBM®,  Apple®, 
Hewlett-Packard11',  almost  any- 
one. And  they  can  keep  on  work- 
ing the  way  they're  used  to 
working,  because  NAS  accom- 
modates the  desktop  interface 
they  already  understand. 

It  also  accommodates  the 
systems  and  applications  in 
which  you've  already  invested 
time  and  resources.  While 
keeping  your  options  open  for 
whatever  technologies  you 
need  to  add  later  on.  Even  if 
they  come  from  Sun. 

To  find  out  more,  talk  to 
a  Digital  rep- 
resentative. 
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REAL  ESTATE  I 


AT  COTTONWOOD  BEND  DEVELOPMENT  IN  ALLEN,  TEX.,  NEW-HOME  SALES  ROSE  30%  IN  JULT 


EVEN  EASY  MONEY  ISN'T  GETTING 
HOUSING  OFF  THE  DIME 


Consumers  are  too  nervous  to  grab  the  lowest  interest  rates  in  years 


You  hear  the  economics  correspon- 
dents on  TV,  you  read  them  in  the 
paper.  They  all  talk  about  how 
important  the  housing  industry  is  to  the 
economy.  Low  interest  rates,  they  say, 
will  jolt  the  industry  the  way  hot  coffee 
wakes  a  sleepy  commuter  rolling  into 
work  on  the  8:02.  So  how  come  the  econ- 
omy isn't  catching  a  buzz? 

The  fact  is,  cheaper  mortgage  money 
has  helped  boost  housing  starts  and  per- 
mits for  future  building  in  recent 
months.  But  this  ain't  the  '80s.  No  long- 
er do  home  prices  have  nowhere  to  go 
but  up.  And  bankers  these  days  sure  ask 
a  lot  of  nosy  questions.  Against  such  a 
backdrop,  the  rate  decline  looks  a  lot 
more  like  a  nudge  than  a  hard  push. 
heavy  volume.  Even  before  their  recent 
plunge,  mortgage  rates  generally  have 
been  low,  at  least  since  the  recession 
began.  But  since  late  June,  they've 
dropped  steadily,  thanks  to  a  strong 
bond  rally,  the  Federal  Reserve's  move 
to  cut  short-term  rates,  and,  more  re- 
cently, a  lower-than-expected  Consumer 
Price  Index  that  eased  inflationary  fears 
(charts).  Now,  a  home  buyer  can  lock  in 
a  30-year  conventional  mortgage  for  an 
average  rate  of  9.29%,  according  to  a 
recent  survey  by  HSH  Associates  of  But- 
ler, N.J.  That's  the  lowest  since  1987, 
when  the  fixed-rate  mortgage  hit  a  10- 
year  low  of  9.097'  and  sparked  the  big- 


gest surge  in  loan  volume  ever.  The  av- 
erage one-year  adjustable-rate  mortgage 
has  dropped  to  7.07%,  the  lowest  since 
ARMS  hit  the  market  in  1981. 

Even  so,  the  lingering  recession  has 
blunted  the  benefits  of  lower  mortgage 
rates.  "Lower  rates  are  always  positive, 
but  they  aren't  the  sole  determining  fac- 
tor" in  the  decision  to  buy  a  home,  says 
David  W  Quinn,  executive  vice-president 
of  Centex  Corp.,  the  nation's  largest 
builder  of  single-family  homes.  "There 
also  has  to  be  consumer  confidence." 

There  isn't  much  of  that  going  around 
right  now.  The  Conference  Board's  in- 
dex  of  consumer  confidence,  down 
slightly  in  July  to  77.7  from  78  in 
June,      has  hardly 
changed  over  the  past 
five  months.  "People 
find  it  hard  to  make 
a  commitment," 
says  Anne  Keating,  an 
Atlanta   real  estate 
agent  who  recently 
failed  to  sell  a  home 
after  showing  it  to  50 
prospects.  Small  won- 
der: With  the  econom- 
ics forecasting  unit  at 
the     University  of 
Georgia  predicting 
that  up  to  30,000  Geor- 
gians might  lose  their 
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jobs  this  year,  potential  buyers  in  ■ 
Atlanta  area  are  being  extra  cautioij  III 

Keating's  colleagues  around  the  c(  " 
try  share  her  frustration.  Although 
isting  home  sales  through  June  i 
6.5%  compared  with  last  year,  new-h< 
sales  fell  4.4%.  And  lenders  are  tigh 
ing  credit  standards,  locking  out  t 
builders  and  buyers  ready  to  take  ad\ 
tage  of  the  lower  rates 
luring  renters.  Falling  rates  hav 
been  meaningless.  New-housing  < 
struction  has  increased  in  each  of 
last  four  months,  while  applications 
building  permits — a  barometer  of  fut 
activity — have  risen  for  six  consecui 
months.  And  residential  mortgage 
applications  tracked  by  the  Mortg 
Bankers  Assn.  increased  24%  from 
end  of  June  to  the  first  week  of  Augi 

The  lower  rates  appeal  mostly  to  re  '  „ 
ers  by  making  ownership  look  more 
tractive.  At  U.  S.  Home  Corp.'s  Cott 
wood  Bend  subdivision  in  Allen,  T< 
new-home  sales  were  up  307"  in  Ji 
More  than  607-  of  those  homes  went 
first-time  buyers.  "When  rates  go  do\ 
our  sales  go  up,"  says  Dale  Stotts,  pr< 
dent  of  the  homebuilder's  Dallas/F 
Worth  Div.  He  predicts  the  lower  ra 
will  help  boost  his  company's  sales  1 
to  157  this  year  over  last. 

Owners  of  existing  homes  are  findi 
it  tough  to  shake  their  gloom.  Typical  "5i 
a  homeowner  uses  the  equity  in  the 
home  to  trade  up  to  a  pricier  one.  But 
Connecticut,  for  example,  housing  pri 
are  depreciating  by  17  a  month  £ 
"will  continue  to  do  so  into  1992,"  p 
diets  real  estate  broker  William  Rave 
Nor  are  lower  rates  expected  to  spa 
the  usual  flurry  of  refinancing.  Tha 
probably  because  they  just  haven't  fz 
en  far  enough  to  be  enticing.  "If 
can't  save  about  two  percentage  poir 
on  the  interest  rate,  there  isn't  much 
an  advantage  to  refinancing,"  says  E 
vid  F.  Seiders,  chief  economist  for  t 
National  Association  of  Home  Builder 
Such  savings  aren't  likely  to  becor 
available,  although  mai 
economists  expect  moi 
gage  rates  will  likely  ed\ 
down  a  little  further  b 
fore  they  bottom  o 
at  9.257  or 
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That  can't  hurt,  b 
until  there's  markt 
improvement  in  co 
sumer  confidence, 
terest  rates  alor 
won't  make  the  hou 
ing  market  look 
that  perky. 

By  Stepkan 
Anderson  Forest 
Dallas,  with  burea 
reports 
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L ESTATE  I 


HE  HOME-EQUITY 
USTLE  

osecutors  are  charging 
despread  abuses  and  fraud 


lohn  F.  Storms  thought  he  had  no 

1  choice.  Boston  city  home  inspectors 
"said  he  needed  a  new  porch  and  a 
eelchair  ramp  for  his  21-year-old 
>pted  daughter,  who  suffers  from  ce- 
>ral  palsy. 

50  the  82-year-old  Storms,  who  says 
lives  on  $2,200  a  month,  hired  a  con- 
ctor  who  offered  to  do 
;  work  for  $23,000  if  it 
,s  financed  with  a 
2,000  home  equity  loan 
>m  Money  Tree  Inc.,  a 
:ond-mortgage  broker 
d  lender.  The  extra 
000  paid  for  $6,300  in 
-front  fees,  plus  $2,700 
consolidate  debts, 
len  combined  with  ear- 
r  home-improvement 
bt,  Storms's  monthly 
yments  soared  to 
340.96,  $425.96  to  Mon- 
Tree  alone. 

ADOW    PLAY.     If  it 

ems  curious  that  a 
ider  would  make  a  loan 
len  so  much  of  the  borrower's  income 
is  already  tied  up  in  debt  service, 
jrms  discovered  the  hitch  15  months 
er.  That's  when  Chrysler  First  Inc., 

2  Chrysler  Corp.  unit  that  bought  the 
in  from  Money  Tree,  repossessed 
orms's  home.  He  had  missed  10  pay- 
ants  after  his  daughter's  disability 
yments  fell  victim  to  state  budget 
ts.  Now,  Storms  is  suing  Money  Tree 
d  Chrysler,  among  others,  for  fraud, 
is  lawyer,  Donald  Brown,  contends 
at  Money  Tree  knew  before  it  extend- 

the  loan  that  Storms  couldn't  meet 

3  "unconscionably  high"  monthly  pay- 
ents  and  thus  defrauded  him  of  his 
iuse.  Money  Tree  is  contesting  the 
it;  Chrysler  had  no  comment. 
Storms  may  be  the  vic- 
n  of  an  increasingly  com- 
on  hustle  in  the  shadows 

the  second-mortgage  in- 
istry,  which  has  $330  bil- 
>n  in  loans  outstanding. 
)bert  Hobbs,  deputy  di- 
ctor  of  the  National  Con- 
mer  Law  Center,  says 
ere  are  no  statistics  doc- 
nenting  the  extent  of  the 
ime-equity  lending  to  ob- 
ously  unqualified  bor- 
wers.  But  he  believes  it 


MERUIT?:  DID  HE  BILK  BLACK 
AND  POOR  HOMEOWNERS? 


now  exceeds  even  car-re- 
pair fraud  as  the  nation's 
largest  consumer  prob- 
lem, based  on  anecdotal 
evidence  from  consumer 
lawyers.  "There  are  law- 
suits all  across  the  coun- 
try," Hobbs  says. 

According  to  cases 
brought  around  the  coun- 
try by  law  enforcement 
officials  or  aggrieved 
borrowers,  some  unscru- 
pulous lenders,  usually  working  with 
contractors,  are  targeting  the  poor,  el- 
derly, and  minorities.  Many  victims  have 
large  untapped  home  equity,  little 
knowledge  of  finance,  and  don't  qualify 
for  financing  from  a  major  bank.  The 
lenders  offer  to  do  home  repairs  or  pro- 
vide money  for  debt  consolidation  and 
then  talk  customers  into  signing  loan 
documents  for  financing.  The  loans  turn 
out  to  be  time  bombs.  Some  lenders 
don't  provide  promised  services  or  mon- 
ey. The  payoff  is  big:  high  monthly  pay- 
ments and  the  loss  of  the  borrower's 
house  in  case  of  default. 

Borrowers  are  fighting  back.  In  Ala- 
bama, a  jury  on  July  24  awarded  $45 
million  to  five  families  who  allege  thev 


SWEPT  UP  IN  A  MORTGAGE  SCAM 

FLEET  NORSTAR  FINANCIAL  GROUP,  PROVIDENCE  Pledged  $1 1  million 
toward  reimbursing  up  to  300  victims  of  fraudulent  home-equity  loans 
made  by  a  mortgage  company  it  financed 

COMMUNITY  BANK  OF  GREATER  PEORIA  To  settle  a  class  action 
with  6,200  plaintiffs,  bank  agreed  to  refund  up  to  $4  million  to  victims  of 
deceptive  home-equity  loans  it  bought 

UNION  MORTGAGE  CO.,  DALLAS  Alabama  jury  awarded  $45  million  to 
five  plaintiffs  who  accused  company  of  deceptive  marketing  of  home  im- 
provement loans 


were  victimized  by  home-equity  swin- 
dlers. The  suit  accused  Dallas-based 
Union  Mortgage  Co.,  a  unit  of  Finland- 
based  Skopbank,  of  encouraging  the 
families  to  take  out  $20,000  home-equity 
loans  and  never  fixing  their  homes  or 
providing  them  money.  In  Los  Angeles, 
the  district  attorney  has  charged  31- 
year-old  Kevin  S.  Merritt,  president  of 
Univest  Home  Loan  Corp.,  with  32  felo- 
ny counts  alleging  he  bilked  mostly 
black  and  poor  homeowners  out  of  their 
homes  by  charging  exorbitant  rates  and 
using  phony  paperwork  to  foreclose  on 
their  homes.  Merritt  wouldn't  comment, 
but  he  has  entered  an  innocent  plea. 

Similar  suits  have  been  filed  in  New 
York,  Illinois,  Georgia,  and  Arizona. 
Concern  over  second-mortgage  fraud  is 
so  high  in  Massachusetts  that  the  legis- 
lature in  June  placed  a  120-day  moratori- 
um on  home  foreclosures. 
plenty  of  cash.  The  latest  effort  to 
tackle  the  problem  is  shaping  up  on  Cap- 
itol Hill,  part  of  the  debate  over  the 
Bush  Administration's  sweeping  bank 
reform  bill.  When  the  full  Senate  de- 
bates the  bill  in  September,  Senator 
John  F.  Kerry  (D-Mass.)  wants  to  pro- 
pose an  amendment  to  strengthen  the 
Community  Reinvestment  Act  of  1977, 
which  encourages  banks  to 
lend  in  poor  areas.  Senator 
Kerry  thinks  the  presence 
of  large  banks  in  poor  and 
minority  neighborhoods 
would  help  keep  all  lenders 
in  those  communities  on 
the  straight  and  narrow. 

The  American  Bankers 
Assn.,  the  industry's  main 
lobbying  group,  opposes 
any  efforts  to  bolster  the 
Community  Reinvestment 
Act.  Anyway,  Congress 
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alone  can't  stop  second-mortgage  scams 
by  encouraging  competition.  Commercial 
banks  are  cutting  back  on  lending  to  the 
high-risk  customers  who  are  often  vic- 
tims of  mortgage  fraud,  and  demand  for 
home-equity  credit  is  still  high.  What's 
more,  second-mortgage  lenders  have  ac- 
cess to  plenty  of  capital. 

Much  of  that  capital  comes  from  large 
banks  that  buy  second  mortgages  from 
the  loan  originators.  Last  year,  nearly 
10'/  of  all  second  mortgages  were 
pooled  for  the  secondary  market,  provid- 
ing a  rich  source  of  capital  for  lenders. 

The  problem  with  pooling  is  that  some 
questionable  loans  get  into  the  mix.  For 
much  of  the  1980s,  Citibank  financed 
Dartmouth  Plan,  a  New  York-based  sec- 
ond-mortgage lender,  by  buying  many  of 
the  loans  Dartmouth  originated.  In  1985, 
Dartmouth,  without  admitting  or  deny- 
ing wrongdoing,  paid  $3  million  to  settle 
charges  of  misleading  lending  practices 
brought  by  the  Connecticut  Attorney 
General.  Citibank  continued  to  buy  Dart- 
mouth second  mortgages  but  stopped  in 
1989,  "after  it  became  clear  there  were 
problems  with  [Dartmouth's]  lending 
practices,"  says  a  Citibank  spokesman. 
Dartmouth  attorney  David  H.  Peirez, 
who  claims  his  client  never  made  a 
fraudulent  loan,  says  Dartmouth  went 
out  of  business  in  January,  1990,  after 
big  banks  stopped  buying  its  paper. 
closer  scrutiny.  Second-mortgage  pur- 
chasers say  they're  not  to  blame.  "There 
are  bad  apples  in  every  industry,  and  we 
can't  control  [them],"  says  B.  David 
Scruggs,  executive  vice-president  of 
Fleet  Finance  Inc.,  the  nation's  largest 
buyer  of  second  mortgages.  Indeed, 
some  second-mortgage  purchasers  have 
been  credited  with  helping  uncover 
fraud  by  carefully  reviewing  the  paper- 
work on  the  loans  they  buy,  according  to 
a  study  by  the  American  Association  of 
Retired  Persons.  Still,  Fleet/Norstar  Fi- 
nancial Group,  New  England's  largest 
banking  company,  has  pledged  $11  mil- 
lion to  victims  of  second-mortgage 
fraud.  And  Kerry  thinks  some  buyers 
haven't  been  so  diligent.  "During  the 
real  estate  boom,"  he  says,  "some  banks 
were  zealously  buying  up  packages  of 
loans  which  in  normal  times  they  would 
have  looked  at  more  closely." 

Whatever  legislative  changes  are 
made  to  stifle  second-mortgage  fraud, 
they  won't  come  soon  enough  to  help 
John  Storms.  He's  renting  an  apartment 
near  his  old  home,  which  he  has  no  hope 
of  living  in  again.  "I've  devoted  my  life 
to  my  daughter,"  he  says,  "and  this  is 
what  I  get."  Sadly,  he  won't  be  the  last 
to  succumb  to  the  lure  of  easy  money 
and  easy  terms. 

By  Geoffrey  Smith  in  Boston,  with 
bureau  reports 


AIRLINES  I 


NEVER  MIND  IF  IT'S  BANKRUPT, 
BUY  THE  SUCKER 


Will  Continental  become  the  latest  feather  in  Al  Checchi's  cap? 


ealmakers  Al  Checchi  and  Gary 
I  Wilson  are  nothing  if  not  inven- 
tive. Since  engineering  the  $3.7 
billion  leveraged  buyout  of  Northwest 
Airlines  Inc.  in  1989,  they've  raised  near- 
ly $2  billion  to  pay  down  debt  and  buy 
key  assets.  Now,  they're  stretching  the 
imagination  even  further. 

Get  this:  Northwest,  despite  heavy 
debt  and  $175  million  in  losses  so  far  this 
year,  is  talking  to  bankrupt  Continental 
Airlines  Holdings  Inc.  about  investing  in 
the  Houston  carrier.  Never  mind  that 
Continental  is  laying  off  600  people, 
grounding  22  planes,  and  cutting  69!  of 
its  flights  in  response  to  its  own  first- 
half  losses  of  $290  million.  Sources  close 
to  Northwest  say  Checchi  and  Wilson 
are  huddling  with  Continental  about  the 
prospect  of  linking  the  nation's  No.  4 
and  No.  5  carriers. 
Lately,  Northwest  is  acting  like  every- 


Houston  and  Newark,  N.  J.,  and 
able  routes  to  Europe  and  Japan,  Cd 
nental  is  very  attractive.  Coming 
with  the  money  is  the  trick.  SouJ 
close  to  Northwest  say  Checchi  and  1 
son  are  talking  with  both  Airbus  Ind 
trie  and  Carlson  Travel  Network  abj 
ways  to  raise  money  tied  to  airplane| 
ders  and  ticket  receivables.  Carlson 
Airbus  deny  any  deal  is  in  the  woJ 
and  the  airlines  declined  to  comment] 
no  sure  thing.  Although  sources 
others — including  Los  Angeles  finan<] 
Marvin  Davis — have  looked  at  Contir 
tal,  deep  problems  make  any  deal  a 
shot.  A  recent  $120  million  bank  lc 
didn't  deter  heavy  cuts  of  routes 
people  because  of  sluggish  busint 
More  cuts  are  likely  under  new  CEO  R| 
ert  Ferguson.  Things  have  gotten 
tough,  in  fact,  that  former  ceo  Hollisl 
Harris,  days  before  his  Aug.  21  depl 


WINGING  IT:  NORTHWEST'S  OWN  HEAVY  LOSSES  WILL  MAKE  FINDING  THE  FUNDS  A  NEAT  TRICK 


one's  buddy.  It  has  announced  plans  to 
pump  $20  million  into  America  West  Air- 
lines Inc. — itself  bankrupt — to  seal  a 
merger  of  flight  schedules,  reservations 
systems,  and  frequent-flyer  programs.  It 
also  inked  a  two-year,  $15  million  option 
to  buy  America  West's  route  from  Hono- 
lulu to  Nagoya,  Japan.  Late  last  year, 
Northwest  bought  into  ailing  Hawaiian 
Airlines  Inc.  And  it's  negotiating  with 
the  Trump  Shuttle's  bank  creditors  to 
manage  the  cash-strapped  carrier  in  re- 
turn for  an  equity  stake.  Observes 
Shearson  Lehman  Brothers  Inc.  airline 
expert  Robert  J.  Joedicke:  "They're  tak- 
ing a  piecemeal  approach  to  expansion." 

A  deal  for  Continental  would  be  much 
more  ambitious.  With  strong  hubs  in 


ture,  asked  his  employees  to  pray  f( 
the  company  three  times  a  day.  "Gc 
will  show  us  a  way  to  survive,"  he  sail 
Given  Continental's  woes,  Northwe: 
would  likely  avoid  a  straight  merge 
opting  instead  to  start  with  an  equit  \ 
stake  and  marketing  pacts.  Yet  eve 
that  much  would  require  the  blessing  c 
Continental's  creditors — no  sure  thin^m 
And  with  Continental's  nonunion  wor 
force,  Northwest  would  face  a  tough  se 
with  its  own  unions.  All  in  all,  the  loqut 
cious  Checchi  has  a  lot  of  talking  to  do 
he  wants  Continental.  But  as  one  riva 
airline  executive  puts  it:  "Pulling  off  th 
improbable  is  becoming  his  forte." 

By  Kevin  Kelly  in  Chicago  and  Sett 
Payne  in  Washington 
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lEYHOUND'S  ROUTE  SYSTEM  HAS  BEEN  CUT  BY  20%  SINCE  THE  STRIKE  BEGAN 


MOTHER  DOGFIGHT 

IT 


union-supported  buyout  may  challenge  a  management  makeover  plan 


M3k  fter  15  months  in  bankruptcy 

A  court,  Greyhound  Lines  Inc.  has 
been  looking  forward  to  the  end 
'  a  rough  ride.  It  has  won  key  court 
tttles  with  more  than  5,000  striking 
•ivers  and  their  union.  And  it  has 
imped  its  top  executive  and  managed 

woo  the  majority  of  its  hard-nosed 
editors.  Now,  the  nation's  biggest  bus 
impany  is  ready  to  reorganize  with  a 
eeker  route  system,  improved  custom- 
■  service,  and  a  new  computer  system 
>r  monitoring  demand. 
There's  just  one  hitch.  The  vision  of  a 
>ruced-up  bus  line  has  lured  a  suitor 
lat  could  stall,  or  possibly  kill,  manage- 
ent's  reorganization.  Dallas-based 
ichmont  Corp.,  an  investment  group 
lat  recently  participated  in  a  run  at 
von  Products  Inc.,  has  teamed  up  with 
former  chairman  of  Greyhound  to  put 
igether  its  own  buyout  plan.  Rich- 
lont's  plan  boasts  at  least  one  advan- 
ige  over  management's:  It  has  the 
acking  of  Greyhound's  striking  drivers, 
ho  walked  out  in  March,  1990. 
ttie  margin.  So  far,  Greyhound's  wea- 
/  creditors  have  shown  little  interest  in 
elcoming  the  newcomers.  One  bond- 
older  grouses  that  the  Richmont  offer 
i  "just  another,  last-ditch  attempt  by 
le  union  to  try  and  gain  control  of  this 
)mpany."  Following  months  of  talks 
nd  the  ouster  of  Chairman  Fred  G.  Cur- 
3y,  creditors  say  they  are  eager  to  see 
■reyhound  back  on  the  road.  Nearly 


85%  voted  in  early  August  to  support 
management's  reorganization,  which 
would  give  unsecured  creditors  $165  mil- 
lion in  new  notes  and  a  95%  equity  stake. 

Greyhound's  future  is  anything  but 
assured.  Management's  plan  envisions 
boosting  profit  margins  on  a  route  sys- 
tem cut  by  20%  from  prestrike  opera- 
tions (chart).  And  the  company  still  faces 
heavy  debt  and  interest  payments.  Grey- 
hound "will  have  little  margin  for  error 
in  its  first  two  years  or  so  after  emer- 
gence," says  Steven  R.  Sheldon,  vice- 
president  at  Anglo-American  Investor 
Services  Corp.,  a  bondholder. 

But  Richmont  will  press  for  its  own 
chance  to  take  the 
wheel.  The  Amalgam- 
ated Transit  Union, 
representing  Grey- 
hound's striking  driv- 
ers, is  seeking  a  delay 
from  the  bankruptcy 
court  so  Richmont  can 
develop  an  offer.  If 
Judge  Richard  S. 
Schmidt  says  no,  Rich- 
mont can  wait  to  see 
if  management's  plan 
is  confirmed  on  Aug. 
27.  If  it's  not,  Rich- 
mont can  then  offer 
its  own  plan. 

Richmont  is  no  new- 
comer to  the  buyout 
business.  An  affiliate 


GREYHOUND  STEERS 
TOWARD  THE  FAST  TRACK 
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of  cosmetics  maker  Mary  Kay  Corp.,  the 
group  in  late  1989  linked  up  with  oil  heir 
Gordon  Getty  and  others  in  a  failed  bid 
to  gain  control  of  rival  Avon.  Richmont 
still  manages  Mary  Kay's  3%  stake  in 
Avon.  Dwight  P.  Smith,  a  spokesman  for 
Richmont,  says  Avon  and  Greyhound 
share  a  similar  appeal:  great  American 
brand  names.  Richmont's  proposed  part- 
ner in  the  deal,  James  L.  Kerrigan, 
would  bring  the  know-how  about  buses. 
He  led  Greyhound  in  the  late  '70s  and 
later  formed  an  investment  group  to  buy 
Trailways  Corp.  Nearing  bankruptcy  in 
1987,  the  bus  line  was  later  sold  to  rival 
Greyhound,  then  headed  by  Currey. 
no  back  pay.  For  the  striking  drivers,  a 
Richmont  buyout  could  be  their  last 
chance  for  immediate  relief.  They  have 
not  had  much  luck  so  far.  The  union 
insists  that  it  will  prevail  in  a  National 
Labor  Relations  Board  case  charging  the 
company  with  unfair  labor  practices.  But 
that  litigation  could  drag  on  for  years. 
Moreover,  the  bankruptcy  court  has 
pushed  the  union  far  down  the  list  of 
Greyhound  creditors  and  essentially 
capped  its  potential  back-pay  claim  at 
about  $31  million.  It  originally  sought 
more  than  $125  million. 

If  Richmont  were  to  succeed,  the 
strikers  figure  to  get  all  of  the  3,600 
drivers'  jobs  at  the  slimmed-down  Grey- 
hound. In  return,  the  union  would  give 
up  its  back-pay  claim.  Wages  would  be 
the  same  as  those  planned  by  current 
management,  which  also  has  held  settle- 
ment talks  with  the  union.  But  under 
new  Chief  Executive  Frank  J. 
Schmieder,  Greyhound  has  offered  to 
hire  strikers  only  as  jobs  become  vacant. 

The  promise  of  labor  peace  alone 
won't  woo  creditors.  Many  believe  man- 
agement will  ultimately  win  the  NLRB 
case,  or  at  least  succeed  in  limiting  the 
liability.  James  E.  Spiotto,  a  bondholder 
attorney,  questions  whether  Richmont 
can  offer  a  better  deal  than  manage- 
ment. Blackstone  Group,  a  New  York 
investment  firm  that  considered  a  union- 
backed  bid,  changed 
its  mind  in  part  be- 
cause it  reckoned  the 
struggling  bus  line 
would  need  too  much 
fresh  capital. 

Richmont  isn't  re- 
vealing any  details  of 
its  possible  bid.  But, 
says  Smith,  "We're 
not  stupid  enough  to 
come  to  the  table 
without  a  deal  that's 
appealing."  If  Rich- 
mont can  tempt  credi- 
tors, Greyhound  may 
have  a  few  more 
bumpy  miles  to  go. 

By  Wendy  Zellner  in 
Dallas 
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HOW  FUJITSU 
HELPS  MCI  CHANGE 
THE  WORLD. 

MCI  Communications  Corporation  is 
the  long-distance  telephone  company  that 
changed  the  world.  It  did  it  by  coming  up, 
back  in  the  early  1970's,  with  a  big  idea. 
The  idea  was  to  offer  long  distance  service 
that  was  less  expensive,  yet  more  flexible, 
responsive  and  efficient  than  anything  that 
had  ever  been  offered  before. 

FACED  ENORMOUS 
CHALLENGES 

The  company  faced  enormous 
challenges  and  obstacles  to  realizing  its 
dream,  but  with  great  determination  it  suc- 
ceeded. And  in  succeeding  it  changed  the 
perception  of  millions  of  people  regarding 
what  a  telecommunications  company  could 
do.  It  also  opened  up  the  telecommunica- 
tions industry  to  a  whole  new  wave  of 
vibrant  competition.  And  then,  as  country 
after  country  saw  the  electrifying,  energiz- 
ing conseguences  of  deregulating  their 
telecommunications  industries,  it  ex- 
panded throughout  the  world.  Today  MCI 
is  a  giant,  with  a  $7  billion  network— one 
of  the  most  sophisticated  in  the  world— 
and  operations  in  50  countries.  And  it  is 
growing  very  fast. 

PARTNER  IN  SUCCESS 

MCl's  partner  in  success,  almost  from 
the  start,  has  been  a  company  that  has 

Fujfrsu 

The  global  computer  &.  communications  company. 


broken  through  barrier  after  barrier  in 
telecommunications  technology,  ultimately 
developing  for  MCI,  and  other  customers, 
some  of  the  most  advanced  lightwave 
fiber  technology  on  earth— technology 
that  has  enabled  MCI  to  leapfrog  all  its 
competitors.  The  name  of  the  company  is 
Fujitsu.  It's  a  global  powerhouse  in  com- 
puters and  communications,  a  visionary 
force  that,  with  115,000  employees  and 
operations  on  every  continent,  is  leading 
the  charge  in  the  worldwide  computer  and 
communications  revolution— changing  the 
world  wherever  it  goes.  And  helping  its 
customers  change  the  world,  too. 


Mr  Richard  T.  Liebhaber  (right),  Executive  Vice 
President  and  Group  Executive  of  MCI  Communica- 
tions Corporation  and  Paul  Tobey  of  Fujitsu  at  Fujitsu's 
head  office  in  Tokyo.  Mr  Liebhaber  says  that  Fujitsu  s 
remarkable  technological  progress  has  been  instru- 
mental in  MCl's  success.  For  information  call  Fujitsu 
America,  Inc.  Transmission  Division  at  1-800-777-FAST 
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THE  POST'S  PUBLISHER 
RUHS  FOR  COVER 


►  Unlike  Donald  Trump,  he 
has  never  clamored  for  atten- 
tion. But  around  New  York, 
Peter  Kalikow  is  a  big  wheel 
in  real  estate.  Now,  the  city's 
depressed  real  estate  market 
has  hit  Kalikow  where  it 
hurts:  On  Aug.  20,  the  third- 
generation  developer  was 
forced  to  file  for  Chapter  11 
bankruptcy  protection. 

Kalikow,  publisher  of  the 
tabloid  Xar  Yuri:  Fust,  lists  a 
net  worth  of  more  than  $400 
million.  But  he  has  more  than 
$1  billion  in  debt,  and  some  of 
his  bankers  were  unwilling  to 
accept  proposals  to  renegoti- 
ate a  big  chunk  of  it  this  sum- 
mer. His  unsecured  creditors 
include  Bankers  Trust,  due 
$46  million,  and  Bergdorf 
Goodman,  owed  $107,000  for 
credit-card  purchases.  A 
spokesman  insists  the  Post 
will  be  unaffected. 


ADOBE  IS  BACK 
IH  APPLE'S  BASKET 


►  Software  maker  Adobe  Sys- 
tems has  scored  a  big  victory. 
Under  a  tentative  agreement 
with  Apple  Computer,  Ado- 
be's programs  for  controlling 
typefaces  on  computer 
screens  will  be  included  in  all 
new  Macintosh  models. 

Apple  used  to  be  Adobe's 
largest  shareholder  and  its 
biggest  customer,  but  the 
computer  maker  decided  in 
1989  to  sell  its  holdings  and 
work  on  its  own  software 
with  Microsoft.  When  Micro- 
soft backed  off  on  some 
plans,  and  rivals  such  as  Lo- 
tus Development  came  out  in 
support  of  Adobe's  technol- 
ogy, Apple  had  little  choice 
but  to  reverse  field. 


J&J  MAY  SURVIVE  ITS 
COMPOUND  FRACTURE 


►  Johnson  &  Johnson  can 
keep  its  fiberglass  casts  on 
the  market — for  the  time  be- 
ing, at  least.  On  Aug.  16,  a 


federal  appeals  court  in 
Washington  upheld  J&J's  re- 
quest to  delay  an  injunction 
compelling  it  to  pull  most  of 
the  products  off  the  shelves. 
In  July,  another  federal  court 
ruled  the  products  infringed 
3M  patents.  J&J  is  appealing. 

The  case  stems  from  j&j's 
alleged  theft  of  trade  secrets 
in  1985.  Company  chemists 
were  charged  with  using  sam- 
ples stolen  by  a  disgruntled 
3M  employee  to  unlock  the  se- 
crets of  3M's  cutting-edge 
cast  materials  (BW— May  20). 
J&J  requested  the  delay  from 
the  court  because  it  says  it 
has  begun  shipping  a  new  fi- 
berglass cast  that  doesn't  in- 
fringe 3M's  patent. 


GETTIHG  UP  TO  SPEED 
IH  FIBER  OPTICS 


►  The  Baby  Bells  talk  a  lot 
about  building  "information 
superhighways,"  but  a  small 
company  in  suburban  Chicago 
is  actually  doing  it.  Metro- 
politan Fiber  Systems  of  Oak- 
brook  Terrace,  111.,  stole  a 
march  on  the  seven  phone 
companies  on  Aug.  20  by  an- 
nouncing a  service  that  can 
carry  data  between  custom- 
ers' computers  at  up  to  100 
million  bits  per  second. 

That's  more  than  twice  the 
rate  available  from  local 
phone  companies.  Metro  Fiber 
says  the  service,  which  could 
be  used  for  such  applications 
as  sending  medical  diagnostic 
images  between  hospitals,  is 


AHD  THE  WICHITA  LINEMAN  HAS  EGG  OH  HIS  U 


There's  a  rodeo  scheduled  for 
Sept.  28  in  St.  Louis,  but  you 
won't  see  any  cowboys  or  buck- 
ing broncos  there.  Instead,  the 
eighth  annual  Lineman's  Rodeo 
will  feature  about  750  hard  hats 
clambering  up  and  down  utility 
poles. 

"We  call  linemen  the  last  of 
the  true  cowboys.  Their  jobs  are 
high-risk,"  declares  organizer 
Tom  White  of  TWSCO  of  Kansas 
City,  Mo.,  a  sales  agency  for  makers  of  utility  gear.  Con] 
tants  will  splice  ropes  and  change  insulators,  but  the  m| 
electrifying  event  is  sure  to  be  the  race  up  and  down  a  45-f 
utility  pole.  Big  deal,  you  say?  What  if  you  had  to  do  it 
carrying  a  raw,  unbroken  egg  in  your  mouth?  When  Pacj 
Gas  &  Electric  held  a  regional  rodeo  to  pick  finalists  for 
Louis,  most  linemen  climbed  up  and  down  in  43  seconds  or 
But  about  half  busted  the  egg.  Says  Melvin  De  Roza,  a  PC 
supervisor:  "You  have  to  be  relaxed  and  not  grit  your 


available  only  in  Houston.  But 
in  the  next  year,  it  will  be 
rolled  out  to  10  more  cities 


where  it 
works. 


has  fiber-optic  net- 


A  NICOTINE  FIX  FROM 
WARNER-LAMBERT 


►  Gnawing  toothpicks,  chew- 
ing gum,  crunching  ice  cubes, 
picking  fights — that's  what 
most  smokers  resort  to  when 
they  quit.  But  Warner- 
Lambert  may  have  a  better 
way. 

Working  with  the  Swedish 
Kabi  Pharmacia  and  Cyg- 
nus  Therapeutic  Systems  of 
California,  Warner-Lambert 


hopes  to  market  a  small  paj 
that  attaches  to  the  skin 
leaks  small  doses  of  nicotj 
for  up  to  16  hours.  The  pat] 
now  before  the  Food  &  Drl 
Administration,  is  supposed! 
wean  smokers  away  from  c| 
arettes.  Other  companies  \| 
ing  for  a  piece  of  the  pott 
tially  giant  patch  marl 
include  Ciba-Geigy  and  M4 
ion  Merrell  Dow. 


THE  BRITISH  ARE 
COMIHG — TO  BOEIHG 


►  General  Electric  and  Boei 
got  a  burst  of  good  news 
Aug.  21,  when  British  A 
ways  announced  it  was  ord< 
ing  15  Boeing  777  je 
powered  by  GE90  engines. 

The  deal  is  a  huge  coup  f 
GE,  whose  engines  beat  oi 
competitors  from  Britain 
Rolls-Royce.  GE,  which  w 
collect  $700  million  on  tl 
deal,  is  spending  heavily  i 
break  into  the  $50  billion  ma 
ket  for  engines  for  big  ne 
widebodies.  Last  year,  it  los 
out  when  United  Airlines  op 
ed  to  give  its  $1.6  billion  ei< 
gine  order  to  Pratt  &  Whi 
ney.  For  Boeing,  the  $3. 
billion  BA  order  is  a  big  relie: 
While  United  has  bought  3 
of  the  jets  and  All  Nippo 
Airways  wants  15,  sales  hav 
otherwise  been  disappointing 
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Oil  spills  are  everybody's  enemy. 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary,  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We'll  inspect 
some  2,000  vessels 
a  year/'  says  prin- 
cipal surveyor 
Stan  Smith.  "We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise'' 

Offering  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping  valves  and  machin- 
ery.They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


THERE  WHEN  IT  COUNTS. 


Ins 


S  -rcontinental 
Insurance. 


Hughes  technology 


TELECi  MMUNICA  TI(  )NS 
Hughes  provides  a  full  range  oj  products 
and  services,  including  satellites, 
terminals,  and  business  and  local  area 
a  imputer  netwi  >rks 


TRANSPORTATION 
Hughes  is  developing  the  power 
elect  ran  ics  for  GM  s  new  electric  car. 


TRANSPORTATION 
Hughes'  commercial  air 
traffic  control  systems  provide  the  most 
advanced  automated  technology,  to 
meet  worldwide  customer  needs 


A  GM  Hughes  Electronics  Company       For  more  information  call  (213)  568-6838/6839 


is  good 


for  business. 


Sophisticated  electronics  systems  from  Hughes  have 
played  a  leading  role  in  defense  electronics.  And  as 
we  diversify  our  extensive  electronics  experience  is  playing  an 
increasing  role  serving  customers  in  the  commercial  arena. 

Already  Hughes  has  reached  many  new  commercial 
markets.  Among  them  are  the  following: 


TELECOMMUNICATIONS 
Satellite  Communications 
Private  Business  Networks 
Digital  Cellular  Communications 
Mobile  Communications 
Packet  Switching 


COMMERCIAL  AVIATION 
Flight  Simulators 
Landing  Aid  Radar 
Aircraft  Video  & 
Cabin  Management  Systems 


TRANSPORTATION  SYSTEMS 
Automotive 
Traffic  Management 
Rail  Transportation 
Maritime  Management 
Air  Traffic  Control 
Airport  Integration 

ENTERTAINMENT 
Audio  Product  s 
Projection  Television  Systems 
Leisure  Simulation  Systems 


Our  diversification  into  new  markets  is  reflected  by  our 
growth  in  commercial  sales,  which  has  shown  a  compound 
annual  growth  rate  of  22%  from  1986  to  1990.  And  we  will 
continue  to  grow  at  about  this  rate  through  the  mid-1990s. 

Hughes  technology.  Good  for  business. 


COMMERCIAL  AVIATION 
Hughes'  visual  systems  and  full-flight 
simulators  provide  the  most  realistic 
flight  training  possible. 


ENTERTAINMENT 
Hughes  Sound  Retrieval  Systems  create 
astonishing  3-D  home  audio  realism 


HUGHES 


arketin 


PUBLIC  RELATIONS  I 


THE  PR  PROBLEM 
AT  HILL  &  KNOWLTOH 


CEO  Dilenschneider  loses  power  as  controversy  dogs  the  firm 


For  a  firm  that  specializes  in  getting 
its  point  across,  Hill  &  Knowlton 
Inc.  has  been  sending  out  a  lot  of 
static  lately.  The  buzz  started  in  June, 
when  the  largest  U.  S.  public  relations 
firm  announced  the  creation  of  a  new 
committee  to  manage  its  1,7(50  employ- 
ees and  64  offices.  Staffers  wondered 
why  the  committee's  chairman  was  the 
head  of  Hill  &  Knowlton's  European 
division,  not  its  forceful  chief  execu- 
tive, Robert  L.  Dilenschneider. 

Now,  current  and  for- 
mer Hill  &  Knowlton 
executives  say  Di- 
lenschneider has  been 
gradually  stripped  of 
most  of  his  operating 
responsibilities.  They 
say  the  47-year-old  PR 
man  has  been  discredit- 
ed as  Hill  &  Knowlton 
struggles  with  poor 
business  and  embar- 
rassing controversies 
(table).  "The  firm  really 
needs  a  good  leader 
right  now,"  says  Peter 
G.  Osgood,  who  re- 
signed as  vice-chairman 
of  the  firm  in  April  af- 
ter clashing  with  the 
CEO.  Dilenschneider 
didn't  respond  to  re- 
quests for  an  interview. 
bigfoot.  Dilenschnei- 
der's  plight  illustrates 
the  hazards  of  modern 
public  relations.  A  Hill 


influential  public  affairs  and  lobbying 
firm  to  Hill  &  Knowlton. 

For  a  while,  Dilenschneider's  strategy 
appeared  to  be  paying  off.  Revenue  at 
the  firm,  a  unit  of  Britain's  WPP  Group 
PLC,  rose  from  $114  million  in  1987  to 
$197  million  last  year.  And  rivals  such  as 
Burson-Marsteller  scrambled  to  build  a 
presence  of  their  own  in  Washington. 
But  now,  the  recession  has  pared  spend- 
ing by  Hill  &  Knowlton's  traditional  cli- 
ents. As  a  result,  revenues  should  drop 


I 


WHAT'S  BEHIHD 
THE  BAD  PRESS 


And  when  it  wasn't  controversial,  ] 
litical  PR  proved  to  be  volatile.  'T 
Washington  office  gained  attention  ; 
its  work  on  behalf  of  the  Kuwaiti  gj 
ernment,  but  Kuwait  later  yanked  itsij 
million  account  just  before  the  start! 
the  gulf  war.  All  told,  the  lost  accoul 
forced  Washington  to  lay  off  24  staffel 
Dilenschneider  has   also  stirred  J 
some  controversy  of  his  own.  In  PoiM 
and  Influence,  his  May,  1990,  bol 
about  the  PR  business,  he  praised  I 
management  style  of  client  Kellogi 
former  president,  Horst  W.  SchroedJ 
But  Schroeder  had  been  forced  to  resil 
nine  months  earlier.  Kellogg  was  embi 
rassed  by  the  praise  of  Schroeder,  sj 
former  executives,  and  it  pulled  its  U.l 
business  from  the  firm  a  month  latf 
Kellogg  says  its  decision  was  unrelat 
to  the  book. 

Hill  &  Knowlton's  mergers  and  acq 
sitions  business  is  another  weak  sp> 
The  firm  made  millions  in  the  1980s 
managing  PR  for  des 
such  as  Batus  Inc.'s  i 
quisition  of  insur 
Farmers  Group  Inc.  B 


DILENSCHNEIDER:  CLIENTS  ARE  DEFECTING 


Hill  &  Knowlton  accounts  recently 
affected  by  controversy: 

NATIONAL  CONFERENCE  OF 
CATHOLIC  BISHOPS  The  firm  an- 
gered many  employees  and  cli- 
ents by  agreeing  to  mount  an 
antiabortion  campaign 

SMITHKLINE  BEECHANI  The 

drug  company  yanked  a  $1  mil- 
lion U.S.  assignment  because  Hill 
&  Knowlton  handled  the  Church 
of  Scientology.  The  firm  then  re- 
signed the  $1  million  to  $2  million 
Scientology  account 

QUAKER  OATS  The  cereal  maker 
yanked  its  $500,000  account  be- 
cause the  firm  also  handled  Kel- 
logg— which  subsequently  pulled 
its  business,  too 

DATA  COMPANY  REPORTS,  BW 


&  Knowlton  veteran,  he  was  valued  for 
his  aggressive  pursuit  of  new  business. 
To  expand  beyond  the  mundane  business 
of  getting  favorable  press  coverage  for 
big  clients  such  as  Pepsi,  Procter  & 
Gamble,  and  Eastman  Kodak,  Dilensch- 
neider pushed  into  political  lobbying.  Af- 
ter he  became  CEO  in  1986,  Hill  &  Knowl- 
ton became  an  instant  bigfoot  in  "Gucci 
Gulch,"  Washington's  lobbying  world, 
when  it  paid  $21  million  for  Gray  &  Co. 
With  his  dire<  t  line  to  the  White  House, 
Robert  K.  Gray  is  one  of  the  nation's 
most  powerful  lobbyists.  And  last  year, 
Craig  L.  Fuller,  a  former  top  aide  to 
George  Bush,  and  his  partners  sold  their 


to  $185  million  this  year,  the  firm  says. 
Profits,  one  insider  says,  may  fall  to  $10 
million  from  $12  million  in  1990. 

What's  more,  Dilenschneider's  diversi- 
fication seems  to  be  backfiring.  The 
Washington  business  has  shown  what  a 
mine  field  political  and  cause-related  PR 
can  be.  Last  year,  the  firm  outraged  its 
employees  when  it  agreed  to  design  an 
antiabortion  campaign  for  the  National 
Conference  of  Catholic  Bishops.  In  May 
of  this  year,  it  resigned  the  Church  of 
Scientology  account  after  some  of  its 
pharmaceutical  clients  complained  about 
the  cult's  campaign  against  Eli  Lilly  & 
Co.'s  antidepressant  Prozac. 


as  merger  mania  beg; 
to  wane,  Hill  &  Knov 
ton  watched  that  bu 
ness  evaporate.  Thorn, 
E.  Eidson,  the  firm 
chief  operating  offict 
insists  that  the  fir 
has  adjusted  and  plail 
no  wholesale  layoff! 
"Unlike  Wall  Stree 
we  don't  have  f lot 
after  floor  of  u& 
experts  playing  chec 
ers,"  he  says. 
shuffle,  top  Hill 
Knowlton  executive 
say  the  account  loss< 
began  to  worry  Marti 
Sorrell,  CEO  of  Hill 
Knowlton's  British  pa 
ent.  wpp  acquired  th 
firm  in  its  1987  acquis 
tion  of  J.  Walte 
Thompson.  After  some  of  the  firm's  to 
managers  complained  to  Sorrell  aboi 
Dilenschneider  last  May,  he  approve 
the  idea  of  an  executive  committee.  So) 
rell  insists  Dilenschneider  proposed  th 
idea  himself  as  part  of  an  effort  "t 
develop  the  firm  further." 

Other  top  executives  agree  that  th 
management  shuffle  frees  Dilen 
Schneider  to  focus  on  his  strengths- 
client  relations  and  developing  new  bus 
ness.  But  given  the  new  clients  and  ne\ 
businesses  at  Hill  &  Knowlton  latelj 
that  may  be  a  mixed  blessing. 

By  Mark  handler  in  New  York,  witt 
Richard  A.  Melcher  in  London 
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MARKETII 


We  Built  InThe 
R5werQf,, Cupids 


remvmnll 
S6SX/20 


From  the  inventors  of  the  world's  first 
fully  upgradeable  computers,  comes 
the  first  family  of  professional  busi- 
ness PCs  designed  especially  for  to- 
day's new  office  standard.  Presenting 
the  Premium  II  line  from  AST  — 
featuring  AST's  exclusive  Cupid-32™ 
upgradeability. 

Cupid-32  allows  you  to  upgrade 
all  of  your  system's  dynamic  com- 
ponents —  including  processor  and 
cache  memory  —  from  386SX/20  to 
486/33  power  with  a  single,  simple 
board  replacement.  And  because  the 
upgrade  is  quick  and  easy,  you  can 
install  it  yourself  on  site.  You  won't 
lose  time  putting  files  on  a  new  hard 
drive,  moving  boards  over  to  a  new 
machine,  or  disrupting  your  file 
server. 

Now  we've  applied  this  innova- 
tive technology  to  a  new  family  of 
computers.  Our  Premium  II  sys- 
tems are  built  for  the  way  people 
work  today.  They're  thoughtfully 
designed  —  compact,  easy-to- 
operate,  and  quiet.  They  also  offer 
a  wealth  of  integrated  features, 
including  Super  VGA  support, 
4  MB  of  standard  RAM  (upgrade 
able  to  80  MB  system  total),*  an 
IDE  hard  drive  interface  with        Premium  n  386SX/20 


in 


itel 


in 


support  for  two 
hard  drives,  and 
four  easy  access 
ports.  And  of 
course,  they're 
all  designed  with 
our  patent-pend- 
ing Cupid-32 
upgradeability. 

With  a  choice  of  performance 
levels  -  including  386SX/20,  386/33, 
486SX/20  and  486/33  versions  — 
and  Cupid-32  upgradeability,  you'll 
always  have  the  power  you  need  to 
get  the  job  done  right,  whether  it's 
an  everyday  Windows™  application 
like  word  processing  or  professional 
business  graphics,  or  a  more  de- 
manding task  such  as  CAD/CAM  or 
software  development. 


For  more  information  about 
AST's  family  of  Cupid-32  upgradeable 
Premium  II  computers,  and  the  loca- 
tion of  the  AST  dealer  nearest  you, 
call  1-800-876-4AST.  Or,  use  our 
electronic  bulletin  board,  AST  On- 
Line!,  (714)  727-4723. 

•  The  Premium  II  386SX  20  failures  2  MB  standard  RAM  expandable 
to  16  MB  system  total 

AST  markets  products  worldwide,  for  more  information  call  AST 
International  on  (7141  727-9292  or  fax  to  (7141  727-9360  AST  is 
a  supplier  to  V S  government  agencies.  General  Service  Contract 
Humon  CSOOKS9At;S6418-PS02  AST.  AST  logo  and  Premium 
registered  and  Cupid-32.  Cupid-32  logo  trademarks  AST  Research, 
Inc  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All 
other  brand  and  product  names  are  trademarks  or  registered 
trademarks  of  their  respective  companies  Copyright  ©  1991  AST 
Research.  Inc  All  rights  reserved 


COMPUTER 

The  Power  Of  Choice. 


Premium  11  386  33 
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Premium  JJ  486SX/20 
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Premium  U  486/33 


MOVERS  &  SHAKERS  I 


EDITED  BY  PETER  FINCH 


WIMMER-FERGUSON:  EYE-POPPING 
TOYS  FOR  TOTS 


s  a  children's  hos- 
pital therapist, 
Ruth  M.  Wimmer  knew 
that  infants  like  high- 
contrast  patterns.  So 
when  she  had  a  daugh- 
ter in  1983,  Wimmer  by- 
passed cute  pink  mo- 
biles and  instead  hung  a 
homemade  black-and- 
white  model  over  the 
crib.  "Katharine's  idea 
of  a  good  time  was  for 
her  eyes  to  go  back  and 
forth  between  dark  and 
light,"  says  Wimmer. 
Katharine  is  not  alone,  it  turns  out.  In  1984,  with  husband 
Allan  Ferguson,  a  librarian  and  part-time  bandleader,  Wimmer 
formed  Wimmer-Ferguson  Inc.  to  design  and  market  her  Stim- 
Mobiles — so  named  because  new  babies  find  the  black-and- 
white  shapes  visually  stimulating.  They  sell  for  $20. 

President  Wimmer,  41,  designs  new  toys,  while  Vice-Presi- 
dent Ferguson,  47,  handles  sales  and  marketing.  Operating  out 
of  a  former  Denver  grocery,  Wimmer-Ferguson  has  sales  of 
more  than  $1  million.  It  now  has  three  products:  the  Stim- 
Mobile;  Pattern-Play,  a  set  of  black-and-white  vinyl  cards;  and 
Double-Feature,  a  mirror  with  bold  graphics  on  the  back. 

Due  out  later  this  year  are  red,  blue,  and  yellow  Stim-Mobile 
parts  for  older  babies  whose  eyes  recognize  all  colors.  Also  in 
the  works  are  soft  toys  that  appeal  to  tiny  ears  and  fingers. 
But  there  can  be  too  much  of  a  good  thing.  Wimmer-Ferguson 
won't  be  turning  out  zebra-striped  crib  sheets,  for  instance. 
Overstimulation,  explains  Wimmer,  turns  babies  cranky. 

By  Sandra  D.  Atchison  in  Denver 


TOM  CHAPPELL:  SWEET  SUCCESS 
FROM  UNSWEETENED  TOOTHPASTE 


Tom  Chappell  has  zero  pa- 
tience for  business  publi- 
cations. Most  of  their  stories, 
complains  the  chairman  and 
founder  of  Tom's  of  Maine 
Inc.,  "are  all  about  ego  and 
material  power  and  who's  be- 
ing screwed  by  whom. 
They're  just  boring." 

That  said,  Chappell's  story 
is  actually  pretty  interesting. 
The  recent  recipient  of  a  mas- 
ter's degree  in  theology  from 
Harvard  University,  Chappell, 
48,  sells  "all-natural"  tooth- 
paste and  beauty  products. 
Although  he  marketed  his  goods  mainly  through  health  food 
stores  at  first,  in  the  past  couple  of  years  he  has  gone  main- 
stream with  distribution  in  big  supermarkets  on  both  coasts. 

Heightening  his  visibility  further  is  a  radio  ad  campaign 
starring  his  mom,  Virginia,  who  regales  listeners  with  a  tale 


about  how  she  persuaded  him  to  go  into  business  because 
hated  sweet-tasting  toothpaste.  "That  isn't  a  true  storj 
Chappell  concedes.  Here's  what  really  happened:  Bored,  i 
graduate  of  Connecticut's  Trinity  College  quit  his  job  at  Aeti 
Life  &  Casualty  Co.'  some  20  years  ago  and  started  making 
phosphate-free  detergent  called  Clearlake.  One  problem: 
didn't  clean  so  well,"  says  Chappell.  So,  aided  by  his  wife  ai 
a  chemist  friend,  he  switched  to  toothpaste  and  soap. 

With  "green"  goods  more  popular  than  ever,  Tom's  sal 
have  surged  to  around  $17  million — and  are  still  growir 
about  20%  a  year,  he  says.  Politically  and  environmental 
correct,  Chappell  gives  10%  of  his  pretax  profits  to  charit 
Still,  some  of  the  health  food  stores  that  sold  Tom's  of  Mai 
at  first  now  accuse  him  of  "selling  out"  by  going  into  supe 
markets,  he  says,  and  a  few  have  stopped  carrying  his  pro 
ucts.  Wouldn't  you  know  it?  Ego  and  material  power  just  h 
to  make  their  way  into  this  story. 

By  Laura  Zinn  in  New  Yom 


NELLA  BARKLEY:  A  CAREER  COUNSELOI 
EXPANDS  HER  OWN 


For  12  years,  Nella 
Barkley  has  been 
helping  top  executives 
point  their  careers  in 
new  directions.  Now, 
the  co-founder  of  Crys- 
tal-Barkley  Corp.,  one 
of  the  nation's  better- 
known  career  counsel- 
ing firms,  is  busily  go- 
ing off  in  a  few  new 
directions  of  her  own. 

In  the  three  years 
since  co-founder  John 
Crystal  died,  Barkley 
has  expanded  Crystal- 
Barkley's  franchise  with  three  new  offices,  a  snazzy  PC  sof' 
ware  package  called  Career  Design,  and  coming  next  fall,  th 
first  in  a  series  of  books  from  Workman  Publishing.  The  ide; 
is  not  to  make  Crystal-Barkley  the  biggest  firm  around  but  t< 
help  it  keep  growing  in  tough  economic  time; 

The  software  program  has  attracted  the  most  attention 
Selling  for  $100,  it  extends  Crystal-Barkley's  career  strategie 
to  thousands  of  people  who  wouldn't  be  able  to  afford  it; 
counseling  services,  which  go  for  as  much  as  $3,600.  PC  user; 
perform  various  thought-stimulating  exercises,  and  over  th 
course  of  40  or  so  hours  at  the  keyboard,  arrive  at  new  idea: 
for  their  careers.  Thanks  to  positive  reviews  and  word  o: 
mouth,  the  self-published  Career  Design  has  been  picked  up  b 
several  top  retailers,  including  Egghead  and  Babbage's.  Bark- 
ley just  signed  a  deal  to  sell  the  program  in  Australia  and  is 
working  on  versions  for  Britain  and  France. 

Barkley,  55,  began  her  own  career  as  an  independent  man- 
agement consultant.  A  graduate  of  Sweet  Briar  College,  the! 
Charleston  (S.  C.)  native  switched  to  career  consulting  in  the 
late  1970s  when  she  met  Crystal,  whose  career  strategies 
formed  the  basis  for  Richard  N.  Bolles'  best-selling  job  hand- 
book, What  Color  is  Your  Parachute?  Today,  the  firm  they 
founded  is  based  in  New  York,  with  new  offices  in  Los  Ange- 
les, Chicago,  and  Atlanta.  It  services  about  500  clients  a  year. 
Next,  Barkley  would  like  to  add  a  Houston  office.  But  that 
ought  to  do  it  for  a  while.  "We'll  always  be  relatively  small,' 
she  says.  "We're  not  selling  hamburgers,  after  all." 
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Tossing  back  a  little  «m 


J&B  Scotch  Whisky.  Blended  and  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749 

JS.6  Blended  Scotch  Whisky,  43%  &  40%  Ale.  by  Vol.,  Imported  by  The  Poddington  Corporation,  ft.  Lee,  NJ  ©  1991 


conomics 


REGIONS  I 


FORECAST  IN  THE  SOUTH: 
FAIR  AND  WARMER 


As  its  factories  rev  up,  the  Southeast's  recovery  leads  the  U.S. 


The  Southeast  is  a  land  renowned 
for  its  tobacco  barns,  cotton  fields, 
and  peanut  farms.  But  far  more 
important  to  its  economic  fortunes  these 
days  are  its  vast  industries.  And  as  the 
national  economy  slowly  emerges  from 
recession,  the  turnaround  in  manufac- 
turing is  propelling  the  Southeast  ahead 
of  the  rest  of  the  pack. 

Factory  jobs  matter  more  in  the 
Southeast  than  in  many  other  parts  of 
the  country.  North  Carolina  has  the 
highest  percentage  of  manufacturing 
employment  of  any  state:  28%  of  its 
workers.  Tennessee  and  South  Carolina 
aren't  far  behind,  with  21'"'  and  26%, 
respectively — compared  with  the  nation- 
al average  of  18%.  So  as  manufacturing 
outpaces  the  service  sector  in  the  econo- 
my as  a  whole,  it's  not  surprising  that 
the  Southeast  is  chalking  up  above-aver- 
age increases. 

clad  rags.  Better  yet,  the  region  seems 
to  have  those  industries  that  have  post- 
ed the  biggest  employment  gains  recent- 
ly, such  as  textiles.  Tennessee  got  anoth- 
er boost,  when  General  Motors  Corp.'s 
Saturn  plant  took  on  a  second  shift  last 
April.  The  employment  picture  in  Missis- 
sippi and  Alabama  is  brighter,  too,  large- 
ly because  of  the  growth  of  food  and 
food-packaging  industries  in  Mississippi 
and  the  high-tech  manufacturing  base 
around  Huntsville,  Ala. 

A  modest  improvement  in  the  battered 
textile  industry  is  part  of  the  good  news. 
The  average  workweek  in  textile  mills 
rose  from  39.6  to  40.8  hours  in  July — the 
biggest  increase  in  any  manufacturing 
industry  except  autos.  The  mills  are 
gearing  up  to  fill  an  upswing  in  orders 
in  the  third  quarter,  a  welcome  relief 
from  one  of  the  worst  down  cycles  the 
industry  has  ever  seen.  But  "inventories 
had  gotten  so  low,  retailers  and  textile 
customers  have  been  reordering,"  says 
Neil  H.  Hightower,  chief  executive  of 
Thomaston  Mills  Inc.  in  Thomaston,  Ga. 
"I'm  hopeful  that  we're  seeing  the  be- 
ginnings of  an  increase  in  consumer 
spending." 

The  Southeast's  huge  furniture  indus- 
try is  also  springing  to  life  as  the  real 
estate  market  improves  nationwide.  Ev- 
ery home  bought  means  more  money 


will  be  spent  on  household  items,  includ- 
ing furniture.  Production  in  the  industry 
has  risen  by  3.2%  since  March.  Local 
furniture  retailers  are  also  starting  to 
feel  a  little  better.  After  five  months  of 
declining  sales,  "August  is  up  slightly," 
says  Roger  P.  Whitaker,  senior  vice- 
president  for  finance  at  Haverty  Furni- 
ture Cos.,  which  operates  mainly  in  the 
Southeast. 
The  region  is  also  benefiting  from  cor- 


The  Southeast  has  also  enjoyed  se| 
al  special  economic  boosts  to  help  prJ 
it  out  of  recession — among  them, 
gulf  war.  When  the  troops  went  o 
seas,  the  region  was  hard  hit  becausi 
its  concentration  of  military  bases.  ' 
loss  of  military  personnel  hurt  busin 
But,  says  Sheila  Tschinkel,  researc 
rector  at  the  Federal  Reserve  Ban 
Atlanta,  as  the  troops  came  marc 
home  again,  local  economies  got  a 
in  the  arm. 

Olympic  gold.  The  region  should  s 
enjoy  another  economic  surge  from 
choice  of  Atlanta  as  the  site  of  the 
Olympic  Games.  That's  expected  to 
erate  about  $418  million  in  construe 
spending  on  a  new  stadium  and  o 
facilities.  Although  much  of  the  buil 
won't  begin  for  at  least  two  years, 
business  of  getting  ready  for  the  ga 
is  already  generating  contracts  and  j 
Of  course,  not  all  is  well.  Some  te: 


THE  SOUTHEAST  OUTPERFORMS  THE  NATION 

PERCENT  CHANGE  FROM  2nd  QUARTER,  1 990,  TO  2ND  QUARTER,  1 991 


PAYROLL 
WPLOYMENT 

HOUSING 
PERMITS 


0% 

-8.2% 

MISSISSIPPI 


TENNESSEE 

-0.9%  +7.6% 


0% 
-19.4% 

ALABAMA 


NORTH  CAROLINA 
SOUTH  CAROLINA 

+0.4%  -1.1% 


-1.0% 
-0.7%j 


-1.2% 
-2.3% 

GEORGIA 


THE  U.S. 


PAYROLL  EMPLOYMENT  | 

-1.3% 

HOUSING  PERMITS 

12.3% 


DATA:  BUREAU  OF  LABOR  STATISTICS,  STATE  REPORTS 


porations  moving  to  the  area,  lured  by 
low  operating  costs.  The  Southeast  has 
cheap  housing,  a  solid  transportation  in- 
frastructure— especially  its  airports — 
and  hospitable  local  governments.  Unit- 
ed Parcel  Service  Inc.  announced  last 
June  that  it  would  move  its  headquar- 
ters from  Greenwich,  Conn.,  to  Atlanta, 
citing  cheaper  housing  for  its  employees. 
And  with  a  20%  office  vacancy  rate  and 
several  new  towers  under  construction, 
Atlanta  has  lots  of  cheap  space  avail- 
able. When  Lockheed  Corp.  won  a  fat 
contract  to  help  build  the  F-22  advanced 
tactical  fighter,  it  planned  to  do  most  of 
the  work  at  a  division  in  suburban  Atlan- 
ta, rather  than  in  high-cost  Los  Angeles. 
Together,  the  moves  by  UPS  and  Lock- 
heed will  create  2,500  jobs,  somewhat 
offsetting  huge  job  losses  from  the 
Eastern  Air  Lines  Inc.  shutdown. 


executives  warn  that  recent  gains  coil 
be  short-lived,  what  with  the  onslaud 
of  cheap  foreign  imports  and  the  heai 
debt  levels  at  some  major  mills.  The  cq 
struction  industry  is  still  gloomy,  as  it 
in  the  rest  of  the  nation.  Yet  even  her 
there  are  some  bright  spots.  Total  co 
struction  outlays  in  Tennessee  ai 
South  Carolina  will  be  up  about  2%  an 
1%,  respectively,  this  year.  And  tf 
housing  market  has  begun  picking 
New  housing  permits  for  the  Southea* 
in  the  second  quarter  were  down  on 
slightly  from  a  year  earlier,  compard 
with  a  national  decline  of  12.3%  (map)r 
True,  it's  far  from  a  runaway  victorj 
But  so  far,  the  Southeast  looks  as  if  it] 
reaping  the  benefits  of  the  shift  from  a] 
agricultural  to  an  industrial  economy,  f 
By  Walecia  Konrad,  with  ChuC 
Hawkins,  in  Atlanta 
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ECONOM; 


At  last,  everything 
you've  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 

Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly. 

A  break  from  bottlenecks.  No  more  standing 
in  line  for  the  fax  machine.  With  its  dual  access 
feature,  the  dex  740  can  prepare  one  document 
for  sending  while  transmitting  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 
it's  receiving.  And  perform 
any  function  you  choose 
at  the  touch  of  a 
single  button. 

Is  1.5  seconds 
fast  enough? 

That's  all  the  time 
it  takes  for  the  dex 
';  740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction. 
Even  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
that  it's  backed  by  one  of  the  largest,  dedicated^ 
fax  service  organizations  in  the  world,  and  you'll 
see  why  the  dex  740  is  everything  you've  been 
waiting  for. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road, 
Danbury,  CT  06810  or  call  1-800-243-7046. 


FUJITSU 


The  global  computer  and  communications  company. 


Sports  Business 


In  boxing,  'pay-per- 
view  has  become 
the  big  kid  on  the 
block/  says 
promoter  Bob  Arum 

HOLYFIELD-FOREMAN  MAY  BE 
DWARFED  BY  HOLYFIELD-TYSON 


TELEVISION  I 


A  COLD  BEER 
AND  A  CHECKBOOK 

Get  set,  sports  nuts.  Pay-per-view  is  coming  on  like  Mike  Tyson 


L 


ast  spring,  the  Minnesota  North 
Stars  looked  like  a  bunch  of  hockey 
1  pucks.  They  barely  qualified  for  the 
Stanley  Cup  playoffs,  and  fan  support 
had  eroded  to  the  point  that  local  cable 
companies  didn't  even  bid  for  rights  to 
the  Stars'  playoff  games.  But  a  light 
bulb  went  off  somewhere  in  the  North 
Stars  organization,  and  the 
team  managed  to  string  to- 
gether eight  local  cable  oper- 
ators that  charged  customers 
$9.95  for  each  game  they 
wanted  to  see.  When  the 
North  Stars  shocked  the 
hockey  world  by  advancing 
to  the  finals,  the  phones  at 
this  ad  hoc  pay-per-view  net- 
work lit  up  like  a  Christmas 
tree.  The  $1.5  million  the  club 
collected  helped  defray  a  $7 
million  operating  loss. 

The  North  Stars'  success 
with  pay-per-view  was  as 
startling  as  their  playoff 
march — and  don't  think  exec- 
utives in  other  sports  didn't 
notice.  Before  very  long,  you 
too  may  be  calling  your  cable  company 
every  time  you  want  to  see  your  favorite 
team  in  action.  In  return  for  a  fee,  the 
company  will  then  program  your  cable 
box  to  decode  a  scrambled  feed  of  the 
big  game.  It's  even  theoretically  possible 
that  you  may  someday  have  to  shell  out 
$50  or  more  to  see  a  single  World  Series 
game,  though  the  very  thought  has 
some  in  Washington  steaming. 
ROCKETING  REVENUES.  Up  to  now,  pay- 

per-view  has  had  only  a  fistful  of  block- 
busters (table).  The  next  may  be  just 
around  the  corner:  the  heavyweight 
championship  match  between  challenger 
Mike  Tyson  and  champion  Evander  Ho- 
lyfield,  scheduled  for  Nov.  8  in  Las  Ve- 
gas. The  bout  may  be  postponed  or  can- 
celed if  an  Indianapolis  grand  jury 
indicts  Tyson  for  rape.  But  if  the  fight 
goes  forward,  it  could  pull  in  $70  million 
in  pay-per-view  revenues  alone,  predicts 
Tom  Adams,  an  analyst  at  media  consul- 
tant Paul  Kagan  Associates. 
Since  1987,  says  promoter  Bob  Arum, 


boxing's  revenues  from  pay-per-view 
have  rocketed  upward,  launched  by  the 
battle  between  Sugar  Ray  Leonard  and 
Marvelous  Marvin  Hagler.  Pay-per-view 
accounted  for  less  than  $10  million  of 
that  fight's  $70  million  in  revenues.  But 
back  then,  pay-per-view  was  available  in 
only  10  million  homes.  That  figure  has 


PAY-PER-VIEWS  KNOCKOUT  NUMBERS 

Top  eight  U.S.  pay-per-view  telecasts 


Event 

Date      Telecast  revenues* 
Millions  of  dollars 

EVANDER  HOLYFIELD  VS.  GEORGE  FOREMAN 

April,  1991 

$55 

MIKE  TYSON  VS.  DONOVAN  'RAZOR'  RUDDICK 

June,  1991 

40 

JAMES  'BUSTER'  DOUGLAS  VS.  HOLYFIELD 

October,  1990 

39 

TYSON  VS.  RUDDICK 

March,  1991 

33 

SUGAR  RAY  LEONARD  VS.  ROBERTO  DURAN 

December,  1989 

24 

WRESTLEMANIA  VII 

March,  1991 

23 

TYSON  VS.  MICHAEL  SPINKS 

June,  1988 

21 

WRESTLEMANIA  VI 

April,  1990 

20 

*Not  including  sales  to  bars,  restaurants,  or  closed-circuit  venues 

DATA:  PAUL  KAGAN  ASSOCIATES  INC.,  SHOWTIME.  TIME  WARNER  INC 

since  doubled  and  is  growing  by  some  2 
million  homes  annually.  Even  if  only  8% 
of  those  homes  pay  $35  to  $40  to  see  a 
fight,  as  they  did  for  April's  Holyfield- 
George  Foreman  bout,  the  growth  po- 
tential is  obvious.  This  year  alone,  pay- 
per-view  special  events — including 
boxing,  wrestling,  even  the  Sept.  23 


7" 


opening  of  New  York's  Me 
ropolitan  Opera — will  gene 
ate  $295  million  in  revenue 
says  Kagan  Associates 

In  boxing  at  least,  "pa;  „ 
per-view  has  become  the  bi 
kid  on  the  block,"  say 
Arum.  It's  so  big,  he  say 
that  pay-per-view  executives  have  a  sa 
in  who  fights  whom.  After  Tyson's  coi 
troversial  victory  over  Donovan  "Razor 
Ruddick  on  Mar.  18,  Showtime,  whic 
has  rights  to  Tyson's  fights,  pressed  fo 
a  rematch.  Says  Scott  Kurnit,  presiden 
of  Showtime  Event  TV:  "The  rematci 
was  a  natural  for  us." 


WHO  GETS  WHAT 
WHEN  THE  FISTS  STOP  FLYING 


T 


|  he  numbers  for  pay-per-view  mega- 
events— a  $70  million  take  is  expect- 
ed for  the  coming  Holyfield-Tyson 
bout — continue  to  be  as  improbable  as 
Don  King's  hair. 

Promoters  Bob  Arum  and  Dan  Duva, 
who  signed  with  Time  Warner  Inc.'s  tvko 
pay-per-view  unit  earlier  this  year,  collect 
a  quick  $3  million  each  time  Evander  Ho- 


lyfield  or  another  one  of  their  fig 
appears  in  a  major  bout  for  TVKO 
that's  before  the  fighter  gets  paid:  F 
Nov.  8  bout  against  Mike  Tyson,  Hoi 
gets  $15  million;  Tyson  gets  $10  mil 
All  that  money  does  not  assure 
payday  for  Time  Warner,  though. 
Holyfield  fought  George  Foreman, 
Warner  paid  an  estimated  $20  milli 
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he  next  frontier  could  be  a  major 
ipetition  in  a  sport  other  than  boxing, 
wtime's  Kurnit  says  he  has  talked  to 

about  the  Indianapolis  500.  Time 
rner  Cable  tried  unsuccessfully  to  ar- 
ge  the  first  match  between  sprinters 
1  Lewis  and  Ben  Johnson  after  John- 
's return  from  a  2y2-year  suspension 
steroid  use.  So  far,  at  least,  no  dice, 
ere  aren't  enough  sports  events  that 
dd  make  people  buy  tickets  both  in 

Angeles  and  Duluth,"  says  Pat  For- 
i,  operations  vice-president  of  the 
th  Stars.  Still,  Forciea  predicts  that 

National  Hockey  League,  which 
sn't  have  a  national  TV  contract,  mav 


soon  turn  to  some  form  of  pay-per-view. 

Pay-per-view  is  further  off  for  sports 
with  national  TV  deals.  But  it's  coming. 
To  recoup  some  of  the  $401  million  it 
spent  for  the  rights  to  the  1992  Barcelo- 
na Olympics,  NBC  plans  to  offer  600 
hours  of  commercial-free  Olympic  events 
on  local  pay-per-view,  arranged  in  pack- 
ages costing  $95  to  $170.  Showtime's 
Kurnit  believes  NBC  will  do  well,  though 
he  thinks  the  network  set  its  prices  too 
high.  "As  a  society,  we'll  pay  a  little 
more  for  the  best  seat  in  the  house,"  he 
says.  "Maybe  the  best  seat  is  the  one 
that  doesn't  come  with  commercials." 

Maybe  so,  but  this  society  also  consid- 


ers free  sports  on  the  tube  as  a  right 
conferred  at  birth.  When  the  North 
Stars  went  on  pay-per-view  last  spring, 
Representative  Gerry  Sikorski  (D-Minn.) 
cried  foul.  "It's  not  fair,  it's  not  right, 
it's  not  the  America  we  love,"  he  fumed. 
Of  like  mind  is  Representative  Peter  H. 
Kostmayer  (D-Pa.).  Sikorski  and  Kost- 
mayer  are  pushing  different  bills  that 
would  force  sports  leagues  to  broadcast 
a  goodly  number  of  free  games  or  lose 
their  current  antitrust  exemptions. 

It's  economics,  not  legislation,  howev- 
er, that  so  far  is  keeping  pro  sports  on 
the  sidelines.  The  National  Football 
League  won't  put  its  showcase  event, 
the  Super  Bowl,  on  pay-per-view  anytime 
soon.  But  the  league  may  experiment 
with  pay-per-view  in  1993 — perhaps  by 
giving  San  Francisco  49ers  fans  in 
Maine,  say,  a  chance  to  pay  to  watch 
their  team.  With  their  own  big-game  net- 
work contracts,  neither  Major  League 
Baseball  nor  the  National  Basketball 
Assn.  is  considering  similar  experiments. 
sitting  pretty.  Pay-per-view's  biggest 
break  would  come  only  if  the  three  ma- 
jor networks  back  away  from  big-bucks 
contracts  to  broadcast  baseball  and  foot- 
ball. At  that  point,  the  solons  of  the  NFL 
and  Major  League  Baseball  might  resort 
to  pay-per-view  to  fund  escalating  player 
salaries.  "As  long  as  a  Jose  Canseco  can 
get  $4  million  a  year,  we're  sitting  pret- 
ty," says  John  Severino,  president  of 
Los  Angeles-based  cable  channel  Prime 
Ticket,  which  is  considering  pay-per-view 
telecasts  for  Lakers  basketball  and 
Kings  hockey  games  next  year. 

How  much  longer  can  televised  sports 
remain  free?  Pay-per-view  advocates  ar- 
gue that  the  American  consumer  might 
pay  a  premium  to  skip  the  commercials. 
So  far,  that  applies  only  to  a  few  head- 
line happenings.  But  as  the  Minnesota 
North  Stars  learned,  pay-per-view  can  be 
a  hot  ticket  even  in  the  hinterlands. 

By  Ronald  Grover  in  Los  Angeles,  with 
Joseph  Weber  in  Philadelphia  and  Peter 
Hong  in  Washington 


the  bout.  After  paying  more 
)  million  of  the  $55  million  pot  to 
ters  and  $5  million  to  local  cable 
es,  Time  Warner,  say  its  execu- 
nade  a  few  million"  on  the  so- 
attle  of  the  Ages. 
Warner  has  so  far  lost  money  on 

series  of  smaller-time  fights, 
the  Loreto  Garza-Edwin  Rosario 
welterweight  bout  in  June.  At 
er-view,  those  fights  draw  maybe 
homes,  vs.  1.4  million  for  Holy- 
"eman.  As  a  result,  promotional 
id  purses  are  scaled  back.  But 
nd  Duva  still  take  home  $100,000 


for  arranging  the  matches,  and  the  fight- 
ers split  an  additional  $250,000. 

TVKO  will  take  the  losses  in  hopes  of 
building  support  for  pay-per-view  boxing. 
And  with  2  million  new  homes  each  year 
capable  of  getting  pay-per-view,  a  bigger 
payday  could  be  down  the  road.  That 
prospect  has  prompted  a  bidding  war  be- 

TVKO  appears  willing  to 
accept  losses  as  it  builds 
support  for  pay-per-view 


tween  Time  Warner  and  Viacom  Interna- 
tional Inc.  Time  Warner  Sports  President 
Seth  Abraham  says  that  last  December, 
he  and  promoter  King  shook  hands  on  a 
deal  that  Abraham  thought  would  keep 
Tyson  at  Time  Warner,  which  had  broad- 
cast 17  matches  featuring  Iron  Mike.  But 
within  weeks,  King  had  spirited  Tyson 
away  to  Showtime,  Viacom's  competing 
pay-per-view  channel. 

That  surely  won't  be  the  last  time, 
however,  that  King  or  another  promoter 
switches  corners.  With  all  that  big  mon- 
ey in  pay-per-view's  ring,  this  fight, 
folks,  looks  as  if  it'll  go  the  distance. 


S  BUSINESS 


BUSINESS  WEEK/SEPTEMBER  2,  1991  57 


e  Corporation 


STRATEGIES ! 


CONAGRA  TURNS  UP 
THE  HEAT  IN  THE  KITCHEN 


Mike  Harper  made  his  company  the  No.  2  foodmaker.  Now,  rival  Kraft  is  looking  over  its  shoulder 


When  Mike 
Harper  was 
confined  to 
bed  for  a  week  in  July 
to  heal  a  painful  slipped 
disk,  he  didn't  spend  his 
time  sleeping  late  or 
tuning  in  to  Oprah.  In- 
stead, the  hard-charg- 
ing chairman  of  Con- 
Agra Inc.  tapped  away 
at  his  personal  comput- 
er and  worked  his 
phone,  tracking  every- 
thing from  executives' 
travel  schedules  to 
weekly  profit  updates 
from  ConAgra's  70  far- 
flung  operations. 

Unwilling  to  slow 
down  even  while  flat  on 
his  back,  Charles  M. 
Harper  has  set  a  break- 
neck pace  at  ConAgra. 
When  Harper  took  over 
the  Omaha-based  grain 
processor  in  1974,  it 
was  on  the  edge  of 
bankruptcy  and  had 
sales  of  $634  million.  By 
gobbling  up  companies 
and  churning  out  new 
products,  he  built  little- 
known  ConAgra  into  a 
$19  billion  behemoth 
that  is  now  the  nation's 
largest  independent 
food  company.  Only  the 
Kraft  General  Foods 
Inc.  unit  of  tobacco  gi- 
ant Philip  Morris  is  bigger,  with  $30  bil- 
lion in  sales.  Gushes  Clayton  Yeutter, 
chairman  of  the  Republican  National 
Committee  and  a  former  ConAgra  direc- 
tor: "Mike  has  simply  outmanaged  just 
about  everybody  in  the  United  States." 

Nor  is  he  slowing  down  now.  In  1989, 
ConAgra  began  launching  low-fat,  low- 
sodium  frozen  dinners,  dubbed  Healthy 
Choice.  The  line  became  the  food  indus- 
try's most  successful  new  product  in  at 
least  a  decade,  jolting  such  giant  rivals 
as  Campbell  Soup  Co.   and  Nestle's 


Stouffer  Foods  Corp.  Harper  followed 
that  up  last  year  with  the  $1.34  billion 
purchase  of  Beatrice  Co.  And  in  July,  he 
snapped  up  Golden  Valley  Microwave 
Foods  Inc.  for  $455  million  (table). 

ConAgra's  assault  comes  as  the  $241 
billion  packaged-food  industry  is  facing 
slower  growth.  In  the  1980s,  declining 
tax  rates,  divestitures  of  nonfood  busi- 
nesses, and  cheap  raw  materials  helped 
10  top  food  companies  post  average  an- 
nual earnings  gains  of  11.5%,  according 
to  Gleacher  &  Co.,  an  investment  bank. 


With  fewer  such 
neuvers    left,  fo 
makers   may  find 
tough  to  sustain  t 
growth.  As  brand  \oy 
ty  declines,  consum 
see  many  foods  as  co 
modities,  making 
tough  for  manufact 
ers  to  command  prei 
urn  prices.  The  wani 
power  of  brands  a 
means  that  retailers  c 
opt  to  push  only  the 
products    that  off 
them  the  best  deals, 
a  result,  foodmake 
are  being  forced  to  p 
for  shelf  space,  sub 
dize  retailers'  ad  ca 
paigns,  and  issue  cc 
pons  for  shoppers. 
sharp  pen.  But  Cc 
Agra  knows  how 
thrive  in  this  hostile 
vironment.  From 
roots  in  commoditi 
where  margins  are 
toriously  thin,  it  learn 
to  boost  profits  by  hi 
ing  production  efficie 
cy  and  increasing  sal 
rather    than  raisir 
prices.  Indeed,  Con 
gra's  net  profit  marg 
is  1.5%,  vs.  6.1%  for 
leading  food  companie 
says  analyst  Willia 
Leach   of  Donalds 
Lufkin  &  Jenrette  Sec 
rities  Corp.  Ordinarily,  that  might  not 
something  to  boast  about.  But  Con 
gra's  net  income  has  grown  more  th 
twice  as  fast  as  that  of  other  large  ind 
pendent  U.  S.  foodmakers  since  19£ 
(chart). 

The  leaner  margins  are  partly  a  pro 
uct  of  ConAgra's  lower-profit  agricultu 
al  commodities  lines.  But  they  also 
fleet  the  company's  willingness  to  wie 
a  sharp  pricing  pen  in  the  ever-mor 
vicious  battle  of  the  supermarket, 
aggressive  discounting  has  helpe 
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CONAGRA'S  FEAST 


Year 

Acquisition 

Brands  Price 

Millions  of  dollars 

1980 

BANQUET  FOODS 

Banquet 

$63 

1983 

ARMOUR  FOOD 

Armour 

182 

1986 

RJR  NABISCO 
FROZEN  FOODS 

Morton,  Patio,  Chun  King 

64 

1990 

BEATRICE 

Hunt's,  Wesson,  Swift,  Eckrich, 
Butterball,  Orville  Redenbacher's 

1,340 

1991 

GOLDEN  VALLEY 
MICROWAVE  FOODS 

Act  II 

455 

DATA  COMPANY  REPORTS,  BW 

minuscule.  Says  Marc  C.  Particelli,  who 
heads  the  consumer-goods  consulting 
practice  at  Booz,  Allen  &  Hamilton  Inc.: 
"Those  two  giants  are  going  to  be  slog- 
ging it  out  for  a  long  time." 

There  are  other  worries  as  well. 
Harper,  who  has  been  ConAgra's  vision- 
ary, dealmaker,  and  financial  wizard  for 
17  years,  may  retire  when  he  turns  65  in 
September,  1992.  Although  he  says  the 
board  hasn't  decided,  Harper  probably 
will  stay  on  for  a  year  or  two  as  chair- 
man while  Chief  Operating  Officer  Phil- 
ip B.  Fletcher  moves  up  to  CEO.  Industry 
watchers  say  Fletcher,  58,  is  a  seasoned 
manager,  but  it  will  be  tough  to  fill 
Harper's  shoes.  "His  successor  is  going 
to  face  quite  a  daunting  task  to  match 
his  record,"  says  John  B.  Carl,  acting 
equity  investment  officer  for  the  Teach- 
er Retirement  System  of  Texas,  which 


recently  reduced  its 
ConAgra  holding  by 
10%,  to  428,000  shares, 
because  Carl  doesn't 
see  much  growth  poten- 
tial in  the  stock. 

Still,  by  building  its 
branded-foods  base  and 
paring  debt,  ConAgra 
could  double  its  net 
margin  to  3%  and  more 
than  double  profits,  to 
at  least  $700  million,  by 
fiscal   1995,  says  Ste- 
phen M.  Carnes,  manag- 
ing director  of  Minne- 
apolis brokerage  Piper, 
Jaffray   &  Hopwood 
Inc.  And  few  companies 
can  rival  the  apprecia- 
tion    of  ConAgra's 
stock,  recently  trading 
at  44%:  A  $1*000  stake 
in  ConAgra  in  1974  is 
worth  $221,704  today. 
That's  a  compound  an- 
nual growth  rate  of 
37.49s  vs.   15.67';  for 
the  Standard  &  Poor's 
500-stock  index. 
It's  a  far  cry  from  the  sorry  mess 
Harper  found  on  his  arrival  as  COO  17 
years  ago.  A  disastrous  futures-trading 
play  had  pushed  the  highly  leveraged 
grain  processor  $12  million  into  the  red. 
Harper  shored  up  the  balance  sheet  by 
selling  flour  mills,  cutting  costs,  and  slic- 
ing grain  inventories. 

Harper  seemed  an  unlikely  savior. 
While  most  of  his  food  industry  peers 
are  marketing  types,  the  6-foot,  6-inch 
Harper  started  at  General  Motors  Corp. 
as  a  mechanical  engineer  before  joining 
Pillsbury  Co.  There,  he  worked  his  way 
up  the  operations  ladder  to  head  the 
poultry  and  food  service  units.  Unlike 
most  polished  CEOs,  he  favors  short- 
sleeved  shirts  year-round.  But  he's  not 
without  flash.  Harper  earned  a  pilot's 
license  at  age  56  and  flew  a  Cessna  182 
from  San  Francisco  to  New  York  to  cele- 
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brate  his  60th  birthday,  setting  a  world 
speed  record  for  a  piston-engine  plane  in 
its  weight  class. 

No  less  daring  was  Harper's  1980 
plunge  into  packaged  foods  with  Ban- 
quet Foods.  Even  after  languishing  un- 
der conglomerate  RCA  for  five  years, 
Banquet  was  the  largest  player  in  the 
frozen-food  industry,  where  sales  tripled 
during  the  1970s.  Despite  the  promise  of 
growth,  Harper  drove  a  hard  bargain: 
He  picked  up  the  company  for  a  mere 
$63  million — about  one-fourth  of  RCA's 
original  asking  price.  By  1984,  the  acqui- 
sition paid  for  itself  as  annual  operating 


cut  costs.  The  newly  combined  Armour 
Swift-Eckrich  processed  meats  group 
has  shut  its  most  expensive  plant  and  is 
closing  a  second  one.  Harper  also  refi- 
nanced Beatrice  junk  bonds,  lowering  in- 
terest payments  by  a  total  of  $50  million 
over  the  seven  years  until  maturity. 

Despite  the  lure  of  economies  of  scale 
or  the  siren  song  of  synergy,  however, 
Harper  resists  centralization.  Unlike 
Kraft,  which  has  consolidated  hundreds 
of  product  lines  into  seven  major  units, 
Harper  has  formed  70  operating  compa- 
nies at  ConAgra,  each  with  its  own  pres- 
ident and  corporate  staff  to  handle  mar- 


TEST  KITCHEN:  CONAGRA  RELIES  ON  FREE  TASTES  AND  COUPONS  TO  BOOST  SALES  OF  NEW  PRODUCTS 


income  more  than  doubled,  to  $25  mil- 
lion. Sales  have  grown  more  than  100% 
and  now  top  $700  million  a  year. 

The  Banquet  deal  became  a  model  for 
a  string  of  packaged-food  acquisitions, 
including  Armour  Food  Co.  and  rjr  Na- 
bisco Inc.'s  frozen-food  lines.  By  refus- 
ing to  overpay  for  assets,  Harper  helps 
ensure  low  operating  costs.  He  then 
wrests  higher  profits  by  hacking  out 
manufacturing  inefficiencies  and  crank- 
ing up  volume.  After  buying  Nabisco's 
Morton,  Patio,  and  Chun  King  lines,  for 
example,  he  shut  two  old  Banquet  plants 
and  shifted  production  into  newer  Na- 
bisco plants — saving  $10  million  a  year. 
lots  OF  chiefs.  Harper's  tight  grip  on 
the  acquisition  purse  strings  forced  him 
to  sit  out  the  richly  priced  food  mega- 
mergers  of  the  1980s.  But  he  altered  his 
tactics  somewhat  to  buy  Beatrice,  which 
was  neither  a  bargain  nor  a  turnaround 
candidate.  He  picked  up  the  $4.3  billion 
company  for  its  choice  brands  and  Hunt- 
Wesson's  top-flight  distribution  system. 
Not  that  Harper  hasn't  found  ways  to 


keting,  accounting,  and  production. 

As  the  Beatrice  units  are  finding, 
Harper  expects  the  operating  companies 
to  churn  out  new  products  and  pump  up 
demand  for  existing  ones.  So  Armour 
Swift-Eckrich  has  stepped  up  its  push 
into  supermarket  delis  and  restaurant 
chains.  In  the  past  year,  Hunt-Wesson 
has  added  74  new  items,  including  Wes- 
son canola,  olive,  and  sunflower  oils. 
New  brands  offer  the  greatest  growth 
potential — and  the  greatest  chance  of 
failure.  ConAgra  has  laid  its  share  of 
eggs,  such  as  Bow  Wow  dog  focd,  which 
lived  up  to  its  name.  But  lately,  Con- 
Agra's  golden  touch  has  enabled  it  to 
muscle  aside  entrenched  competitors  and 
beat  back  big-spending  challengers. 

Take  Banquet's  Kid  Cuisine,  a  line  of 
frozen  dinners  for  children.  In  early 
1990,  when  Kid  Cuisine  was  rolling  out 
nationwide,  Tyson  Foods  Inc.  jumped  in 
with  a  line  called  Looney  Tunes.  With  a 
budget  about  one-third  of  Tyson's  $50 
million,  ConAgra  relied  on  cents-off  cou- 
pons and  in-store  tastings.  Kid  Cuisine 


meals  also  sold  for  20%  less  and  inclBl 
a  game  and  a  dessert,  while  Tyson  mt-. 
to  main  courses.  With  $75  million  hjfi 
cal  1991  sales,  Kid  Cuisine  now  outllj , 
Looney  Tunes  three  to  one. 
turkey  chili.  Another  new-product  ■ 
nomenon  grew  out  of  a  personal  cjm 
for  Harper.  After  suffering  a  hearH 
tack  in  1985,  he  couldn't  find  tasty  Ml 
pared  foods  that  met  his  strict  new  BT 
But  his  wife,  Josie,  whipped  up  » 
low-fat,  low-sodium  dishes.  "Ground™ 
key  sort  of  saved  the  day,"  Josie  HaB 
chuckles.  When  Harper  invited  sll 
ConAgra  managers  over  to  sample  M 
spicy  turkey  chili,  they  beep) 
convinced  that  there  was  a  la 
market  for  such  foods. 

After  several  years  in  rese« 
labs  and  test  kitchens,  Con^H 
launched  Healthy  Choice  frJL 
dinners  in  late  1989.  At  fB 
ConAgra  had  to  pay  retailenfc 
carry  the  fledgling  brand,  I 
soon  they  were  clamoring  fom 
The  brand  has  grabbed  18%H 
the  $2.5  billion  premium  froB 
dinner-and-entree  segment,  wl 
Weight  Watchers  has  lost  30'M 
its  sales.  Rivals  have  rushed  ■ 
low-fat,  low-salt  offerings,  ledB 
Kraft's  Eating  Right. 

None  has  dented  HealM 
Choice.  Sales  of  the  line,  wh 
now  includes  ice  cream 
breakfast  items,  reached  $: 
million  in  fiscal  1991.  Althoi 
its  soups  and  stews  recently  1 
guished  in  test  markets,  the  C( 
pany  still  plans  to  launch  m 
than  100  new  Healthy  Cho 
products  within  the  year.  If 
push  is  successful,  the  brand  could  hit 
billion  in  a  few  years,  says  L.  Cr 
Carver,  an  analyst  at  Minneapolis  b 
kerage  John  G.  Kinnard  &  Co. 

With  so  much  potential  in  prepat 
foods,  will  ConAgra  now  unload  its  si 
er-growing  agricultural  products,  wh 
contribute  22'  -'  of  sales?  Not  a  chan 
Harper  insists.  ConAgra  is  the  natio 
No.  2  meat  packer  and  No.  3  grain  pi 
cessor,  and  Harper  claims  its  brea 
cushions  the  impact  of  natural  disast( 
During  droughts,  for  instance,  pac 
aged-food  margins  get  squeezed  by 
terial  costs,  but  ConAgra's  commodit 
make  a  killing. 

Harper's  decade-long  string  of  acqu 
tions  has  turned  ConAgra  into  the  on 
big  U.  S.  company  "to  operate  across  t 
food  chain,"  as  its  chairman  boasts.  B 
Mike  Harper  is  still  one  hungry  mark 
er.  Of  all  food  sold  in  the  U.  S.,  he  say 
"we  have  just  a  2%  share,  so  we  ha 
98%  to  go."  It's  a  joke,  of  course.  B 
ConAgra's  competitors  aren't  laughin 
By  Lois  Tkerrien  in  Omah 
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The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi 
cal  management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelraveler^j 

You're  better  off  under  the  Umbrella! 
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Graphical  computing  is  the  way  the  world  is  going. 

The  editorials  agree.  The  industry  pundits  agree. 
Even  our  competitors'  ads  agree. 

The  kind  of  computing  Apple  Macintosh  personal 
computers  first  made  popular  back  in  1984  is  the  way  a 
computer  should  work. 

But  with  a  head  start  of  several  years,  a  long  history 
of  innovation  and  an  architecture  optimized  for  graphical 
computing  from  the  very  beginning,  Macintosh  remains 
the  definitive  form  of  graphical  computing. 

And  now,  with  new  Macintosh  versions  of  some  of 
the  most  popular  DOS  programs,  you  can  have  all  the 
benefits  of  a  Macintosh  without  sacrificing  any  of  your 
investment  in  MS-DOS  PCs,  applications  and  data. 

Tike  Lotus  1-2-3  for  Macintosh.  It's  a  whole  new  kind 
of  Lotus  1-2-3  created  expressly  for  Macintosh.The  editor 
of  the  industry  newskMSoftletter  calls  it  nothing  short 
of  "a  design  triumph'.' 

It  has  the  power  you  expect  from  the  world's  most 
popular  spreadsheet.  Plus  exciting  new  features  like  the 
flexibility  to  directly  manipulate  data,  text  and  graphics 
all  in  the  same  file.  And  a  new  level  of  charting,  graphing 
and  drawing  capability  that's  unique  to  Macintosh.  (And 
it's  fully  compatible  with  all  other  versions  of  1-2-3.) 

Or  consider  the  new  WordPerfect  for  Macintosh.  Its 
compact,  easy-to-understand  menus  and  streamlined 
dialog  boxes  give  you  easy  access  to  all  the  features  you're 
used  to  from  the  leading  word  processor,  along  with 
some  exciting  new  capabilities  added  just  for  Macintosh. 

For  example,  a  graphics  and  drawing  package  is  built 

For  more  information  about  Lotus  1-2-3,  call  800-TRADEVP,  ext.  6007.  About  FoxRASE+ZMac,  call  800-837FOX2.  About  WordPerfect,  d 

©  1991  typie  Computer ,  fnc  Affile,  the  Affile  Iomo  Mac,  Macintosh  and  The  power  to  be  your  best  are  registered  trademarks,  and  Super Drit>e  is  a  trademark  of  Apple  Computer,  Im  Lotus  1-2-3  for  Macintosh  wSl  be  available  m  fall  1991  Lotus  and  i-2-.i  are  rewstered  trademt 
oj  Microsoft  Corp  I  \A  aw/  metered  tratiemark  oj 1  m\  System  Laboratories,  fnc  (xyZtsarqjsityrdtmdmark  dBASE  is  a  registered  trademark  of  New  Era  Software,  fnc  Mention  of Ibtrd  part)  products  i*  for  informational  pirn 


XjS  computer 

/lacintosn. 

right  into  the  program.  Which  means  graphic  images, 
charts  and  sidebars  can  be  added  and  edited  without 
any  reformatting  hassles. 

There's  also  the  powerful  new  FoxBASE+Alac, 
which  is  up  to  10  times  faster  than  most  other  database 
packages.  It  takes  full  advantage  of  the  graphic,  intuitive 
Macintosh  way  of  working,  and  allows  Macintosh  and 
DOS  users  to  access  the  same  data  simultaneously.  And 
it  can  read  dBASE  files,  too. 

There's  even  Novell  NetWare  for  Macintosh,  which 
connects  Mac  into  the  most  popular  PC  networking 
software  in  the  world  today.  It  lets  you  take  advantage  of 
the  networking  capabilities  built  into  every  Macintosh 
personal  computer  to  integrate  with  virtually  any  other 
operating  system:  MS-DOS,  Windows,  OS/2  and  even 
UNIX  and  SNA  environments. 

All  these  programs  take  advantage  of  the  built-in 
Apple  SuperDrive"  disk  drive  to  let  you  easily  exchange 
information  between  your  MS-DOS  PCs  and  Macintosh 
computers  on  a  standard  3M"  floppy  disk. 

Like  all  Macintosh  programs,  they  let  you  copy  work 
you've  done  from  one  and  paste  it  into  another,  so  their 
combined  power  is  even  greater. 

For  more  information  on  all  these  programs,  see 
the  phone  numbers  listed  below.  Or  visit  the  authorized 
Apple  reseller  nearest  you. 

You'll  discover  that  Macintosh  may  be  the  most  pow- 
erful, flexible,  affordable  DOS  computer  you 
can  buy  today  The  computer  with  the  pi  >\\er  • 
you  really  want.  The  power  to  be  y<  >ur  best . 

26-7820.  About  NetWare,  call  800-NETWARE.  For  the  name  of  the  authorized  Apple  reseller  near  you,  call  800-538-9696,  ext.  825. 

hpment  Corporation  FaxFUSE*  and FaxHiSE*/Mac  are  regutereii  trademark  q (flat  Software,  tin  WordPerfect  is  a  registered  trademark  of  WoniPerfeU  Corp  XetWare  is  a  reentered  tmkmark  of Xovelt  kit  US-DOS  tsa  registered  trademark  ami  Wmdom  i\  a  trademark 
oduct  specifications  and  descriptions  were  supplied  by  the  respecluv  vendor  or  supplier.  All  understandings,  agreements  or  warranties,  if  any.  take  place  directly  between  the  vendors  and  the  prospective  users  This  ad  was  created  using  Macintosh  personal  compulm 
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Commentary/by  Susan  B.  Garland 


HOW  TO  KEEP  WOMEN  MANAGERS  ON  THE  CORPORATE  LADDER 


Throughout  the  1980s,  according 
to  the  Census  Bureau,  the  num- 
bers of  woman-owned  startups 
grew  at  twice  the  rate  of  all  U.  S.  busi- 
ness startups.  Many  of  these  budding 
female  entrepreneurs  weren't  so  much 
born  risk-takers  as  refugees  fleeing  a 
hostile  Corporate  America.  It's  in  busi- 
ness' own  interest  to  stop  blocking  the 
advancement  of  women — a  message 
that  shines  through  the  Labor  Dept.'s 
recently  released  "glass  ceiling" 
report. 

Labor's  18-month  study  of  promotion 
practices  found  that  entrenched  atti- 
tudes prevented  women  from  moving 
up  the  corporate  ladder — sometimes, 
not  far  above  entry  level,  i  „  — = 
With  its  report,  Labor  an-  I 
nounced  a  nationwide 
crackdown  on  federal  con- 
tractors who  violate  affir- 
mative-action laws,  al- 
though it  has  the 
personnel  to  conduct  only 
limited  probes. 

But  demographics  are 
forcing  senior  manage- 
ment to  realize  it  must 
stop  frustrated  women  ex- 
ecs from  shipping  out. 
Skilled  white  males  com- 
prise a  shrinking  percent- 
age of  the  labor  force — 
and  the  customer  base. 
These  changes,  says  Chi- 
cago executive  recruiter 
Amanda  C.  Fox,  have  led 
to  an  upsurge  in  demand 
for  women.  Says  Fox: 
"Companies  are  not  doing 
this  because  they  are 
conscious." 

Unfortunately,  corporate  eagerness 
to  hire  female  executives  doesn't  guar- 
antee them  equal  opportunity.  A  1990 
survey  by  Catalyst,  a  New  York-based 
research  firm,  found  that  nearly  half 
of  human-resource  managers  thought 
women  had  less  initiative  than  men  and 
were  less  willing  to  take  risks.  Catalyst 
Vice-President  Mary  C.  Mattis  says 
women  also  are  perceived  as  being  less 
committed,  especially  if  they  are  moth- 
ers. Says  Mattis:  "They're  seen  as  peo- 
ple who  will  not  stick  around  or  who 
will  not  relocate." 

Those  perceptions  are  dead  wrong, 
and  another  study  has  the  numbers  to 


prove  it.  A  report  released  last  year  by 
Wick  &  Co.,  a  Wilmington  (Del.)  con- 
sulting firm,  indicates  that  frustration 
with  career  progress— not  the  call  of 
home  and  child — accounts  for  most  de- 
partures by  female  professionals.  Wick 
found  that  73%  of  women  who  quit 
large  companies  moved  to  another 
company;  only  7%  left  to  stay  at  home. 
Indeed,  women  are  just  as  tough  and 
committed  as  their  male  counterparts, 
says  consultant  Marilyn  Loden,  co-au- 
thor of  the  book  Workforce  America!. 
But,  she  says,  male  managers  have  to 
understand  that  men  and  women  have 
different  management  styles.  Whereas 
men  often  rely  on  hierarchical,  order- 
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and-obey  structures,  "women  get  peo- 
ple to  work  by  inspiring  them  and  in- 
volving them  in  decisions. "  Loden  says 
that  "this  makes  women  seem  indeci- 
sive or  unwilling  to  assert  themselves." 

To  highlight  these  differences,  such 
companies  as  Lotus  Development,  Cor- 
ning, and  U.  S.  West  have  set  up  "val- 
ue-diversity" programs.  In  day-long 
workshops,  executives  of  both  genders 
participate  in  role-playing  exercises  or 
discussion  groups  designed  to  search 
and  destroy  stereotypical  assumptions. 

Companies  also  must  review  the  as- 
signments that  are  essential  to  ad- 
vancement and  begin  placing  more 
women  in  them.  These  usually  are  the 
"line  positions"  responsible  for  profits 


and  losses:  marketing,  in  a  consume 
products  company,  or  plant  manag 
ment,  in  a  manufacturing  compan 
Currently,  female  managers  may  ri; 
high — but  usually  it's  in  the  areas 
communications  or  human  resource 
which  rarely  lead  to  the  senior  jobs. 
mirror  image.  Male  managers  wou 
be  wise  to  examine  the  politics  of  a 
vancement,  as  well.  Women  may  haT 
more  difficulty  developing  the  allianc< 
that  are  as  important  as  doing  a  jc 
well,  because  older  male  managers  o 
ten  prefer  proteges  who  are  junior  ve 
sions  of  themselves,  i.e.,  young  me: 
To  break  this  clubby  barrier,  managl 
ment  experts  suggest  formal  mento 
ing  programs.  At  Chub 
&  Son  Inc.,  a  New  Jersej 
insurer,  a  sponsor  gets  h; 
assigned  female  midd| 
manager  projects  in  a  v 
riety  of  areas  so  that  s 
attains  the  breadth  of  e: 
perience  essential  for  tc 
jobs. 

Companies  also  shou! 
review  their  procedure 
when  conducting  externi 
searches  for  talent.  Ma 
executives  must  tell  r 
cruiters  that  they  aren 
necessarily  looking  f< 
their  mirror  image,  say 
Ann  Ronce,  a  San  Franci; 
co  management  consu 
tant.  "Many  executiv 
don't  realize  how  the 
maintain  their  own  gla; 
ceilings  through  executiv 
search,"  she  explains. 
Progressive  companies  are  also  fin 
ing  ways  to  reward  those  who  shatte 
the  glass  ceiling.  Since  1989,  Tennec 
Inc.  has  tied  a  part  of  an  executive'^ 
bonus  to  his  or  her  progress  in  promo : 
ing  women  and  minorities,  a  policy  tha! 
has  led  to  a  25%  rise  in  the  number) 
hired.  "If  you  put  their  bonus  at  risk,| 
says  Stephen  J.  Smith,  executive  dim 
tor  of  human  resources,  "individual  | 
will  pay  attention." 

Demographic  changes  leave  compE^ 
nies  little  choice  but  to  diversify.  Anj 
since  some  men  will  never  feel  corr| 
fortable  letting  women  into  the  club,  i) 
isn't  enough  to  rely  on  time.  Compg 
nies  must  deliberately  change  if  the; 
want  to  stop  the  female  brain  drain. 


rhe  language  may  be  difficult, 
rhe  food  may  be  different, 
rhe  customs  maybe  unfamiliar. 
3ut  making  a  phone  call  back  to  the 
tes  can  be  easy. 

ust  dial  the  special  AT&T  USADirect® 
ess  number  for  the  country  you're  in. 
Within  seconds,  you're  in  touch  with 
AT&T  Operator  in  the  U.S.  who  can 
p  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world, 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory. 

AT&T  USADirect  Service. 

Your  express  connection  to  AT&T  service. 


BmAT&T 

The  right  choice. 
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INVESTIGATIONS 


CLEARING 
THE  WRECKAGE 

BUFFETT  IS  AN  INSPIRED  CHOICE,  BUT  HE  ISN'T  MASTER  OF  SALOMON'S  FATE 


■  f  the  ongoing  saga  of  Salomon 
I  Brothers,  and  its  alleged  effort  to 

■  improperly  dominate  Treasury  auc- 
tions, seems  lifted  from  the  pages  of 
Liar's  Poker,  the  events  of  the  past  few 
days  smack  instead  of  Destry  Rides 
Again.  Out  goes  the  tarnished  CEO,  the 
scowling,  cigar-chompinj.  high-stakes 
trader  John  H.  Gutfreund.  And  out  of 
the  West  comes  a  living  legend — mod- 
est, unassuming,  armed  with  self-depre- 
cating wit.  "I  was  thinking  of  making 
[my  salary]  $1  a  year,"  deadpanned  War- 


ren E.  Buffett,  interim  chairman  of  Salo- 
mon Inc.,  at  an  inaugural  press  confer- 
ence on  Aug.  18.  "But  I  could  be 
negotiated  with — downward." 

Can  the  Sage  of  Omaha  save  Salomon 
Brothers — and  with  it,  his  own  huge 
stake  in  the  bond-trading  giant?  The  an- 
swer to  that,  of  course,  depends  largely 
on  external  forces  well  beyond  the  con- 
trol of  Buffett,  a  noted  investor  and 
chairman  of  Berkshire  Hathaway  Inc. 
To  be  sure,  Buffett,  whose  firm  holds 
$700  million  of  Salomon  convertible 


shares,  is  an  inspired  choice  for  CEO. 
even  so,  the  damage-control  task  fac 
the  new  CEO  is  awesome — and  potent^ 
ly  overwhelming.  Customers  are  Defi- 
ning to  flock  for  the  exits,  led  by  pulio 
pension  funds  in  California,  Wisconsjj, 
and  Massachusetts. 

And  it  is  becoming  increasingly  clur 
that  the  transgressions  allegedly  ad- 
mitted by  Salomon  may  be  so  grave  ttyt 
the  firm  is  likely  to  face  severe  le;W 
consequences.  Salomon  has  concecid 
that  it  used  customer  accounts,  withdt 
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lority,  to  bid  for  notes  and  bonds  in 
Treasury  auctions  since  December, 
I — thus  winding  up  with  more  than 
35%  share  of  the  offering  permitted 
ny  one  firm. 

i  recent  days,  yet  another  element  of 
imon's  alleged  transgressions  has 
rged.  Wall  Street  sources  familiar 
i  the  practice  say  that  in  addition  to 
jly  jacking  up  the  price  of  Treasury 
irities,  Salomon  used  its  dominance 
'reasury  auctions  to  demand  ultralow 
s  of  interest  on  cash  it  borrowed  in 
irn  for  access  to  Solly's  hoard  of 
isury  securities. 

bborn  cloud.  Whatever  the  truth  of 
i  allegations,  Salomon  customers  at 
ie  and  abroad  have  begun  to  tiptoe 
the  door.  It  may  become  a  stampede, 
ie  scandal  drags  on.  On  Aug.  21,  the 
'Id  Bank  suspended  business  deal- 
>  with  the  firm  until  at  least  Sept.  30. 

fundamentally  have  [Salomon  offi- 
;]  destroyed  their  credibility  in  our 
3,  we  need  an  independent  source  to 
fy  that  they  have  cleaned  up  their 
says  David  Shaw,  fixed-income 
tager  at  Legal  &  General  Assurance, 

of  Britain's  largest  fund  managers. 


In  the  first  signs  of  an  expected  exo- 
dus of  public  pension  funds,  the  giant 
California  and  Wisconsin  state  pension 
funds  have  put  their  Salomon  Treasury- 
bond  business  on  hold,  despite  Buffett's 
ascendancy  and  pleadings  from  Salomon 
executives.  "The  board  wanted  to  ex- 
press their  outrage  with  the  discovery  of 
practices  going  on,"  says  DeWitt  Bow- 
man, chief  investment  officer  of  the  Cali- 
fornia Public  Employees'  Retirement 
System.  And  in  Wisconsin,  officials  of 
the  state  pension  fund  were  unmoved  by 
the  executive-level  shakeup  at  Solly. 
"We're  not  certain  that  all  steps  that  are 
necessary  have  been  taken  internally," 
says  Kurt  N.  Schacht,  general  counsel 
of  the  State  of  Wisconsin  Investment 
Board.  "The  violations,"  he  maintains, 
"call  into  question  the  integrity  of  the 
firm  and  put  a  cloud  over  some  very 
important  markets." 

Buffett  hasn't  yet  been  able  to  dispel 
that  cloud.  In  its  statements  on  the  auc- 
tions, the  firm  has  long  skirted  the  cen- 
tral issue:  the  motivation  and  impact  of 
its  overbidding  at  auctions.  Did  Salomon 
corner  the  market  in  Treasury  securi- 
ties? After  all,  by  allegedly  buying  or 
controlling — via  customer  accounts — 
more  than  its  maximum  allowable  por- 
tion of  bonds,  Salomon  would  be  in  a 
position  to  influence  bond  prices  improp- 
erly, particularly  when  short-sellers  seek 
to  buy  Treasuries  to  cover  their  posi- 
tions. Asked  about  such  widely  reported 
allegations  at  the  press  conference,  Buf- 
fett replied  that  "anything  I  have  seen 
so  far  [at  Salomon]  doesn't  tell  me  about 
that,"  and  "what  has  been  uncovered  is 
unrelated  to  that."  And  although  Buf- 
fett had  said  earlier  that  he  has  had  "48 
hours  to  ask  a  lot  of  questions"  as  a 
board  member,  he  would  not  say  wheth- 
er any  of  those  questions  covered  allega- 
tions of  market  manipulation. 
goodwill  man.  Government  investiga- 
tors show  a  lot  more  curiosity  on  that 
subject.  Indeed,  Solly's  fate  hinges 
largely  on  the  outcome  of  an  array  of 
federal  investigations,  including  inqui- 
ries by  the  Securities  &  Exchange  Com- 
mission and  the  Justice  Dept.'s  Antitrust 
Div.  The  SEC  and  FBI  are  probing  large 
purchases  of  Treasury  notes  by  private 
investment  partnerships,  also  known  as 
hedge  funds,  through  unauthorized  bids 
submitted  by  Salomon.  The  SEC  inquiry 
was  widened  in  recent  days  with  a  letter 
to  all  40  primary  government-bond  deal- 
ers seeking  detailed  information  about 
their  transactions  in  government  securi- 
ties. Justice  is  looking  into  possible  bid- 
rigging  involving  other  major  firms,  and 
an  agency  official  describes  its  investiga- 
tion as  a  "wide-ranging"  probe  into  pos- 
sible civil  and  criminal  violations.  "It  is  a 
very  high  priority,"  says  this  official,  "to 


which  substantial  resources  are  being 
devoted." 

So  for  Solly,  the  legal  woes  are  only 
beginning.  Buffett's  selection  has  clearly 
mollified  regulators,  but  in  just  the  first 
few  hours  of  his  tenure  as  CEO,  he  had 
to  dip  into  his  reservoir  of  goodwill  with 
the  feds.  Shortly  before  the  board  of 
directors  met  on  Aug.  18,  the  Treasury 
announced  that  Solly  was  suspended 
from  all  future  auctions  until  the  firm 
had  taken  steps  to  clean  house.  In  fact, 
the  board  was  about  to  replace  Gut- 
freund  with  Buffett  and  accept  the 
resignation  of  Salomon  President  Thom- 
as W.  Strauss,  who  was  replaced  by 


GUTFREUND  AND  STRAUSS:  A  LEGACY  FACING 
SCRUTINY  BY  THE  FBI,  SEC,  AND  JUSTICE  DEPT. 
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AT  SALOMON,  THE  KING  IS  DEAD— BUT  FEW  ARE  CRYING 


■  f  pressure  from  Federal  Reserve 
H  Bank  officials  hadn't  persuaded  John 
H  H.  Gutfreund  to  submit  his  resigna- 
tion as  chief  executive  officer  of  Salo- 
mon Brothers  Inc.,  it's  likely  that  Gut- 
freund would  have  been  deposed  from 
within.  No  one  was  angrier  at  Gut- 
freund's  belated  disclosure  of  serious 
improprieties  in  Salomon's  government- 
bond-trading  operation  than  were  the 
firm's  other  senior  executives,  almost  all 
of  whom  apparently  were  kept  in  the 
dark.  Says  one  Salomon  manager:  "The 
reaction  here  was,  'You  bastard.  Why 
should  we  walk  the  plank  for  you?'  " 


Gutfreund  resigned  but  offered  neither 
explanation  nor  apology.  "Apologies  are 
bull . . . ,"  he  declared  at  his  final  meet- 
ing of  the  executive  committee,  adding: 
"This  is  just  a  lifestyle  change." 

And  so  Gutfreund's  38-year  career 
came  to  an  ignominious  and  puzzling 
end.  The  ungraciousness  of  his  exit 
came  as  no  surprise.  After  all,  this  is  a 
man  who  10  years  ago  fired  his  child- 
hood friend,  Robert  A.  Bernhard,  with  a 
curt:  "We're  going  to  have  to  let  some 
people  go,  and  you're  one."  But  even 
Bernhard  is  mystified  by  Gutfreund's 
failure  to  alert  the  authorities  when  he 


GUTFREUND  DECEIVED  THE  FEDS  AND  HIS  COLLEAGUES  IN  AN  APPARENT  ATTEMPT  TO  SAVE  HIS  OWN  NECK 


The  full  extent  of  the  wrongdoing  by 
Salomon  and  Gutfreund's  personal  cul- 
pability in  the  affair  won't  be  estab- 
lished until  various  investigations  now 
under  way  are  completed.  It's  clear  al- 
ready, though,  that  Gutfreund  not  only 
failed  to  inform  federal  authorities  of 
the  violations  but  deceived  his  col- 
leagues in  an  apparent  attempt  to  save 
his  own  neck. 

lame  explanation.  In  first  disclosing 
bond-bidding  irregularities  on  Aug.  9, 
Salomon  issued  a  statement  that  omitted 
any  mention  of  Gutfreund.  Internally, 
Gutfreund  assured  colleagues  that  he 
had  just  learned  of  the  problem  and  that 
he  was  as  shocked  as  they  were.  On 
Aug.  14,  though,  Salomon  issued  a  sec- 
ond statement  disclosing  that  Gutfreund 
and  two  other  top  officers  first  learned 
in  April  of  at  least  one  unauthorized  bid. 


first  was  informed  of  the  violations,  if 
only  to  protect  himself — as,  indeed,  he 
later  attempted  to  do  by  stonewalling, 
however  briefly.  "Among  his  former 
friends  and  colleagues,  the  one  thing  no 
one  understands  is:  Why  didn't  he  pick 
up  the  phone  in  April  and  talk  to  the 
Treasury  Dept.?"  Bernhard  says. 

Did  Gutfreund  know  about  the  rule- 
breaking  all  along?  No,  says  Salomon. 
In  its  Aug.  14  statement,  Salomon  de- 
nied that  either  Gutfreund  or  President 
Thomas  W.  Strauss,  who  also  resigned, 
had  any  prior  knowledge  of  unautho- 
rized trades.  The  statement  attributes 
Gutfreund's  and  Strauss's  failure  to 
blow  the  whistle  to  "insufficient  atten- 
tion to  the  matter" — a  lame  explanation 
at  best.  Gutfreund  could  not  be  reached 
for  comment. 

Assuming  that  Salomon  survives  the 


scandal,  as  seems  likely,  Gutfreur 
place  in  history  will  be  primarily  defi 
by  his  accomplishments,  which  place  1 
among  the  half-dozen  most  import 
Wall  Street  figures  of  recent  decac 
Gutfreund  oversaw  the  reinvention 
the  New  York  bond  house  as  a  gk 
girdling  giant  whose  prowess  in  hi 
tech  securities  trading  set  the  stand 
for  other  investment  banks. 
erratic  earnings.  But  Gutfret 
failed  to  bring  to  Salomon  the  bala 
and  cohesion  of  such  rivals  as  Mor^j 
Stanley  &  Co.  or  Goldman,  Sachs  &  (i 
which  have  remained  highly  profita 
through  the  market  gyratit 
of  recent  years.  By  contrast, 
hallmarks  of  Gutfreund's  rec  i 
leadership  have  been  em 
earnings,  sudden  reversals 
strategic  direction,  mounting 
ternal  strife,  periodic  purg 
and  now,  full-fledged  notorie 
To  his  credit,  Gutfreund  n 
er  sugar-coated  trouble.  He  v 
always  a  trenchant  critic  of 
securities  industry,  his  firm, 
even  himself,  often  all  at  on 
"Our  problem  is  symptomatic 
Wall  Street's  problem,"  he  (i 
clared  with  characteristic  blu 
ness  in  early  1987.  "The  bi 
ness  has  grown  faster  than  ( 
ability  to  manage  it." 

Although  Gutfreund  long  1 
styled  himself  as  a  hard-nos 
ultrarational  human  trading  r 
chine,  in  truth  he  was  one  of  i 
most  mercurial  of  Wall  Str 
chieftains.  Over  the  course 
his  13-year  reign,  Gutfreu 
was  transformed  from  a  rather  sob 
sided  man  of  refined,  abstemious  hab 
to  one  of  Manhattan's  most  promin< 
and  biggest-spending  socialites.  G 
freund  and  his  second  wife  (they  w<£ 
married  in  1981)  were  never  among  t 
very  wealthiest  of  Manhattan's  inhal 
ants — they  just  lived  that  way. 

Although  he  has  toned  it  down  a  bit 
the  1990s,  Gutfreund  hasn't  been  able 
shake  the  suspicion  among  his 
leagues  that  his  huge  domestic  ca: 
flow  requirements  caused  him  to 
creasingly  put  his  own  interests  ahe 
of  those  of  the  firm  at  which  he  sp< 
his  entire  career.  Certainly,  he  lea\ 
behind  more  enemies  than  friends.  Sa! 
one  ex-colleague:  "The  striking  thing! 
the  gloating  going  on  now  that  John  H 
finally  got  his." 

By  Anthony  Bianco  in  New  Yc] 
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transgressions 
and  described 


k  C.  Maughan,  a 

i  who  was  co-head 

alomon's  invest- 
banking  depart- 
After  a  call  from 

;tt  to  Treasury 

tary  Nicholas  F. 

y,  during  which 

tt  pointed  out  the 
Solly  had  taken, 

Treasury  relented 
iithe  firm  was  al- 

I  to  continue  to 
bids — albeit  only 
s  own  account. 
?  impact  of  the 
sury  restriction 
minimized  by  Buf- 
ind  Maughan  at  a 
>quent  press  con- 
ce.  The  two  men 

played  down  the 
litted  by  the  firm 

as  "inexplicable"  and  "dumb." 
ezed  shorts?  Traders  and  Salo- 

customers,  however,  have  main- 
d  that  Salomon,  by  dominating  auc- 
,  was  able  to  ratchet  up  the  prices 
reasury  securities.  Another  means 
hich  the  firm  allegedly  manipulated 
narket  was  detailed  by  sources  fa- 
r  with  the  auction  process.  They 
itain  that  Salomon  profitably 
eezed"  short-sellers  by  using  a  fi- 
ing  mechanism  known  as  reverse 
rchase  agreements,  or  repos  (table), 
reverse  repo,  a  firm  that  owns  secu- 
5  loans  them  out  for  a  specified  time 
borrows  cash  in  return.  If  the  secu- 
is  in  scarce  supply,  the  owner  can 
away  with  paying  less  interest.  But 
le  security  is  widely  available,  the 
er  must  pay  close  to  the  going  short- 
i  interest  rate. 

"dinarily,  traders  say,  Treasury  secu- 
3  should  be  plentiful.  But  instead, 
iin  issues  became  scarce — allegedly 
use  of  Salomon's  effort  to  corner 
market  in  Treasuries.  As  a  result, 
mon  is  said  to  have  insisted  on  pay- 
in  unduly  low  interest  rate — as  little 
% — for  the  cash  it  borrowed  in  ex- 
ige  for  lending  the  securities.  The 

was  able  to  invest  that  cash  at 
e  than  5%,  profiting  handsomely, 
y  of  the  short-sellers  supposedly  vie- 
wed in  this  manner  were  small  bond 
ers,  who  would  go  short  to  hedge 
|  inventory.  "The  larger  firms  have 
en  away  with  it,"  beefs  one  Salomon 
omer.  "If  a  Justice  Dept.  antitrust 
rer  saw  this,  his  jaw  would  drop  to 

ground."  A  Salomon  spokesman, 
id  for  comment,  would  only  say  that 
i  government  is  investigating  the 
'  two-year  auction." 
)me  dealers  contend  that  Salomon's 
ses  of  reverse  repos  went  one  step 
her.  They  hold  that  Solly  was  able  to 
)  securities  out  of  the  reverse  repo 


HOW  USING  REVERSE  REPOS 
CAN  SQUEEZE  SHORT-SELLERS 


Demand  is  brisk  for  a  recently  issued  Treasury  bond.  A  bond  dealer, 
whose  inventory  has  been  depleted,  sells  bonds  that  it  has  borrowed.  It 
hopes  to  replace  them  at  the  auction  at  a  cheaper  price 
n    But  the  auction  has  been  'cornered,'  with  most  of  the  bonds  controlled 
^    by  a  large  brokerage  firm.  To  cover  the  short  position,  the  dealer  must 
approach  the  firm  that  engineered  the  corner 
o    The  big  firm  says  to  the  dealer,  'Loan  me  cash  in  return  for  the  bonds, 
^    which  you  must  sell  back  to  me  later.'  This  is  known  as  a  'reverse  repur- 
chase agreement' 

.    The  firm  has  a  lock  on  the  supply  of  bonds,  so  it  can  dictate  the  terms  of 
^   the  loan:  'The  interest  rate  that  you  will  charge  me  on  the  loan,'  the  firm 
may  say,  'is  1%  a  year.  Take  it  or  leave  it.'  The  bond  dealer  has  no  choice 
c    The  big  firm  profits  by  investing  the  loan,  for  which  it  is  paying  just  1%, 
^    at  an  interest  rate  of  at  least  5  Vi  % 

DATA:  BW 


market — thereby  keeping  supplies 
scarce  and  its  interest  payments  low  by 
squirreling  them  away  in  customer  "cus- 
tody accounts."  Those  accounts,  popular 
with  institutional  investors,  use  govern- 
ment securities  as  collateral  for  custom- 
er holdings — with  the  choice  of  collater- 
al, mainly  government  securities,  left  to 


DID  SALOMON'S 
SCHEMING  RAISE 
INTEREST  RATES? 


T: 


|he  U.  S.  government-securities 
market  affects  every  corner  of 
the  economy,  since  Treasury  se- 
curities are  the  benchmark  for  setting 
borrowing  costs  on  all  kinds  of  debt, 
from  consumer  loans  to  mortgages  to 
corporate  bonds.  This  raises  the  crucial 
question:  Did  Salomon  Brothers  Inc.'s 
shenanigans  in  the 
Treasury  market  cost 
the  economy  a  bundle? 
Are  borrowers  paying  a 
higher  interest  rate  be- 
cause of  Salomon? 

Thus  far,  the  answer 
is:  probably  not.  But 
economists  agree  that 
left  unchecked,  Salo- 
mon's rule-breaking  ac- 
tivities would  eventual- 
ly have  damaged  the  government- 
securities  market,  raising  everybody's 
borrowing  costs. 

stay-aways.  Indeed,  it  seems  that 
taxpayers  actually  benefited  from  the 
auctions  at  which  Salomon  admits  it 
bought  more  than  the  35%  limit.  To 
grab  that  big  a  chunk  of  bonds,  Salo- 
mon had  to  submit  a  slightly  higher 
price  than  other  dealers.  And  a  higher 
bond  price  means  a  lower  interest  rate, 
saving  the  Treasury  and  taxpayers  mil- 


the  discretion  of  the 
brokerage.  Dealers  be- 
lieve the  custody  ac- 
counts were  essential  to 
the  operation  of  the 
squeezes,  since  they  al- 
low the  dealer  to  take 
part  of  a  specific  issue 
off  the  market. 

Treasury  officials  are 
believed  to  be  pursuing 
these  alleged  abuses. 
According  to  a  Chicago 
money  manager  and  ex- 
Salomon  customer,  Rob- 
ert Hickey  of  Hickey 
Financial  Services, 
Treasury  officials  were 
given  a  detailed  account 
of  such  practices  in  the 
repo  market  and  custo- 
dy accounts  in  early  June. 

By  one  scenario  being  circulated  on 
the  Street,  the  beneficiaries  included  not 
only  Salomon  but  also  large  customers 
who  may  have  joined  Salomon  in  squeez- 
ing the  shorts.  The  federal  agencies  are 
said  to  be  investigating  the  purchase  of 
large  quantities  of  Treasury  notes  by 


Fewer  Treasury 

bidders  bring 
falling  prices  and 
higher  rates 


lions.  Of  course,  Salomon  pocketed  mil- 
lions, too,  as  it  charged  other  dealers 
above-market  prices  to  buy  the  bonds 
they  needed  to  cover  short  positions. 

Yet  the  consequences  would  have 
changed  dramatically  over  time  if  in- 
vestors had  come  to  believe  that  Salo- 
mon, or  any  dealer  for  that  matter, 
could  consistently  corner  Treasury  auc- 
tions on  its  own  or  in  collusion  with 
others.  "The  perception  that  there  is  an 
unfair  market  will  lead  buyers  and  bid- 
ders to  stay  away,  which  in  the  long 
run  would  lessen  competition,"  says 
Lawrence  H.  White  of  New  York  Uni- 
versity. There  would  be 
fewer  bidders  at  Trea- 
sury auctions,  causing 
the  prices  of  govern- 
ment securities  to  drop. 
Interest  rates  would 
rise,  and  borrowing 
costs  throughout  the 
economy  would  soon 
follow  suit. 

Salomon  Brothers 
may  not  have  intention- 
ally set  out  to  act  like  a  monopolist, 
but  the  effect  over  time  would  be  the 
same.  As  Nobel  laureate  Paul  A.  Sam- 
uelson  puts  it:  "One  wants  to  jealously 
guard  the  openness  of  the  markets  so 
that  no  one  has  undue  influence  on 
prices."  For  that  reason  alone,  punish- 
ing Salomon  or  any  other  Wall  Street 
miscreant  that  violated  the  Treasury's 
auction  rules  makes  good  economic 
sense. 

By  Christopher  Farrell  in  New  York 
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Commentary /by  Mike  McNamee 

HOW  TO  KEEP  SOLLY'S  FOLLY 
FROM  HAPPENING  AGAIN 


The  very  size  of  the  market  for 
U.  S.  Treasury  securities  makes 
the  notion  of  a  squeeze  seem  sil- 
ly. After  all,  who  could  amass  the  capi- 
tal to  corner  any  part  of  the  world's 
biggest,  deepest,  and  most  liquid  mar- 
ket? Plus,  thousands  of  traders  moni- 
tor Treasuries  around  the  clock,  pre- 
pared to  pounce  whenever  rates  move 
one-hundredth  of  a  percentage  point. 

The  revelation  that  Salomon  Broth- 
ers Inc.  muscled  the  Treasury  mar- 
ket— controlling  up  to  57%  of  one  is- 
sue— kills  this  smug  assurance.  The 
system  clearly  needs  an  overhaul,  but 
there's  a  right  way  and  a  wrong  way. 

Upsetting  as  Solly's 
Folly  is,  the  biggest 
damage  to  the  $2.3  tril- 
lion Treasuries  market 
might  come  from  a 
congressional  backlash. 
Congress  is  inclined  to 
respond  to  abuses  in 
any  market  by  shout- 
ing: "Crack  down!" 
Stiffened  regulation 
mandated  by  Capitol 
Hill,  however,  may 
drive  investors  away, 
making  it  more  diffi- 
cult to  finance  the  na- 
tional debt  and  adding 
billions  to  the  govern- 
ment's interest  costs. 

Treasury  Secretary 
Nicholas  F.  Brady  and 
New  York  Fed  Presi- 
dent E.  Gerald  Corrigan  hope  the  pun- 
ishment they've  meted  out  to  Salo- 
mon— barring  it  from  bidding  on 
customers'  behalf — will  keep  traders  in 
line.  Still,  that's  not  enough.  The  regu- 
lators can  fix  the  system  with  powers 
they  already  have.  Here's  how: 
■  strengthen  the  cops.  Three  agencies 
split  the  chore  of  policing  the  market. 
Treasury  sets  the  rules,  such  as  the 
35%  limit  on  any  one  bidder's  share  of 
an  auction,  but  lacks  investigative  pow- 
ers. The  New  York  Fed  gets  reports  on 
primary  dealers'  bond  and  note  hold- 
ings, although  the  data  are  too  skimpy 
for  adequate  enforcement.  The  Securi- 
ties &  Exchange  Commission  is  called 
in  only  after  violations  are  detected. 
Result:  The  government  hadn't  noticed 
anything  wrong  in  three  of  the  five 


NEW  YORK  FED  CHIEF  CORRIGAN 
A  STIFF  PENALTY  FOR  SALOMON 


auctions  in  which  Salomon  admitted  to 
violating  rules. 

Some  say  the  solution  is  to  lower  the 
35$  cap.  But  squeezers  could  get 
around  any  ceiling  if  the  monitoring  is 
only  a  joke.  And  the  panacea  is  not  to 
create  a  single  regulator,  which  would 
take  years  of  political  wrangling  to  ac- 
complish. Instead,  a  simple  and  effec- 
tive step  for  Corrigan  would  be  to  beef 
up  the  New  York  Fed's  weak  dealer- 
surveillance  unit  into  a  sharper-eyed 
monitor  of  bidding  and  trading.  The 
SEC  would  be  happy  to  show  him  how 
to  get  better,  more  timely  information 
from  market  players. 

■  Open  the  market. 

Treasury's  auctions 
are  still  paper-and-pen- 
cil  affairs.  Primary 
dealers  use  runners  to 
deliver  handwritten 
bids  to  the  New  York 
Fed.  In  theory,  anyone 
can  offer  a  competitive 
bid.  In  practice,  only 
the  40  primary  dealers 
have  the  information  to 
bid  successfully  for 
themselves  and  their 
customers. 

Treasury  is  consider- 
ing requiring  large 
customers  to  submit 
bids  directly  rather 
than  buying  through 
dealers.  A  better  idea: 
set  up  a  computerized 
market  open  to  direct  bids  by  hundreds 
of  institutions. 

■  Swamp  the  squeezers.  Treasury  has 
the  power  to  break  a  squeeze  by  hit- 
ting the  market  with  a  special  issue  of 
notes.  It  hasn't  done  so  because  that 
would  disrupt  its  announced  borrowing 
schedule.  Treasury  should  realize  that 
a  squeeze  does  more  damage  than  does 
a  minor  calendar  change. 

If  handled  badly,  the  Salomon  scan- 
dal could  bring  a  replay  of  the  banking 
credit  crunch.  "Lax  regulation  that 
suddenly  turns  tough  at  exactly  the 
wrong  time  could  choke  this  market," 
frets  an  official  at  one  primary  dealer. 
The  Treasury  and  the  Fed  have  the 
power  to  prevent  that  by  shaping  rules 
that  guarantee  a  robust  yet  fair  mar- 
ket. They  shouldn't  wait  any  longer. 


large  private  hedge  funds,  inclu 
ones  controlled  by  renowned  inves 
George  Soros,  Michael  Steinhardt, 
Julian  Robertson.  Soros  and  Steinh 
could  not  be  reached  for  commen 
source  close  to  the  investigation 
that  Robertson's  money-managen 
firm,  Tiger  Management,  was 
proached  by  investigators  from  the 
and  FBI  a  month  ago,  regarding 
firm's  $1.5  billion  bid  in  the  auctioi 
May  two-year  notes.  A  spokesman 
the  firm  would  only  say  that  Tiger 
made  a  $1.5  billion  bid  via  Salomon 
ceived  the  $1.5  billion  in  notes,  and 
plied  with  all  applicable  laws  and  ri 
murky  details.  However,  investiga 
could  be  barking  up  the  wrong  tree, 
cording  to  a  source  close  to  the  inv 
gation,  Tiger  did  not  loan  out  to  si 
sellers  any  of  its  $1.5  billion  in  two 
notes — but  did  quite  the  opposite, 
source  says  the  firm  instead  engage 
a  perfectly  legitimate  trade  in  whu 
profited  from  the  difference  between 
interest  rate  of  the  notes  and  the  fed 
funds  rate.  That  is  known  as  a  re 
chase  agreement,  which  is  the  opp( 
of  the  reverse  repos  allegedly  usee 
Salomon  to  squeeze  shorts.  By  d 
this,  Tiger  and  possibly  other  ht 
funds  were  able  to  turn  a  quick,  le 
mate  profit — in  Tiger's  case,  about 
million. 

These  are  the  kinds  of  murky  de 
regulators  will  be  sorting  through.  I 
the  regulators  themselves  are  not  all 
the  criticism  of  some  Wall  Streeters.p 
cording  to  a  source  at  one  broker, 
the  Treasury  seemed  uncertain  of  \| 
was  going  on  in  the  market  as  lata 
the  latter  part  of  July — two  montha 
ter  it  began  receiving  complaints  al| 
the  May  auction  of  two-year  notes 
that  time,  a  meeting  of  the  Public 
rities  Assn.  was  called  at  the  behe 
the  Treasury,  to  see  if  any  corre- 
action  could  be  taken  in  response  toj 
May  squeeze  before  the  Treasury! 
funding  scheduled  for  the  first  wee 
August.  "Everyone  knew  the  [May  s 
squeeze]  was  a  problem,"  says  ond 
tendee.  "With  a  big  refunding  con] 
up,  dealers  weren't  sure  they  want 
participate.  There  was  lots  of  con 
Why  were  we  having  a  group  gropj 
July  if  regulators  were  on  top  of 
situation?" 

That's  the  kind  of  issue  that 
eventually  come  to  the  fore.  But 
Salomon  will  have  to  find  a  way  of: 
hot  seat.  And  as  the  lawsuits  mount 
customers  leave,  and  the  regulators 
up  the  gas,  Solly  is  likely  to  be  roas 
for  a  long  time  to  come. 

By  Gary  Weiss  and  Leak  Nathans  S 
in  New  York,  with  Dean  Foust 
Washington,  and  bureau  reports 
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ENEG  MARCIAL 


IE  ONLY  GAME 
ORTH  PLAYING— 
IYOUT  BAIT' 


lvestment  adviser  Charles  LaLog- 
gia isn't  one  of  those  bears  who 
Uways  focuses  on  the  stock  mar- 
3  dark  side,  no  matter  what.  But  in 
nt  months,  LaLoggia  has  been  a 
bear,  arguing  that  "we  are  amidst 
ildly  overvalued  market."  Even  so, 
has  been  bullish  about  certain 
ks — takeover  stocks.  "That's  the 
r  game  worth  playing — the  authen- 
ouyout  bait,"  says  LaLoggia. 
[  look  for  companies  where  there  is 
sion  or  some  kind  of  conflict  be- 
en stakeholders  and  management 
:  usually  lead  to  a  change  of  owner- 
)  or  a  deal,"  says  LaLoggia,  who 
s  and  publishes  the  newsletter  Spe- 
'  Situation  Report  and  Stock  Mar- 
Forecast  from  Rochester,  N.Y. 
o  far,  LaLoggia  has  been  on  target 
picking  takeover  targets.  Some  of 
recent  winners:  Vermont  American, 
ich  he  caught  at  19  3/8  before  it 
5  taken  over  at  40;  Kay  Jewelers, 
covered  at  8  and  acquired  at  12;  Cer- 
iTeed,  recommended  at  26  1/8  and 
ight  out  at  41;  Ramada,  discovered 
3  and  acquired  at  10;  and  Champion 
)ducts,  found  at  33  and  acquired  at 

>o,  what  are  LaLoggia's  current 
ks?  He's  sure  that  Goody  Products, 
ncaster  Colony,  Loctite,  and  WMS  In- 
stries  are  buyout  bait, 
joody,  a  maker  of  hair  brushes, 
nbs,  and  sunglasses,  is  being  eye- 
led  by  Newell,  which  has  taken  a 
yo  stake.  LaLoggia  believes  Newell,  a 
;  cosmetics  and  household  products 
npany,  will  make  a  bid  for  Goody, 
y  deal  has  to  be  friendly  because 
;  Goody  familiy  owns  54%.  Acquisi- 
n-minded  Newell  so  far  has  acquired 
companies.  Goody  declined  comment 
Newell's  stake. 

gical  fit?  Lancaster  Colony,  which 
•ns  out  automotive  products  and  spe- 
lty  foods,  is  also  deemed  a  target  of 
well,  which  has  acquired  a  4.6% 
ike.  Newell  has  applied  for  regula- 
y  permission  to  raise  that  to  15%. 
ncaster  President  John  B.  Gerlach, 
10  owns  some  23%  of  the  stock,  has 
m  buying  more  shares,  and  the  com- 
ny  authorized  a  share-buyback. 
Loctite,  which  is  26.6%  owned  by 
rmany's  Henkel,  is  getting  pressure 
>m  former  Loctite  Chairman  Robert 


LALOGGIA'S 
TAKEOVER  PICKS 


Stock                     Recent  price 

Takeover  value 

GOODY  PRODUCTS 

Hair-care  products 

$16 

$20-25 

LANCASTER  COLONY 

Specialty  foods, 
auto  products 

25 

30-35 

LOCTITE 

Adhesives, 
specialty  chemicals 

37 

45-50 

WMS  INDUSTRIES  ]4 

Coin-operated  games 

20-25 

DATA:  SPECIAL  SITUATION  REPORT  BW 


Krieble,  who  controls  9.8%-  of  the 
stock.  His  group  has  retained  First 
Boston  to  seek  a  buyer  for  the  compa- 
ny. The  company  says  it  isn't  for  sale. 

WMS,  a  maker  of  coin-operated  games 
and  owner  of  several  hotels  and  casi- 
nos, is  30%-owned  by  Sumner  Red- 
stone, chairman  of  both  Viacom,  the 
media-TV  company,  and  National 
Amusements,  an  operator  of  movie 
theaters.  The  logical  fit  between  WMS 
and  National  Amusements,  says  La- 
Loggia, means  WMS  is  an  easy  takeover 
target  for  Redstone. 


IS  SYNERGEN 
THE  NEXT  AMGEN? 


When  the  attempted  Gorba- 
chev ouster  hammered  down 
the  Dow  by  100  points  on 
the  morning  of  Aug.  19,  investment 
manager  Warren  Greene  snapped  up 
shares  of  Synergen  as  they  tumbled 
nearly  2  points,  to  39Va  a  share.  No, 
Synergen  isn't  in  the  defense  business; 
it's  a  biotech  stock  that  Greene  had 
been  buying  for  weeks  at  higher 
prices,  so  when  it  slumped,  he  jumped 
at  the  chance  of  buying  more.  By  Aug. 
21,  Synergen  had  rebounded  to  44. 

Greene,  president  of  American  In- 
vestors Growth  Fund,  is  convinced 
Synergen  will  be  a  blockbuster  drug 
company.  "It's  the  next  Amgen,"  he 
insists,  noting  that  Synergen  has  been 
showing  a  pattern  of  growing  investor 
interest  similar  to  that  of  Amgen's.  He 
notes  that  he  bought  Amgen  in  Janu- 
ary at  40;  it's  now  140. 

"Synergen  is  developing  what  could 
be  the  best  batch  of  important  biophar- 
maceuticals  that  will  hit  the  market  in 
1993  through  1996,"  says  Greene.  One 
of  them,  the  "Interleukin-1  receptor  an- 
tagonist," trademarked  Antril,  is  cur- 
rently in  clinical  trials  as  a  treatment 


for  rheumatoid  arthritis  and  toxic  and 
septic  shock.  He  says  the  market  for 
the  drug  is  about  $1.5  billion  a  year. 

Warren  Lammert,  a  senior  analyst  at 
Janus  Capital,  which  has  accumulated 
more  than  5%'  of  the  stock,  expects  the 
stock  will  double  in  a  year.  Another 
bull  is  Mark  Simon  of  Robertson,  Ste- 
phens in  San  Francisco.  He  notes  that 
although  Synergen  has  surged  75%' 
since  late  January,  it's  still  viewed  as  a 
second-tier  biotech  company.  But  Si- 
mon expects  that  in  the  next  6  to  12 
months,  its  technology  and  products 
will  propel  Synergy  into  the  first  tier, 
where  market  valuations  are  $650  mil- 
lion to  $800  million,  vs.  Synergen's  cur- 
rent value  of  $460  million. 


THE  SHORTS  LIKE 
THIS  BEACHWEAR 


F: 


lor  a  small  company  that's  hardly 
I  known  on  the  Street,  Quiksilver,  a 
maker  of  beachwear  and  casual 
clothes,  has  been  getting  lots  of  atten- 
tion— from  the  shorts.  Of  its  6.1  million 
shares  outstanding,  some  20%  are  in 
the  hands  of  corporate  insiders,  leaving 
a  float  of  about  5  million  shares. 
What's  intriguing  is  that  some  700,000 
shares,  or  15%  of  the  float,  have  been 
sold  short — by  some  pros  who  are  bet- 
ting the  stock  will  soon  slump. 

The  shorts  note  that  John  C. 
Warner,  who  has  given  up  the  job  of 
chairman  and  CEO  to  join  the  compa- 
ny's newly  acquired  Na  Pali  unit  in 
France,  sold  67,000  shares  of  his 
100,000  shares.  So  they  suspect  that 
problems  lie  ahead  and  that  the  stock 
will  fall  below  10  from  its  current  12. 

Yet  the  stock  has  strong  supporters. 
These  bulls  believe  that  Warner  will 
help  boost  sales  in  France.  His  sale  of 
stock  was  prompted  by  his  need,  says  a 
Quiksilver  executive,  to  raise  cash  for 
his  move  to  France.  Moreover,  notes 
one  New  York  money  manager,  the 
company  will  report  surprisingly  good 
numbers  for  the  July  quarter.  And  he 
thinks  the  1992  earnings  will  benefit 
from  a  new  market:  department  stores. 
Part  of  this  pro's  confidence  stems 
from  the  recent  hiring  of  Shaheen  Sa- 
deghi  as  President.  He  headed  design 
and  merchandising  at  rival  Gotcha, 
which  sells  to  department  stores. 

This  money  manager  says  the  stock 
could  double  in  a  year  as  earnings  im- 
prove. He  figures  profits  will  rise  to 
$1.60  per  share  next  year  from  an  esti- 
mated $1.30  this  year.  "If  there's  a 
panic  to  cover  by  the  shorts,  that's  a 
welcome  bonus,"  says  this  investor. 
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ADMINISTRATION  I 


CHIPPEWA  SECRETARY  WHITEFEATHER:  THE  GOVERNMENT  MISHANDLED  TRIBAL  TRUST  FUNDS 


UNCLE  SAM  CAN'T  KEEP  TRACK 
OF  HIS  TRILLIONS 


The  costly  culprit:  'Financial  management  at  its  worst' 


The  Red  Lake  band  of  Chippewa  In- 
dians was  sitting  pretty  financial- 
ly— or  so  its  members  thought.  As 
much  as  $500,000  a  year  in  timber,  min- 
eral, and  fishing  royalties  from  their 
Minnesota  reservation  was  supposed  to 
be  pouring  into  a  trust  fund  managed  by 
the  federal  government.  But  a  1982  au- 
dit uncovered  decades  of  sloppy  book- 
keeping by  the  Bureau  of  Indian  Affairs 
that  left  the  tribe  more 
than  $800,000  short. 
Then,  two  years  ago, 
the  BIA  quietly  deducted 
$1.2  million  from  the  ac- 
count to  adjust  for  ac- 
counting mistakes.  Now 
the  tribe  is  suing  the 
bia.  "They  were  doing  a 
lot  of  things  with  our 
money  without  our 
knowing  about  it," 
fumes  Bobby  White- 
feather,  the  tribe's  sec- 
retary. "We  never  got 
an  explanation." 

The  bia  may  not  have 
one.  Like  scores  of  oth- 
er federal  agencies,  it 
often  doesn't  have  a 
clue  about  where  the 
money  comes  from  or 


where  it  goes.  Federal  auditors,  who  are 
increasingly  focusing  on  accounting 
practices  government-wide,  recently 
warned  Congress  that  mismanagement 
of  the  $2  billion  in  bia  trust  funds  may 
force  taxpayers  to  fork  over  untold  mil- 
lions to  cover  hundreds  of  tribal  claims. 
"Everything  that  could  go  wrong  with 
the  trust  fund  did,"  declares  James  Rich- 
ards, inspector  general  for  the  Interior 


WIDESPREAD  BOOKKEEPING  WOES 
ARE  COSTING  TAXPAYERS  PLENTY 

NO  INVENTORY  The  Pentagon's  warehouses  are  bulging  with  useless  spare 
CONTROLS  parts  for  weapons  and  other  hardware.  Its  secondary  parts 

stockpile  tripled  during  the  1980s  to  $29  billion 

The  Health  Care  Financing  Administration  has  paid  more 
than  $1  billion  a  year  to  hospitals  for  medicare  expenses 
that  private  insurers  should  have  paid 

The  Federal  Housing  Administration  racked  up  sky-high  de- 
fault rates  on  loans  for  single-family  housing:  Fiscal  1988 
losses — $4.2  billion — are  five  times  more  than  reported 

The  IRS's  inability  to  find  delinquent  taxpayers  leaves  it  un- 
able to  collect  $57  billion  in  overdue  taxes.  Government- 
wide,  over  25  %  of  $3 1 6  billion  in  receivables  are  delinquent 

The  Veterans  Administration's  failure  to  pay  suppliers  on 
time,  partly  because  of  processing  problems,  cost  it 
$790,000  in  interest  penalties  over  two  years 


NO  INTERNAL 
CONTROLS 

INABILITY  TO 
MONITOR  LOANS 

POOR 

COLLECTION 
LATE 

PAYMENTS 


Dept.,  the  bureau's  parent.  "This  i, 
nancial  management  at  its  worst." 

So  far,  the  bia's  troubles  don't  s< 
to  involve  the  kind  of  fraud  and  polit 
corruption  that  vaulted  the  Housing 
Urban  Development  Dept.  onto  the  fi 
pages  in  1989.  Instead,  the  bure; 
plight  stems  from  what  analysts  say 
more  pervasive  cause  of  Washingt< 
fiscal  woes:  Many  federal  agencies, 
ing  long  neglected  their  financial 
terns,  simply  can't  balance  their  bo< 
The  government's  careless  handling 
its  $2  trillion  in  annual  cash  flow  is  c 
ing  taxpayers  dearly,  "hud  was  not 
isolated  incident,"  says  Representa: 
John  Conyers  (D-Mich.),  chairman  of 
Government  Operations  Committee 
co-author  of  a  new  law  that  will  ins 
chief  financial  officers  at  major  ag 
cies.  "We  often  don't  know  how  m 
we  are  spending  or  losing." 
fiscal  follies.  It  wasn't  always 
this.  In  the  1950s,  many  federal  agen 
were  on  the  cutting  edge  of  account: 
management  systems.  But  years  of 
derinvestment,  followed  by  Reagan 
budget-slashing  that  gutted  back-of 
spending,  have  taken  their  toll:  M 
agencies  lack  up-to-date  systems 
measuring  revenues  and  expens 
tracking  inventories,  managing  c 
flow,  or  even  conducting  cost-benefit 
alyses  to  evaluate  programs.  The 
ords  of  the  Air  Force,  where  the  Gen 
Accounting  Office  counted  130  diffei 
accounting  systems,  are  in  such  disar 
that  when  auditors  tried  to  reconcile 
books  18  months  ago,  they  threw 
their  hands  and  quit. 

These  fiscal  follies  are  costing  billi 
(table),  perhaps  masking  the  true  siz< 
the  already  gargantuan  deficit.  Sr. 
outside  financial  experts  blame  the  I 
tagon's  persistent  cost  overruns,  as  \ 
as  the  ballooning  li 
ities  of  governm 
loan  agencies,  on 
lack  of  accurate 
counting.  And,  acci 
ing  to  the  GAO,  agen 
now  pay  roughly  < 
quarter  of  their  bills 
early  and  another  qi|fe| 
ter  too  late — costR 
taxpayers  roughly  M 
million  annually  in  In- 
terest and  millions  rr(te 
in  late  fees. 

A  look  at  the  £A 
shows  how  deep  R 
problems  run.  Congls- 
sional  auditors  receijy 
discovered  that  ma 
accounts  in  the  a.m 
cy's  trust  fund — wish 
collects  royalties  fife 


DATA:  GENERAL  ACCOUNTING  OFFICE 


ind,  and  mineral  rights  for  some 
30  individuals  and  tribes — haven't 
balanced  for  60  or  70  years.  The 
:y  has  two  computer  systems,  but 
irs  still  record  many  transactions 
ially  in  ledgers.  Although  the  BIA, 
jstee,  has  a  legal  obligation  to  max- 
income,  bia  officials  admit  that  the 
cy  hasn't  invested  the  oil  and  gas 
ties  to  earn  interest  in  six  years.  It 
be  liable  for  breaching  its  duty. 
iy  entries.  The  bia's  books  were  so 
;ic  that  payments  routinely  were 
ted  to  the  wrong  account.  Whenev- 
ie  fund's  general  ledger  didn't  bal- 
clerks  plugged  in  fictitious  entries 
it  did.  The  bia  "has  become  a  bank 
doesn't  know  how  much  money  it 
'  says  GAO  investigator  Jeffrey  C. 
ihoff.  "BIA  has  totally  lost  credibility 
the  trust-fund  account  holders." 
its  defense,  the  BIA  claims  that  its 
keeping  was  hindered  by  the  inabil- 
|  its  banker — the  Treasury  Dept. — 
11  it  which  checks  had  been  issued  or 
ed.  Treasury  admits  to  past  prob- 
but  says  it  instituted  changes  in 
that  now  allow  it  to  track  checks, 
the  BIA  says  preliminary  audits  of 
er  accounts  indicate  that  actual  trib- 
isses  may  be  relatively  small.  Eddie 
5rown,  Assistant  Interior  Secretary 
Indian  Affairs,  says  one  $17  million 
repancy  was  reduced  to  $1,200. 
hile  the  arrows  fly  in  the  BIA  dis- 
some  reform  is  on  the  way.  Law- 
:ers,  led  by  Conyers,  last  year  autho- 
i  the  hiring  of  CFOs  for  the  23 
est  federal  agencies.  To  oversee  this 
army  of  green  eyeshades,  the  White 
ise  on  Aug.  2  nominated  Virginia 
.e  Comptroller  Edward  J.  Mazur  as 
government's   first  controller, 
ong  the  tasks  ahead:  developing  and 
iting  financial  statements  for  each 
ncy — something  Washington  has 
\  required  of  publicly  traded  compa- 
but  never  of  itself.  "We're  going  to 
problems  sooner  than  we  have  in 
past,"  promises  the  GAO's  Steinhoff. 
erhaps.  But  not  without  some  politi- 
flak  first.  Some  senior  Democrats, 
by  House  Appropriations  Committee 
irman  Jamie  L.  Whitten  (D-Miss.), 
e  been  campaigning  to  deny  the  $100 
ion  in  funding  needed  to  staff  the 
'  CFO  offices.  They  fear  that  the  Bush 
ninistration — particularly  crafty  Bud- 
Director  Richard  G.  Darman — will 
the  CFOs  to  discredit  and  kill  pro- 
ms the  White  House  opposes, 
.nd  even  when  Congress  and  the 
ite  House  do  iron  out  their  differ- 
es — as  is  likely — and  the  money  is 
ropriated,  it  will  be  years  before  all 
agencies  can  reconcile  their  books. 
I,  the  payoff  for  taxpayers  should  be 
h.  And  the  Chippewas  may  finally 
1  out  what  happened  to  their  money. 
By  Dean  Foust  in  Washington 
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BIOTECHNOLOGY 


IS  MONSANTO  'BURNING 
MONEY'  IN  ITS  BIOTECH  BARN? 


Its  growth  hormone  for  cows  may  turn  out  to  be  a  costly  failure 


onsanto  Co.  managers  call  it 
the  Holstein  Hilton.  The  bovine 
guests  at  the  900-acre  research 
farm  not  far  from  the  company's  St. 
Louis  headquarters  are  surely  pam- 
pered: They're  milked  in  an  air-condition- 
ed parlor  and  monitored  by  closed-circuit 
television.  But  it's  hardly  a  vacation. 
Twice  a  month,  up  to  half  the  400  cows 
are  injected  with  a  genetically  engi- 
neered growth  hormone.  Then,  the  com- 
pany's $150  million  biotech  center  calcu- 
lates how  much  their 
milk  production  has 
jumped.  It's  one  of 
the  most  controver- 
sial experiments  in 
biotechnology — and 
a  crucial  test  for 
Monsanto,  too. 

The  commodity- 
chemicals  producer, 
hoping  to  make  its 
business  less  cycli- 
cal, has  bet  big  on 
biotech.  Since  1981, 
it  has  invested  $1  bil- 
lion to  develop  such 
products  as  disease- 
resistant  plants  and 
superlean  pigs.  Ana- 
lysts say  25%  of  that 
was  spent  on  the 
cow  hormone,  called 
bovine  somatotropin, 
or  BST.  As  Monsan- 
to's  flagship  biotech 
product,  BST  has 
been  promoted  un- 
abashedly. A  1986 
company  newsletter 
gushed  that  it  was  a 
"dream  come  true"  for  dairy  farmers 
and  "virtually  ready  for  market." 
tainted  milk?  That  was  an  overstate- 
ment. Food  &  Drug  Administration  ap- 
proval of  BST  has  stalled  amid  allega- 
tions by  former  FDA  staffers,  scientists, 
and  members  of  Congress  that  Mon- 
santo and  the  FDA  covered  up  serious 
animal  health  concerns  to  speed  approv- 
al. In  coming  weeks,  the  Inspector  Gen- 
eral's Office  is  expected  to  release  its 
findings  on  these  charges,  which  the 
company  denies.  The  General  Account- 


ing Office,  the  investigative  arm  of 
Congress,  is  looking  into  similar  allega- 
tions. Meanwhile,  FDA  officials  are 
studying  new  data  from  Monsanto  to  see 
if  BST  increases  udder  infections,  or  mas- 
titis, and  reproductive  problems  in  cows. 
"It  is  the  animal  safety  and  efficacy 
data  that  have  delayed  our  decision," 
says  Richard  H.  Teske,  deputy  director 
of  the  FDA's  Center  for  Veterinary  Medi- 
cine. There  is  even  concern  that,  in  rare 
cases,  antibiotics  used  to  treat  these 


infections  could  affect  milk  supplies. 

On  top  of  all  this,  there's  the  market- 
ing challenge.  The  FDA  says  that  BST 
doesn't  affect  the  milk  or  meat  of  hor- 
mone-injected animals.  Just  the  same, 
surveys  show  consumers  reluctant  to 
buy  milk  that  comes  from  such  cows. 
And  with  a  milk  glut  now  driving  prices 
paid  to  farmers  down  to  a  12-year  low, 
Monsanto  may  have  trouble  persuading 
them  to  buy  its  product. 

Delay  alone  is  costing  the  company 
plenty.  It  is  spending  an  estimated  $58 


million  a  year  to  maintain  "a  sta 
readiness"  for  the  eventual  launt 
BST  and  a  related  product,  porcin  (j 
matotropin,  a  lean-pig  hormone, 
santo  has  laid  off  or  reassigned  a 
disclosed  number  of  BST  salespeopli 
scientists,  but  hundreds  remain  ot 
payroll.  The  $8.9  billion  company 
does  not  have  a  biotech  produc 
proved  for  commercial  use.  And 
Street  is  growing  impatient:  Monsat 
1990  earnings  dropped  20%,  and  the 
pany  lost  $52  million  in  the  second 
ter  of  1991  after  a  restructuring  ch 

Analysts,  such  as  Arthur  D 
Inc.'s  Gene  R.  Sacco,  now  wojd 
whether  Monsanto  fumbled  by  cho< 
milk,  a  product  consumers  expect 
wholesome  and  pure,  as  its  first 
into  biotech.  Others  fault  the  com 
for  not  backing  down  on  the  horr 
Robert  S.  Reitzes,  a  C.  J.  Lawrence 
analyst  and  former  Monsanto  emplMsr 
thinks  the  company's  stock  would  in 
$4  a  share,  or  .4 
from    the  cunei 
70 y2,  if  Mons#. 
pulled  the  pluJjl. 
BST.  "They're  1$ 
ing  money,"  he  ra ; 

Monsanto  nvs 
imagined  thatBS 
would  follow  sujh  | 
long   and  winin 
path.  In  1982,  t| 
Cornell  Univeii| 
researcher  Dab 
Bauman  repcttj 
that  cows  injetef 
with  Monsanto'i,  rf:1 
combinant  BST  in- 
duced   41%  ioi) 
milk,  the  comjiri| 
thought   it   ha  > 
blockbuster.  Tre 
years   later,  hi 
santo  Chief  E:eci| 
tive  Richard  J.Ms 
honey  estimtci 
BST's  potential  i; 
ket  at  $1  billiu 
year  and  prediej 
that    the  prouci 
would  be  avaiibit 
commercially  by  1988.  That  same  ;|art 
the  FDA  approved  the  sale  of  milkaiil 
meat  from  test  cows  injected  with  is  i 
The  company  figured  dairy  fare  ' 
would  accept  and  use  BST  just  as  |e| 
had  adopted  such  new  practices  as  afeif 
cial  insemination  and  computerized  eel 
management.  Monsanto  also  hoped  hai 
since  BST  is  naturally  produced  intl  < 
cow's  pituitary  gland,  making  more  f  li 
through  genetic  engineering  woulni 
spook  consumers  or  put  off  regulairs,| 
But  it  has.  "It  absolutely  blowslH 


how  it  snowballed,"  says  Colin  J. 
a  Monsanto  manager  who  was  a 
student  with  Bauman  at  the  time  of 
irst  studies.  A  biotech  opponent, 
ny  Rifkin's  Washington-based 
iation  on  Economic  Trends,  claims 
ve  persuaded  26  dairy  processors 
etailers,  including  Dean  Foods  and 

Jerry's  Homemade,  not  to  accept 
from  herds  injected  with  BST.  And 
/ay  won't  accept  milk  from  farmers 
fed  in  the  test  program.  Rifkin's 
)  also  prodded  the  FDA  to  force 
anto  and  the  three  other  potential 
nakers,  Eli  Lilly's  Elanco  unit,  Up- 
and  American  Cyanamid,  to  quit 
oting  BST  before  it  is  approved, 
ding  fuel  to  the  fire,  documents 
esting  that  the  hormone  caused  se- 

animal  health  problems  during 
;anto  trials  were  leaked  to  The 
weed,  a  dairy  publication.  And  Dr. 
ird  Burroughs,  an  FDA  veterinarian 
headed  the  BST  animal  review  from 
to  1988,  charged  that  the  review 
iss  had  been  subverted  (box).  Bur- 
ns' allegations,  those  of  an  early 
researcher,  David  S.  Kronfeld,  and 
Milkweed  documents  prompted  two 
ressional  committees  in  1990  to  ask 
GAO  and  the  Inspector  General  to 
into  charges  that  Monsanto  and  the 
suppressed  and  manipulated  test 

tese  allegations  are  "patently  false," 
ires  Walter  P.  Hobgood,  Monsanto's 
;tor  of  animal  nutrition  and  health, 
santo  has  since  submitted  many 
3  studies,  and  the  FDA's  Teske  says 
e  may  not  be  any  "fatal  problems" 

EST  that  couldn't  be  solved  with 
ning  statements  and  labeling.  How- 
•,  Monsanto  hasn't  made  public  most 
s  post-1988  studies — making  it  hard 
anyone  outside  the  FDA  to  determine 

serious  the  problems  might  be. 
>cy.'  Monsanto's  biggest  hurdle  may 
e  if  and  when  the  product  wins  ap- 
ral.  "The  sensible  question  is  wheth- 
;he  world  really  needs  this  stuff," 
>  David  Rush,  a  nutrition  researcher 
'ufts  University  in  Boston.  Does  the 
5  billion  dairy  industry  need  a  prod- 
that  is  likely  to  drive  down  prices 

that  involves  extra  costs?  The  in- 
se  in  milk  production — despite  the 
aordinary  1982  trials — varies  widely 

averages  about  12%.  Balanced 
inst  that  are  the  costs  of  the  hor- 
ie — 50<f  per  day  per  cow — and  extra 
1  adds  Terry  W.  Dye,  who  runs  Dye- 
t  Dairy,  a  1,600-cow  farm  near  Fort 
ins,  Colo.  And  there  are  other  ex- 
ses.  Dye  plans  to  use  BST  if  it  is 
roved.  But  he'll  use  computers  to 
iitor  milk  output  and  expects  extra 

visits  for  the  increased  infections, 
se  are  investments  that  many  small 
y  farmers  probably  can't  afford, 
here  is  also  the  question  of  consumer 


MONSANTO'S 
BET  ON  BIOTECH 


Expected  dote  Estimated 
to  market*  market 


BOVINE  SOMATOTROPIN  1992  $4( 

Makes  cows  give  more  milk 


PORCINE  SOMATOTROPIN  Mid-1990s  5( 
Produces  leaner  pigs 


INSECT-RESISTANT  COTTON       1996  2( 


INSECT-RESISTANT  POTATOES    1997  h 


VIRUS-RESISTANT  TOMATOES  1997 


INSECT-RESISTANT  CORN  2000 


'Earliest  expected  date  of  commercialization 
NA  =  not  available 

DATA:  COMPANY  REPORTS,  THE AGBIOTKH  STOCK ICTTR 


acceptance.  In  an  unprecedented  period 
of  concern  about  food  safety,  consumers 
have  indicated  that  they  might  reject 
milk  produced  by  cows  injected  with  BST. 
A  1990  survey  of  862  homes  conducted 
for  the  National  Dairy  Promotion  &  Re- 
search Board  found  that  40%  of  consum- 
ers queried  said  that  if  BST  is  approved, 
they'll  cut  back  on  purchases  of  milk  or 
stop  buying  it  altogether.  "Children 
drink  most  of  the  milk  in  the  country," 


says  Carole  Caplan  Brown,  the  mother 
of  a  2-year-old  in  Deerfield,  111.  "That's 
nowhere  to  experiment  with  a  hormone." 

Nonetheless,  Robert  S.  Shapiro,  who 
became  president  of  Monsanto  Agricul- 
tural Co.  last  year  after  heading  the 
company's  Nutrasweet  Co.  subsidiary,  is 
confident  of  BST's  ultimate  success. 
"We've  spent  an  enormous  amount  of 
time,  money,  and  effort  to  develop  this," 
he  says.  "To  abandon  it  at  this  moment 
would  be  idiocy."  Monsanto  has  already 
built  a  factory  in  Austria  to  produce  BST. 
The  company  also  has  won  approval  to 
sell  the  hormone  in  eight  countries,  in- 
cluding the  Soviet  Union  and  Mexico. 
Yet  analysts  currently  put  the  world- 
wide BST  market  at  $400  million — far 
lower  than  Monsanto's  original  esti- 
mates. And  Shapiro  concedes  that  BST 
has  not  met  its  goals.  "If  it  takes  more 
than  a  year  or  two  more  to  get  approved 
in  the  U.  S.,  we'll  really  have  to  rethink 
this  thing."  Until  then,  shareholders  are 
hoping  that  BST  won't  milk  Monsanto's 
biotech  business  dry. 

By  Julia  Flynn  Siler  in  St.  Charles 
County,  Mo.,  and  John  Carey  in 
Washington 


ALL  THINGS  RIGHT  AND  DUTIFUL: 
A  VET  WHO  BLEW  THE  WHISTLE 


|ichard  Burroughs  is  no  Ralph 
Nader.  A  veterinarian  for  10 
. years,  he  had  hoped  in  1979  to 
settle  into  the  quiet  life  of  a  bureau- 
crat upon  joining  the  Food  &  Drug  Ad- 
ministration's Center  for  Veterinary 
Medicine.  But  in  1989,  Burroughs 
touched  off  one  of 
the  most  heated  con- 
troversies ever  to 
sweep  the  CVM. 

Assigned  a  leading 
role  in  1983  in  assur- 
ing the  animal  safety 
of  the  cow  growth 
hormone  called  bo- 
vine somatotropin 
(BST),  Burroughs  was 
fired  six  years  lat- 
er— allegedly  for  in- 
competence. But  he 
believes  he  was 
sacked  for  publicly 
criticizing  the  way 
the  review  was  con- 
ducted. Burroughs,  50,  maintains  the 
FDA  worked  too  closely  with  industry 
during  the  process  and  that  Monsanto 
manipulated  test  data  submitted  to  the 
agency  in  an  effort  to  obscure  BST's 
negative  effects  on  the  health  of  cows. 
"The  project  was  ill-conceived,  the 
data  were  flawed,  and  the  regulatory 


agencies  dropped  the  ball,"  he  says. 

On  Aug.  2,  the  federal  Merit  Sys- 
tems Protection  Board  ordered  the  FDA 
to  reinstate  Burroughs,  ruling  that  the 
agency  had  not  followed  formal  rules 
in  firing  him.  In  the  meantime,  the  In- 
spector General's  Office  and  the  Gen- 
eral Accounting  Of- 
fice, at  the  request 
of  Congress,  have 
been  investigating 
many  of  Burroughs' 
allegations.  Their  fi- 
nal findings  have  not 
yet  been  released. 

Anti-BST  activists 
view  Burroughs'  re- 
instatement as  vindi- 
cation. "The  good 
guys  won,"  says 
John  Stauber,  a  Mad- 
ison (Wis.)  organizer 
for  the  Foundation 
on  Economic  Trends, 
a  group  opposed  to 
BST.  The  FDA  declines  to  comment  ex- 
cept to  say  that  it  will  comply  with  the 
order.  Walter  P.  Hobgood,  Monsanto 
Co.'s  director  of  animal  nutrition  and 
health,  calls  BST  "the  most  studied 
product  in  dairy  history."  He  adds: 
"We  have  nothing  to  hide." 

By  Julia  Fly  mi  Siler  in  Chicago 
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A  GLOVE  THAT  LETS  YOU  FEEL 
WHAT'S  IN  YOUR  COMPUTER 


Since  the  late  1980s, 
vpl  Research  Inc.  in 
Redwood  City,  Calif., 
has  been  grabbing  head- 
lines with  its  DataGlove. 
It's  a  computerized, 
$8,000  glove  that  enables 
its  wearer  to  figurative- 
ly reach  inside  a  comput- 
er screen  and  manipu- 
late things  that  exist 
only  as  digital  designs  or 
computer  models. 

Now,  scientists  at  the 
National  Advanced  Ro- 
botics Research  Center  (NARRQ  in  Salford,  England,  are  taking 
the  so-called  virtual  reality  concept  one  step  further:  Their 
electronic  glove  lets  you  "feel"  a  computer  model.  Currently, 
the  British  glove  relays  only  a  sense  of  shape  or  movement, 
simulated  by  dozens  of  tiny  air  bubbles  under  the  glove's 
lining  that  move  to  apply  pressure  on  your  hand.  But  NARRC 
has  been  working  with  researchers  at  the  University  of  Sal- 
ford  to  increase  the  number  of  bubbles  and  improve  the 
glove's  controls — so  it  will  convey  even  the  feel  of  different 
surface  textures.  Recently,  vpl  also  joined  the  team.  Look  for 
a  prototype  of  the  feeler  glove  to  be  unveiled  in  October. 


HARNESSING 
NOISE  POWER 


The  roar  of  a  rocket  blasting  off  is  the  sound  of  raw  power. 
In  fact,  the  sound  waves  pack  so  much  energy  that  if  they 
throb  with  a  certain  pulsating  beat,  they  can  literally  tear  a 
rocket  apart.  The  Pentagon  and  NASA  have  spent  bundles  to 
prevent  this.  But  Ben  T.  Zinn,  a  professor  of  aerospace  engi- 
neering at  Georgia  Institute  of  Technology,  figured  there 
ought  to  be  a  way  to  harness  this  power.  His  company,  Sono- 
tech  Inc.  in  Atlanta,  has  developed  a  pulsed-combustion  sys- 
tem that  promises  dramatic  improvements  in  the  performance 
of  municipal  incinerators.  It  should  also  reduce  fuel  consump- 
tion and  emissions  in  big  industrial  furnaces. 

Essentially,  the  Sonotech  system  is  an  overgrown  trombone 
slide.  It  uses  motorized  baffles  to  adjust  the  dimensions  inside 
a  combustion  chamber  until  it  resonates  with  sound  power. 
Properly  tuned,  a  furnace's  own  roar  fans  the  flames,  adding 
energy  to  the  combustion  process  and  thus  boosting  its  effi- 
ciency. In  a  test  at  an  Environmental  Protection  Agency  incin- 
erator in  North  Carolina,  EPA  officials  were  also  pleased  by  a 
50%  to  75%  reduction  in  soot  emissions.  Sonotech  is  now  outfit- 
ting a  large  cement-making  furnace  in  Colorado  owned  by  the 
big  German  cement  company,  Polysius. 


CAN  IT  BE?  POWDERED  MILK 
THAT  ACTUALLY  TASTES  LIKE  MILK? 


Supermarket  chains  and  food  distributors  could  save  a  lot 
of  energy,  ergo  money,  if  milk  didn't  need  to  be  refrigerat- 
ed. Since  hardly  anyone  enjoys  the  gooey  taste  of  canned 
milk — or  ice  creams  and  cheeses  made  from  it — the  Dairy 
Research  Foundation  has  teamed  up  with  the  Electric  Power 


Research  Institute  (EPRI)  and  the  Energy  Dept.  to  apply  a 
freeze-drying  technique  developed  by  Grenco  Process  Tec 
ogy,  a  Dutch  company. 

The  freeze-concentration  approach  converts  milk  into  a 
talline  powder  by  freezing  the  milk's  water  content  and  re 
ing  the  ice.  When  reconstituted  by  adding  water,  the  resu 
milk  has  a  rich  taste  that's  at  least  as  good  as  whole  milk 
some  people  like  it  better,  say  researchers  at  EPRI  in  Palo 
Calif.  Yet  it  contains  less  fat  and  fewer  calories.  Next  m< 
Galloway-West  Co.,  a  dairy  in  Fond  du  Lac,  Wis.,  will  t 
commercial-scale  tests  of  the  process,  and  consumer  proc 
could  be  available  within  two  years.  EPRI  adds  that  the  fn 
dry  method  also  shows  promise  for  treating  industrial  w 
water  and  even  chemical  wastes. 


POUND:  A  CLUE  TO  WHY 
AIDS  SOMETIMES  HANGS  FIRE 


One  very  puzzling  thing  about  AIDS  is  why  some  infe 
people  remain  free  of  symptoms  for  years.  Now,  a  re 
in  the  Aug.  21  issue  of  Nature  magazine  provides  the  ans 
Before  the  AIDS  virus  can  take  its  deadly  toll,  it  mus 
switched  on  by  a  protein  that  is  produced  by  one  specific 
in  the  body's  so-called  T-cells.  These  are  the  immune  cells 
the  AIDS  virus  attacks.  The  switching  phenomenon  was  dis 
ered  several  years  ago,  but  what  triggered  it  had  remain 
mystery — and  it  still  isn't  known  what  activates  the  T-ce 
produce  the  protein  that  in  turn  prompts  the  AIDS  virus. 

Nevertheless,  the  discovery  of  the  gene — by  scientists  at 
University  of  Michigan  Medical  Center  working  under 
Gary  J.  Nabel,  a  Howard  Hughes  Medical  Institute  resea 
er — may  lead  to  drugs  that  block  production  of  the  protei 
otherwise  interfere  with  the  switch-on  process.  That  w 
force  the  AIDS  virus  to  remain  latent  indefinitely.  Such  a  ti 
ment  would  be  a  vital  breakthrough  because,  at  this  point, 
virus  is  impossible  to  get  rid  of  once  a  person  is  infected 


CHIPS  MADE  OUT  OF  EGG  WHITES 
AND  VITAMINS 


Which  came  first, 
the  chicken  or  the 
egg?  At  least  we  know 
the  answer  for  the  "bio- 
chips"  being  developed 
by  Tokyo's  Oki  Electric 
Industry  Co.:  the  egg. 

In  the  quest  for 
"smarter"  computer 
chips,  many  researchers 
around  the  world  are 
trying  to  build  ultratiny 
transistors  from  biologi- 
cal materials.  Some  sci- 
entists believe  that  the 
combination  of  molecule-size  transistors  made  with  biologj 
substances  may  be  technology's  best  shot  at  mimicking 
brain's  thinking  processes. 

At  Oki's  Bioelectronic  Research  Lab,  scientists  are  worl 
to  replace  silicon  with  avidin,  a  substance  found  in  egg  whi 
They  "print"  a  circuit  pattern  on  the  avidin  by  shining  infra 
light  through  a  negative,  or  mask.  Then  the  latent  imag 
developed  with  biotin,  a  vitamin,  which  attaches  to  the  av 
that  wasn't  hit  by  the  infrared  light.  By  the  late  1990s, 
expects  to  produce  biotransistors  as  tiny  as  0.02  microns 
less  than  V10  the  size  of  today's  best  0.5-micron  switches. 
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Now  you  can  have  one  of 
e  worlds  most  useful  business 
>mputers  without  breaking 
>ur  bank  account. 

TheToshibaT2000  note- 
Dok  computer  offers  a  high- 
solution  VGA  screen,  40 
egabytes  of  storage  space,  a 

!99)  Toshiba  America  Information  Systems,  Inc 


286  processor  that  can  run  lit- 
erally thousands  of  programs, 
a  keyboard  with  full-size,  stan- 
dard-spaced keys,  AutoResume 
and  a  battery  that  lasts  up  to 
3.5  hours  on  a  single  charge. 
All  while  weighing  an  incred- 
ible 6.9  pounds  and  at  a  price 


that  doesn't  resemble  the  federal 
budget  deficit. 

If  you  would  like  more  in- 
formation on  the  affordable 
T2000,  call  us  at  1-800-457-7777. 
Then  prepare  for  takeoff. 

In  Touch  with  Tomorrow 

TOSHIBA 
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CAN  LAN  LORD  NOVELL 
EXTEND  ITS  TERRITORY? 


The  leader  in  local-area  networks  wants  to  widen  its  system 


A millionaire  hundreds  of  times 
over,  Raymond  J.  Noorda,  67,' 
could  afford  an  endless  vacation. 
Instead,  the  chairman  and  chief  execu- 
tive of  computer  networking  leader  No- 
vell Inc.  pays  himself  $35,000  a  year  and 
works  out  of  an  office  just  big  enough 
for  a  desk,  a  chair,  and  a  collection  of 
knickknacks.  He  sometimes  arrives  at 
work  at  6  a.m.  And  when  he  travels,  he 
often  uses  coupons  to  get  the  $99  senior 
citizen  rate. 

But  there  are  signs  that  the  frugal, 
hands-on  ceo  is  beginning  to  consider 
life  after  Novell.  Recently,  he  has  taken 
to  playing  golf  on  a  course  next  to  the 
company's  mountain  valley  campus  in 
Provo,  Utah.  "They  let  us  old  folks  in 
for  nothing,  and  I  take  advantage  of 
that,"  he  says.  More  im- 
portant, the  self-depre- 
cating Noorda  seems  to 
be  backing  off  from  his 
reputation  as  one  who 
alienates  potential  suc- 
cessors. In  the  past  few 
months,  he  has  quietly 
reorganized  his  2,800- 
employee  company  and 
handed  off  real  power 
to  four  lieutenants. 
The  move  comes  just 
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as  Novell  is  trying  to  parlay  its  lead  in 
software  for  local  area  networks,  or 
LANs,  into  the  much  larger  and  tougher 
business  of  corporate-wide  networks.  At 
the  same  time,  software  giant  Microsoft 
Corp.  is  making  a  determined  push  to 
grab  more  of  Novell's  core  business.  No- 
vell now  commands  63%  of  the  market 
for  software  that  links  PCs  together  on 
LANs.  That  translates  into  11,000  small 
companies  designing  and  servicing  net- 
works around  Novell's  NetWare  soft- 
ware and  10  million  people  using  those 
networks. 

But  Microsoft  is  now  spending  $50 
million  a  year  to  catch  Novell.  Although 
he  has  lost  IBM's  support,  Microsoft 
Chairman  William  H.  Gates  III  says  that 
he  is  ready  to  continue  weathering 
losses  for  as  long  as  it 
takes  to  win.  Micro- 
soft's MS-DOS  software 
already  controls  virtual- 
ly all  the  IBM  PCs  and 
PC-compatibles  current- 
ly linked  by  NetWare. 
And  Microsoft's  follow- 
on  to  MS-DOS,  due  next 
year,  will  likely  match 
many  of  NetWare's  ba- 
sic functions. 
"Keeping  ahead  of 


NOVELL'S  REVENUES 
1986  SI  20  MILLION 


1991*  $635  MILLION 


DATA  COMPANY  REPORTS 
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Microsoft  is  what  mo- 
tivates Ray,"  says 
Drew  Major,  co-de- 
signer of  NetWare.  But  the  conte 
tween  Novell  and  Microsoft  may 
many  years,  which  inevitably  raise: 
question  of  Noorda's  successor.  Sa 
Craig  Burton,  a  former  Novell  i 
vice-president  who  now  heads  a 
consulting  firm:  "Most  of  the  fin 
community  has  this  mythical  vi 
Ray — that  if  he  left,  the  company 
be  in  a  shambles." 
control.  The  recent  reorganizati 
designed  to  prevent  just  that.  Wi 
actually  revealing  his  own  plans,  N 
has  divided  Novell  into  three  divii 
the  core  NetWare  unit,  a  general  o 
tions  unit,  and  an  entrepreneurial 
that's  spearheading  the  push  into  ' 
area"  networks,  or  WANs.  Each  is 
ed  by  an  executive  who,  Noorda 
could  succeed  him.  Running  markc] 
is  Executive  Vice-President  Da 
Miller,  another  potential  heir.  With 
four  running  things  day  to  day,  the 
can  focus  on  "setting  down  the 
mentals  and  making  sure  we  stic 
them,"  as  Noorda  puts  it 

So  far,  Novell  has  been  nothing  bij 
investor's  dream.  Its  stock  has  incre 
twelvefold  over  the  past  five  years, 
profits  soared  94%  in  1990  and  sho 
an  additional  81%  in  the  first  three 
ters  of  fiscal  1991.  Sales  should  top 
million  for  the  year. 

Novell's  success  stems  directly  fr 
farsighted  decision  by  Noorda 
ago.  In  1983,  the  20-year  veteran 
eral  Electric  Co.  took  over  a  tiny  m 
of  computer  terminals  and  printer; 
the  verge  of  collapse.  Noorda  reckc 
his  best  bet  was  to  get  out  of  hardv 
and  focus  on  software  for  linking  PC 


irrei 


flit 


ork — a  relatively  unpopular  con- 
the  time.  Now,  of  course,  scores 
panies  are  fighting  over  hardware 
Novell  enjoys  control  over  a  PC 
re  standard  that  rivals  the  impor- 
)f  Microsoft's  MS-DOS. 
next,  much  more  difficult  step  is 
the  standard  for  corporate  WANs, 
ire's  main  strength  has  been  in 
r  small  groups  of  people,  maybe 
retaries,  exchange  files  and  share 
winters.  But  corporate  computer 
ers,  with  their  bias  toward  IBM, 
have    trouble    believing  that 
ire  can  supervise  huge  networks 
ng  the  globe  and  comprising  hun- 
of  small  and  large  systems, 
arketing  and  joint  development  al- 
with  IBM,  announced  last  Febru- 
iay  help  change  such  impressions, 
a  "reached  the  big  corporate  mar- 
In  the  stroke  of  a  pen,"  says  Bob 
n  analyst  with  the  Gartner  Group 
Stamford  (Conn.)  consulting  firm. 
Microsoft  concedes  that  "being  as- 
id  with  IBM  can't  hurt  Novell," 
Steve  A.  Ballmer,  Microsoft  senior 
•esident.  For  now,  IBM's  doing  1  it- 
ore  than  packaging  NetWare  in 
boxes — instead  of  Novell's  red 
-and  selling  it  to  IBM  customers, 
that  may  quickly  add  another  h'/< 
veil's  market  share,  analysts  say, 
)ig  payoff  will  come  only  as 
are's  technical  reach  is  extended, 
ic  standards.  Teaming  up  with 
ould  help  Novell  battle  Microsoft, 
As  a  further  measure,  though, 
la  has  arranged  to  pay  $80  million 
igital  Research  Inc.,  which  supplies 
le  direct  replacement  for  MS-DOS — 
iderdog  program  called  df;  DOS.  It 
i  help  Novell  compete  with  Micro- 
ti supplying  software  for  the  pow- 
"server"  PCs  that  anchor  many 
To  help  its  standing  in  the  bur- 
ng  workstation  market,  meanwhile, 
.1  in  April  spent  $15  million  for  a  57' 
in  American  Telephone  &  Tele- 

1  Co.  affiliate  Unix  Systems  Lab- 
*ies.  Noorda  has  also  orchestrated 
nt  venture  with  Japan's  Canon, 
Fujitsu,  NEC,  and  Toshiba  to  push 
are  as  a  standard  in  Japan. 
Broiling  \\%  of  Novell's  $4  billion- 
in  outstanding  stock,  Noorda  has 
than  enough  reason  to  fret  over  its 

2  success — even  if  he  is  preparing 
Ire.  But  as  he  demonstrated  last 
by  scuttling  a  friendly  acquisition 
>tus  Development  Corp.  at  the  last 
£,  he's  not  one  to  give  up  control 
I  "He  believes  when  he  quits  doing 
vork,  he  won't  have  much  to  live 
says  former  colleague  Burton.  But 
y  Noorda  does  decide  to  ride  off 
he  sunset,  it's  a  good  bet  it  will  be 

one's  terms  but  his  own. 
y  Sandra  D.  Atchison  in  Provo,  with 
I.  Schwartz  in  New  York 


Nothing  we  say  w| 
makeyou  buy 
this  book ... 

...  because  making  anyone  do  what  you  want— from 
getting  the  boss  to  accept  that  proposal  to  convincing  a 
2-year-old  to  go  to  bed— demands  powers  of  persua-  219  pp./073085-7/$i  9.95 

sion  and  influence  that  go  far  beyond  just  telling  people  what  to  do. 
Now,  successful  management  consultant  Elaina  Zuker  shows  you  how  to  develop 
and  refine  your  influence  skills  in  this  elegantly  simple,  statistically  validated,  and 
yes,  starting  ly  persuas/Ve  book. 
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Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 

for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 
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P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 
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TELECOMMUNICATIONS 


AT&T  REACHES  OUT 

AND  TAPS  SOME  NEW  TALENT 


It  recruits  from  outside  to  teach  its  troops  how  to  compete 


A 


few  weeks  ago,  one 
was  running  a  company 
in  Palatine,  111.,  that 
makes  electrical  components, 
while  another  headed  a  ship- 
ping company  in  Iselin,  N.  J.  A 
year  ago,  one  ran  an  invest- 
ment firm  in  Washington,  D.C. 
Two  years  ago,  another 
worked  at  a  Chicago  bank. 
Now,  all  of  them — and  a  few 
others — have  jobs  in  the  high- 
est echelons  of  American  Tele- 
phone &  Telegraph  Co. 

In  a  surprising  turn  for  a 
company  that  practically  pat- 
ented promoting  from  within, 
AT&T  is  reaching  out  to  tap 
new  talent.  In  July,  it  named 
former  Sea-Land  Service  Presi- 
dent Alex  J.  Mandl  chief  finan- 
cial officer.  In  August,  it 
tapped  Jerre  L.  Stead,  former 
chairman  of  electrical  gear 
maker  Square  D  Co.,  to  head 
the  money-losing  Business  Communica- 
tions Systems  unit.  The  outsiders — typi- 
cally in  their  late  40s — are  expected  to 
supply  expertise  in  new  businesses  such 
as  credit  cards  and  computers  and  add 
international  savvy.  Above  all,  they're 
expected  to  teach  the  272,000  troops 
badly  needed  lessons  in  marketing  and 
entrepreneurship. 

BY  the  BOOK.  The  recruiting  effort  is 
precisely  targeted.  To  end  chronic  losses 
in  office  phone  systems — estimated  at 
more  than  $200  million  a  year — AT&T 
needed  an  energetic  leader  who  could 
cut  costs,  stimulate  teamwork,  and  re- 
spond rapidly  to  customers.  Chairman 
Robert  E.  Allen  picked 
Stead,  48,  who  had 
raised  profits  and  pro- 
ductivity at  Square  D. 
Stead  was  weighing  19 
job  offers  following  the 
hostile  takeover  of 
Square  D  by  France's 
Groupe  Schneider,  and 
he  says  he  picked  AT&T 
because  he  liked  the 
changes  he  saw  at  "one 
of  this  country's  pre- 
mier corporations."  For 
chief  financial  officer, 


Allen  wanted  someone  with  international 
experience  who  knew  about  acquisitions. 
He  found  that  in  Mandl,  47,  who  has 
done  business  around  the  globe  as  head 
of  CSX  Corp.'s  Sea-Land  Service  Inc. 
Both  men  were  turned  up  by  a  New 
York-based  search  firm,  Russell  Reyn- 
olds Associates  Inc. 

The  biggest  infusion  of  new  blood  will 
come  with  the  takeover  of  NCR  Corp.  By 
acquiring  the  $6.3  billion,  Dayton-based 
computer  maker,  Allen  hopes  to  bolster 
AT&T's  computer  efforts,  which  have  lost 
an  estimated  $2  billion  since  they  began 
in  1984.  Because  the  $7.4  billion  deal  be- 
gan as  a  hostile  bid,  AT&T  won't  gain  the 


AT&T:  OUTSIDERS  ON  TOP 


Name 

Title 

Hired 

Previous  job 

JERRE  L.  STEAD 

President,  Business 
Communications  Systems 

Chairman, 
Square  D  Co. 

ALEX  J.  MANDL 

Chief  financial  officer 

1991 

Chairman, 
Sea-Land  Service 

RICHARD  S.  BODMAN 

Senior  vice-president, 
corporate  strategy 
and  development 

President, 

Washington  National 
Investment 

PAUL G. KAHN 

President,  AT&T 
Universal  Card  Services 

1989 

Senior  vice-president, 
First  Chicago  Bank 

services  of  NCR  Chairman  Charles  I 
ley  Jr.  He's  bailing  out.  But  AT&1 
pick  up  an  experienced  managemen 
re  that  includes  Gilbert  P.  Williai 
54,  NCR's  president. 

As  a  monopoly,  the  old  Bell  S? 
had  little  need  for  outsiders.  Man 
was  easy  because  thick  manuals  s] 
out  procedures  for  every  eventv 
"Very  honestly,"  Allen  once  adrr 
"it  didn't  take  a  whole  lot  of  strat 
With  the  1984  Bell  breakup,  th 
AT&T  began  competing  in  the  real  v 
While  recruits  from  IBM  and  0 
launched  its  shaky  foray  into  comp 
other  units  stuck  with  homegrown 
agers.  Even  today,  only  5%  of  th 
130  officers  are  AT&T  newcomers 
that's  changing.  This  year,  the 
formed  Operations  Committee, 
serves  as  a  five-person  presidenc; 
include  three  new  faces:  Mandl,  Wi 
son,  and  Robert  M.  Kavner,  48, 
came  over  from  AT&T  auditor  Coop< 
Lybrand  in  1984. 

Their  No.  1  mission:  growth.  AT&'| 
doubled  its  earnings — from  $1.37  b] 
in  1984  to  $2.74  billion  last  year- 
by  cutting  costs,  including  the  sla 
of  100,000  jobs.  But  revenue  has 
just  127s  from  $33.2  billion  to  $37 
lion.  "We  haven't  even  begun  gettiii 
the  kind  of  growth  rates  that  Jap 
companies  are  putting  on  their  tj 
year  after  year,"  says  Richard  S 
man,  a  Russell  Reynolds  recruit  w| 
senior  vice-president  for  corporate  .j 
egy  and  development. 
bold  card.  For  inspiration,  AT&T 
to  people  such  as  Paul  G.  Kahn, 
1989  recruit  who  has  built  the  AT& 
versal  Card  into  the  nation's  fourtl] 
gest  credit  card  in  just  over  a 
While  sketchy  on  details,  Stead 
he'll  use  the  same  marketing  forrmi 
turn  around  the  office  phone  syj 
business.  He  preached  customers 
bureaucracy  last  at  Square  D  and  r« 
with  pride  how  an  employee  use< 
own  credit  card  to  pay  for  an  emer 
shipment  of  a  part  to  a  nuclear  pla] 
There's  a  risk  that  some  longtim 
ployees  will  resent  the  outsiders.  i\ 
endless  layoffs  and 
get  cuts,  morale 
problem.  No  one 
to  alienate  AT&T 
ans — least  of  all 
comers  such  as 
But  Bob  Allen  an 
team  have  clearly 
eluded  that  one  wa| 
bring  AT&T  into  the 
world  of  competiti 
to  hire  a  few  p 
who  have  been  the 
By  Peter  Coy  in 
York 
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T  PRINTS  IN  BRAILLE 


impaired,  some 
simple  tasks — jotting 
down  a  phone  number  or 
a  quick  note — can  be 
quite  difficult.  But  Tele- 
Sensory  in  Mountain 
View,  Calif.,  has  de- 
signed a  pocket-size  elec- 
tronic notepad  that  could 
make  note-taking  in 
braille  a  breeze. 

Like  similar  palmtop 
computers,  BrailleMate 
weighs  about  one  pound 
tores  information  in  credit-card-size  memory  cards.  But 
id  of  a  cramped  keyboard,  it  needs  just  11  full-size  keys 
create  any  braille  character  or  punctuation  mark.  The 
uter  also  functions  as  a  personal  organizer,  storing  phone 
>ers  and  other  information.  Instead  of  a  screen,  Braille- 
uses  an  eight-pin  cell  to  reproduce  text,  one  letter  at  a 
in  raised  braille  dots.  Since  the  $1,595  computer  can  store 
than  170  pages  of  braille  text,  though,  using  the  built-in 
synthesizer  to  read  the  text  aloud  might  be  faster. 


For  the  blind  and  visu- 
allv 


E  'MONSOON':  BLOWING 
i  CHANGES  IN  PROCESSING 


ere's  a  lot  of  excitement  these  days  about  parallel  pro- 
essing,  which  relies  on  not  one  but  many  computer  pro- 
>rs  working  on  a  program  simultaneously.  But  writing 
rams  for  such  machines  is  terribly  difficult,  especially  in 
inting  applications,  say,  where  programs  can't  be  easily 
ed  into  independent  chunks. 

promising  design  called  dataflow  computing  may  solve 
>roblem.  It  can  automatically  find  opportunities  for  divid- 
irograms  into  parallel  pieces  wherever  they  exist,  accord- 
;o  researchers  at  Massachusetts  Institute  of  Technology 
Motorola  Inc.'s  Computer  Group.  They're  working  togeth- 
i  a  general-purpose  dataflow  computer  called  Monsoon, 
h  they  program  in  a  language  called  Id.  Motorola  has  just 
ered  a  Monsoon  prototype,  based  on  eight  processing 
ents,  to  MIT.  Around  1995,  the  partners  figure,  subsequent 
;ls  may  include  1,000  processors  and  execute  1  trillion 
uctions  per  second.  The  Pentagon  is  helping  fund  the  $10 
Dn  project. 


DDY,  CAN  YOU  SPARE  A  LOAN? 
IS  SOFTWARE  CAN  HELP 


crucial  item  in  securing  a  small-business  loan  in  these 
i  credit-tight  times  is  a  well-prepared  proposal — crammed 
evidence  of  your  company's  good  financial  standing.  Hir- 
in  expert  consultant  to  prepare  a  complete  financial  plan, 
jver,  can  be  costly.  But  now,  ValuSource  Inc.,  a  San  Diego 
icial  software  maker,  is  offering  a  way  to  get  the  bucks 
out  laying  out  a  lot  of  dough. 

irough  a  series  of  simple  questions,  its  Loan  Express 
ram  for  IBM  PCs  helps  business  planners  determine  the 


type  of  loan  or  debt  restructuring  that  would  suit  their  needs 
best.  Then,  by  punching  in  financial  information  from  the  past 
two  to  five  years — taxes  paid,  earnings,  and  losses,  for  in- 
stance— the  $195  program  can  generate  annual  or  monthly 
projections,  break-even  analyses,  business  valuations,  and  a 
slew  of  other  data.  Loan  Express  then  incorporates  the  rele- 
vant information  into  a  boilerplate  proposal  form,  along  with 
explanations  and  summaries.  To  help  banks,  ValuSource  is 
also  working  on  a  more  sophisticated  version  that  can  process 
loan  applications  electronically. 


THE  PAPERLESS  OFFICE 
MAY  NOT  BE  A  PIPE  DREAM 


With  over  95$  of  important  corporate  information  coming 
on  paper  or  through  fax  machines,  many  companies  are 
still  working  on  achieving  that  elusive  dream:  the  paperless 
office.  The  latest  competitor  in  that  quest  is  Alacrity  Systems 
Inc.,  in  Hackettstown,  N.J. 

The  Alacrity  Desktop  Document  Manager  is  a  circuit  board 
for  PCs  that  bears  a  microprocessor  and  a  facsimile  modem. 
When  the  board  is  placed  inside  an  IBM  PC/AT-class  compatible 
computer  and  attached  to  a  laser  printer  and  scanner,  the 
setup  effectively  eliminates  the  need  for  a  separate  photocopi- 
er and  fax  machine.  Incoming  faxes  and  scanned  documents 
are  routed  directly  to  the  computer's  hard  disk  drive,  which 
can  store  the  equivalent  of  500  pages  per  10  megabytes  of 
capacity.  The  board's  software  allows  workers  to  search  for 
documents  using  key  words  or  by  subject  matter.  What's 
more,  since  the  software  works  under  Microsoft  Corp.'s  Win- 
dows graphical-user  interface,  a  document  can  be  printed, 
faxed,  or  copied  by  simply  "clicking"  on  the  appropriate  icon, 
or  symbol.  The  Desktop  Document  Manager  is  scheduled  to  be 
a\  ailable  in  I  he  fall  for  aboul  $2,000. 


FOR  THE  NOT-SO-STUDIOUS, 
A  PC  CRIB 


As  the  new  school 
year  begins,  stu- 
dents everywhere  are 
going  to  be  forsaking 
their  MTV  to  slog 
through  Shakespeare, 
Tolstoy,  or  George  El- 
iot. But  for  those  who 
can't  quite  get  around 
to  finishing  up  Middle- 
march  in  time  for  the 
midterm,  there  are  al- 
ways study  aids  such 
as  Cliffs  Notes,  which 
condense  the  great 
works  of  literature  into  digestible,  20-minute  summaries.  Now, 
Simon  &  Schuster  Inc.,  publisher  of  the  rival  Monarch 
Notes  series,  is  trying  to  make  it  even  easier  for  procrastinat- 
ing students  to  get  the  instant  gratification  that  they're  look- 
ing for. 

The  publisher  has  teamed  up  with  the  Bureau  of  Electronic 
Publishing  Inc.  in  Parsippany,  N.J.,  to  create  a  single  CD-ROM 
disk  containing  the  entire  series  of  Monarch  Notes — covering 
over  200  books  and  plays.  The  $99  disk  works  with  any  IBM  PC- 
compatible  or  Apple  Macintosh  computer  equipped  with  a  CD- 
ROM  drive.  In  addition,  it's  fully  indexed,  so  students  can 
search  for  key  words  and  topics. 


ATION  PROCESSING 
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To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just-In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry.  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COnSOLIDHTED  FREIGHTWAYS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Company 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  carrier. 


What  we  think 
deaf-blind  people 
do  for  a  living. 


80  O 


What  deaf-blir 

people  really  c 
for  a  living,  j 

Drill  press  operator 
Electronic  assembler 
Librarian 
Administrator 
Mail  clerk 
Laundry  worker 
Teacher 

Child-care  worker 
Baker 

Duplicating  clerk 

Guidance  counselor 

Computer  programmer 

Food  service  worker 

Disc  jockey 

Writer 

Editor 

Housekeeper 
Carpenter 
Upholsterer 
Bookbinder 
Clinical  psychologist 
Braille  proofreader 
Flower  arranger 

Today,  people  who  are  deaf  and  blind  are  excellffl 
at  hundreds  of  jobs.  At  our  Center,  they're  thi 
oughly  trained;  on  the  job,  they  display  the  kind! 
competency  and  reliability  valued  by  employ^ 
like  IBM,  Hewlett-Packard,  and  U  SWESTComn  1 
nications. 

Couldn't  your  company  use  an  employee  with  thesi 
credentials?  If  you  want  to  know  more,  call  Jerery  • 
Burwell  at  the  Helen  Keller  National  Center. 

Call  516-944-8900  (TDD  &  Voice) 

Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults 

Headquarters:    1 1 1  Middle  Neck  Road,  Sands  Point.  NY  1 1050 
Regional  Offices  Atlanta,  Boston,  Chicago.  Dallas.  Denver,  Kansas  Cit'l  ^ 
Philadelphia.  San  Francisco,  Sands  Point.  Seattle 

'  operated  by  Helen  Keller  Services  for  the  Blind 
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lEVOLUTIONIZING    BUSINESS  OPPORTUNITY 


n's  continued  economic  growth  is  the  catalyst  for  the 
talization  of  the  New  England  economy.  We  have  the 
:al  environment  for  business  expansion  across  a  wide 
riety  of  industries.  Our  city  demonstrates  that  when 
mess  and  government  work  together  we  can  keep  our 
people  working  and  our  economy  moving." 

Raymond  L.  Flynn 
Mayor  of  Boston 


'Boston  is  poised  to  take  its  position  on  the  world  stage 
as  the  preeminent  center  for  business.  This  special 
section  will  present  Boston  to  decision-makers  across 
the  country  and  around  the  world  and  will  allow  you 
to  promote  your  company  and  Boston  as  a  city 
that  works  for  business." 

Donald  A.  Gillis 
Executive  Director 
Economic  Development  and  Industrial 
Corporation  of  Boston 


For  More  Information  Call:  Barbara  J.  Daly 
Project  Manager,  Business  Week 
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There  is  an  essential  difference  between 
insurance  companies  who  realize  the  market- 
place is  changing  and  those  who  understand  that 
the  marketplace  is  change. 

The  latter  survive  and  thrive.  The  former 
become. .  .lunch. 

At  Conseco  we  believe  we  can  offer  our 
customers  and  shareholders  the  highest  degree 
of  secunty  by  being  adaptable  and  flexible.  Our 
entire  concept  of  security  at  Conseco  is  based 
on  our  ability  to  change. 


Key  to  our  operation  is  maintaining  a  constant 
vigil  for  changes  that  could  create  opportunities  or 
cause  problems.  When  change  is  isolated  and  evalu- 
ated, we  then  adjust  and  fine-tune  our  business 
accordingly.  And,  of  equal  importance,  immediately. 

While  our  acceptance  of  change  and 
willingness  to  change  may  have  raised  a  few 
eyebrows,  they've  helped  us  build  a  company 
with  $12  billion  in  assets. 

And  there's  a  lot  of  security  to  be  found 
in  $12  billion. 
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Taxes 


WHEN  YOU  DISAGREE 
WITH  THE  TAX  ASSESSOR 


As  federal  and  state  aid 
to  municipalities  dwin- 
dles, some  homeown- 
ers had  better  prepare  them- 
selves for  a  one-two  punch 
from  the  local  tax  office.  Not 
only  are  real  estate  taxes 
climbing,  but  across  the  na- 
tion cities  large  and  small — 
Atlanta  and  Reading,  Pa.,  for 
example — are  busy  checking 
up  on  the  current  value  of 
each  house.  The  aim  is  to 
make  sure  the  tax  bur- 
den is  shared  eq- 


Northeastern  communities. 

Pointing  out  mistakes  can 
lower  your  assessment.  Or, 
you  can  prove  your  place  was 
valued  unfairly.  Dean 
McQuown,  director  of  profes- 
sional services  at  the  Interna- 
tional Association  of  Assess- 
ing Officers,  won  a  reduction 
on  his  Chicago  home 
with  this  argu- 


E.  60th  St.,  Chicago  60637.) 

A  first  step  is  to  check  the 
public  property  records  at  the 
county  tax  office.  The  identifi- 
cation number  on  your  tax  bill 
will  help  you  locate  your 
home's  assessment-data  card 
or  printout.  You  should  check 
it  for  obvious  errors — incor- 


similar  ones  on  your 
and  adjoining  blocks.  Tl 
sessor  tries  to  determine 
your  property  would  fe 
it  were  sold.  One  way 
tablish  fair-market  valu< 
check  recent  sale  prices 
half-dozen  other  home; 
yours.  Find  houses  ir 
neighborhood  that 
yours  in  size,  age,  con< 
and  construction  mater 
the  assessment  office  d 
keep  sales  records,  ask 
realtors  for  figures. 
Then,  if  the  other  h 
record  cards  show 
assessments,  you 
have  the  basj 
a  case. 


- 


HI 


pairs 
it  of 
k  ai 

StJlOt 

I 


Ji 


uitably.  And  while  some 
assessments  may  drop,  plenty 
of  taxpayers  will  wind  up  pay- 
ing a  higher  tax  rate  on  prop- 
erty with  a  higher  valuation. 

Other  than  grumble,  you 
can  do  little  about  a  general 
tax-rate  hike.  But  an  astute 
homeowner  can  challenge  a 
reassessment — and  possibly 
save  hundreds,  if  not  thou- 
sands, of  dollars  a  year.  "Any 
evaluation  has  room  for  er- 
rors," says  Kevin  Comer,  ex- 
ecutive vice-president  at  MMC 
Inc.,  an  appraisal  firm  that 
has  done  assessments  for  200 


ment:  "The  house  was 
undervalued  in  relation  to 
fair-market  value — but  other 
homes  in  the  area  were  under- 
valued more." 

record-checking.  Winning 
an  appeal  doesn't  require  a 
professional's  know-how. 
McQuown's  organization  of- 
fers free  brochures,  The 
Property  Owner  Who  Wants 
to  Know  and  Standards  on 
Assessment  Appeals,  to  help 
build  a  case.  (Write  IAAO,  1313 


rect  dimensions,  for  ex- 
ample, or  an  unfinished  base- 
ment listed  as  finished.  Such 
mistakes  often  are  enough  to 
upset  the  assessor's  calcula- 
tion of  the  home's  worth.  "If 
property  is  valued  at  $100  a 
square  foot  in  your  area,  and 
the  card  says  your  house  is  36 
feet  across  when  it's  actually 
32  feet,  the  valuation  can  be 
way  high,"  says  Comer. 

No  errors?  Then  compare 
the  valuation  on  your  home  to 


tors  and  mortgage  le 
put  specific  dollar  amour 
different  features  that  i 
a  home's  value.  So  yoi 
add  or  subtract  to  arri 
your  idea  of  a  fair  assess 
for  your  home. 

Even  if  nearby  houses 
assessments  roughly 
same  as  yours,  you  l 
plead  for  a  lower  one. 
sample  arguments: 
■  Although  you  spent  a 
build  your  home,  its  d 
shape  or  unusual  layout 
its  resale  value. 
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assessor  visited  your 
early  in  the  assessment 
s,  which  normally  takes 
st  two  years  to  com- 
3ince  then,  a  busy  shop- 
aall  opened  nearby,  re- 

the  value  of  the  house, 
're  entitled  to  special 
tions.  In  many  states, 

citizens,  veterans,  and 

merit  reductions  in  val- 
.  For  instance,  South 
la  cuts  the  figure  by  up 
1,000  for  war  widows, 
states  allow  a  credit  for 
c  buildings  or  for  added 
'-saving  systems, 
ou  do  your  homework, 
ds  of  a  payoff  are  good, 
;o  real  estate  tax  con- 
t  Gary  Whalen  writes  in 
ig  for  Gold  in  Your 


Own  Back  Yard  ($23,  R.  E.  I. 
Press,  36  S.  Washington, 
Hinsdale,  111.  60521).  He  cites 
reports  showing  that  ^ 
more  than  507"  of 
Cook  County  (111.) 
taxpayers  who 
appeal  their  as- 
sessments win 
reductions  that 
cut  an  aver- 
age of  $300  to 
$400  off  their 
annual  tax 
bills.  Despite 
the  favorable  odds,  less  than 
1%  of  all  property  owners 
question  their  reassessments. 

Since  even  a  small  savings 
gets  magnified  with  each 
passing  year,  the  prospect 
may  merit  spending  $200  to 


$500  for  an  independent  ap- 
praiser's view  of  your  home's 
worth.  "If  you  call  in  someone 
designated  by  the  American 
Society  of  Appraisers  or  other 
recognized  accreditation 
group,  the  evidence  will  be  ac- 


cepted almost  without  ques- 
tion by  any  appeal  board," 
■;  says  Richard  Hoffman,  presi- 
dent of  Appraisal  Research,  a 
Findlay  (Ohio)  company  hired 
by  local  authorities  to  do  com- 
munitywide  assessments  in 
six  Midwestern  states. 

Some  homeowners,  Hoff- 
man adds,  err  by  failing  to 
prepare  a  realistic  appeal.  In- 
stead, they  may  ask  for  a  re- 
duction on  the  grounds  that 
they  simply  couldn't  sell  their 
million-dollar  house  for  that 
much  money  in  today's  mar- 
ket. Such  an  argument  may 
fall  on  sympathetic  ears  in 
the  tax  office,  but  without 
factual  evidence  to  back  it  up, 
it's  not  likely  to  get  a  reduced 
assessment.  Don  Dunn 


Workplace 

H  TO  MAKE  SURE 
J'RE  SITTING  PRETTY 


fhen  you're  tired,  a 
chair  is  a  most  in- 
viting piece  of  fur- 
But  for  someone  who 
>r  long  stretches  at  a 
r  in  front  of  a  computer 
al,  chairs  can  become 
nents  of  torture.  Poorly 
ed  and  improperly  ad- 
chairs  can  contribute  to 
iety  of  ailments,  from 
:hes  and  neck  pain  to 
ive-motion  injuries, 
irmakers  are  respond- 
)  such  problems  with 

ergo- 
designs. 
',  for 
o  $2,000, 

:an   buy  | 

that  give 
naximum 
rt  and 
ility.  One 
model 

up  your 

with  an 

'.  Another      -  - 
automati- 
to  relieve 
ire  on  muscles, 
most  important  feature 
k  for  is  a  backrest  that 
rts  the  lumbar  curve, 
biggest  problem  with 
g,"  says  Rani  Lueder, 
"gonomist  in  Encino, 


Calif.,  "is  that  it  rotates  the 
pelvis  forward  and  flattens 
out  the  lower  back." 

Most   ergonomic  chairs, 
such  as  the  Bulldog  from 
Knoll  Group,  which  lists  for 
$870,  correct  this  by  building 
a  curve  into  the  backrest, 
which  can  be  raised  or  low- 
ered to  suit  the  user's  height. 
The   Comforto  System  18 
($752)  by  Haworth  accommo- 
dates different  back  sizes 
with  a  movable  bar  that's 
built  into  the  lumbar  region 
of  the  backrest.  Ergo 
Tilt  ($1,045),  by  Neu- 
tral Postures,  sup- 
ports the  lower  back 

THE  HUGGER  (LEFT) 
AND  THE  BULLDOG: 
BETTER  ARM  AND 
BACK  SUPPORT 


with  an  inflatable  airbag. 

An  ergonomic  chair  also 
should  allow  you  to  lean  back 
slightly  without  forcing  the 
seat  to  come  up  and  raise 
your  feet  off  the  floor.  This 
widens  the  angle  between 
your  thighs  and  torso,  open- 
ing up  the  body  and  increas- 
ing blood  flow.  Leaning  back 
also  reduces  compression  on 
the  spine,  which  causes  people 
to  shrink  as  they  age. 

Some  chairs  tilt  forward  as 
well — a  handy  feature  if  you 
punch  data  into  a  computer  or 
hunch  over  a  microscope.  The 
chair's  tilt  displaces  pressure 
from  the  spine  onto  the  thighs 
and  feet.  That's  the  principle 
behind  the  balans,  a  backless 
kneeling  chair  that  is  sup- 
posed to  encourage  a  healthy 
lumbar  curve. 
But  ergono- 
mists  warn 
that  people 


slouch  in  the  balans  chair,  de- 
feating its  purpose. 

Adjustable  armrests  are  im- 
portant to  take  weight  off  the 
neck  and  shoulder  muscles. 
Grahl's  Hugger  ($615)  has 
movable  elbow  rests  designed 
to  support  the  arm  and  pre- 
vent carpal  tunnel  syndrome, 
a  nerve  inflammation  in  the 
wrist  caused  by  repetitive  mo- 
tions. The  chair's  "duo  back" 
design  fits  two  separate  back- 
rests to  either  side  of  the 
back,  supporting  it  without 
putting  pressure  on  the  spine. 

Which  chair  is  best?  "It  all 
depends  on  the  individual," 
says  Mark  Sanders  of  the  Hu- 
man Factors  Society,  an  er- 
gonomists'  group.  "And  to 
test  chairs,  you  can't  just  sit 
in  them  for  five  minutes." 
move  around.  Even  the  best 
chair  won't  eliminate  all  ergo- 
nomic hazards — lighting  and 
body  positioning  are  also  keys 
to  comfort.  And  the  best  anti- 
dote for  backaches  and  pains 
is  to  get  up  and  move  around. 
Chairmakers  are  trying  to 
cover  that  angle,  too:  Rudd 
International's  Cyborg  chair 
($1,457)  actually  moves  for 
you.  Its  weight-activated 
mechanism  causes  the  chair 
to  budge  periodically  just 
enough  to  relieve  muscular 
and  circulatory  stresses  that 
build  up  from  sitting.  The 
Federal  Aviation  Administra- 
tion was  impressed:  It  recent- 
ly outfitted  some  of  its  air- 
traffic  controllers  with 
Cyborg  chairs.       Pam  Black 
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Corporate  Gifts 


Corporate 
Ues 

(150  pc.  minimum) 


Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

$ 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.SjV. 
Dept.  BW  (203)  869  3006 


CUSTOM  CHOCOLATE  HOLIDAY  GREETINGS! 

Our  Solid  Milk  Chocolate  Bars  With  Your 
Personal  Message  Make  Ideal,  Memorable 
Holiday  Gifts  For  Your  Special  Business 
Associates.  Friends  and  Clients1  We  Will 
Inscribe  Your  Personal  Message  Free  On 
These  211b  or  8  oz  Chocolate  Greeting 
Cards  Guaranteed  On  Time  Delivery 
CALL  FOR  FREE  BROCHURE: 
1  -800-488-8006,  OR  FAX  1  -201  -967-1 977. 


Remington  Bronzes 

Now  available  lo  collectors... 

Full  size,  museum  quality, 

Lost-wax,  hot-cast,  bronze 

reproductions  of  23  works 

by  Frederic  Remington 
FREE  COLOR  CA  TALOG 
Mountain  Han    HT:  29"  $695 

MUNYON  &  SONS 

imWavertyHts.  Dr.,  Thousand  Oaks,  CA  91360 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Lite  and  Academic 
Eiperience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  ,  Dept  170 
Los  Angeles,  CA  90049  USA 


Office  Supplies/Equipment 


Why  have  over  25,343  American  businesses  started  buying 
office  supplies  from  Wholesale  Supply  Company? 


HP  Laser  n  Cartridge 

as  low  as  $69.99 

Maxell  5.25"  DSDD  Disk.  Bx/10 

559 

1"  Ring  Binder 

.92 

3"  x  5"  Yellow  Post-it™  notes,  [te- 

7.59 

because  we  offer  more  for  a  whole  lot  less! 

WHOLESALE  CaU  now  for  a  fa*  catalog. 

1-800-962-9162 

Ad  Code  0085 


Chris  Naylor 


Fast  Trackers— 
Get  noticed!  Order 
Personalized  Post-it 
notes  for  all  your  mes- 
sages. Not  available  in 
stores  at  this  low  price 
Call  today.  Major  credit 
cards  accepted.  Box  of 
10  yellow  or  blue  4"x  3" 
pads,  only  $9.95? 


MateAName 
for  Yourself- 

1-800-433-3011 


8:00a.m.-5:00p.m.CST,  M-F 

Personalized 
Post-r  Notes 


DELUXE 


"Plus  $1.95  shipping,  handling  and  tax.     "Post-It"  is  a  registered  trademark  ot  3M   DO  1502 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pal 

•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forivard-tilt 
feature 


paiKjayer  i.goo.25im5or»rite 

S3  Jeffrey  Ave..  Dept.  BWE.  Holliston.  MA  01746 


Newsletters/Periodicals 


An  expert  briefing 
on  world 
economic  issues  for  the 
busy  executive 

INTERNATIONAL 

Economic 
Insights 

the  new  bimonthly 
journal  from  the 
Institute  for 
International 
Economics 

SEND  FOR 
A  COMPLIMENTARY 
ISSUE 

Institute  for  International 
Economics 
Drawer  991bw 
1 1  Dupont  Circle.  NW,  Suite  620 
Washington,  DC  20036-1207 
(202)  328-9000 
FAX  (202)  328-5432 


HI-TECH  ENTREPRENEURS 

Mianighi  Engineering  Magazine  is  your  only 
source  lor  product  development  and  marketing 
info  Irom  the  garage  lo  a  Smillton  in  sales 
Three  Issue  Trial  Only  $9.95 


Midnight  Engineering  Magazine 
111  E.  Drake  Rd,  Suite  7041 
Fori  Collins,  CO  80525 

lend  check  c*  MO.  money  back  if  not  satisfied) 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  9  Million  U  S  Businesses  - 

Telephone  Vended  with  Contact  Name  and  Employee  Size 

•  1.7  Million  High  Income  Amtucans  •  84  Mi'lion  fonsunieis/ Residents 

•  1.2  Million  Canadian  Businesses    •  Opportunity  Seekers 

FREE  Catalog  ■  Call  (402)  331-7169  or  write 
American  Business  Lists 

PO  Box  27347.  Depl  01-601  •  Omaha,  NE  68127 


Christmas  Items 


WHATHAPPENEDTOALLTHO 
NICE  LITTLE  TOYS  WE  USED  ] 
GET  AT  CHRISTMAS...?  mi 

than  200  items  and  many  under  $3 
are  in  the  NEW  STOCKINGFILL/ 
CATALOG!  -  Available  NOW 
sendmg$1  OOtoStockingflllasDei 
B2,  1491  Sheridan  Drive.  Buffa 
NY  14217-1282 


Boats 


Our  10  year  track  record  has  introduce 
thousands  to  the  fastest  growing  fitne 
sport  ol  the  80  s,  with  seven  models 
choose  from  Call  or  write  today  for  fn 
brochure  and  nearest  dealer 

LITTLE  RIVER  MARINE  CO. 
P.O.  BOX  986-BW    Gainesville.  FL  32602 
800-247-4591  /  904-379-5025 


Capital  Available 


WE  HELP  FUND  IT  . .  . 
YOU  RUN  IT  . . . 

*  Alternative  venture  funding 

*  $100,000  to  $15,000,000  ' 
'  Early  stage  ventures 

*  Expansion  capital 

*  Aquisitions 

VENTURE  PARTNERS 
INTERNATIONAL 
1-800-888-4993 
880  Front  St.  #749,  Lahaina,  Hi 


Retirement  Living 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites 
one  of  North  Carolina's  fine'l 
masterplanned  communities.  On 
$10,900  w/owner-assisted  finani 
ing  available.  Free  color  literatur  | 

1-800-768-7358 


Inventors 


Invention?     New  Product''  vi 

Call  IMPAC 
for  free  information  kit. 
Toll  free:  in  USA/Canada 
1-800-225-5800,  (24  hours),  j . 


Cable  TV 


CABLE  TV  DESCRAMBLEF 

CONVERTERS,  ACCESSOR!! 

Name  Brands.  Lowest  Prices.  Best  Servi 
For  FREE  16-page  color  catalog  call 

ToLme,?aEnAvDV(800)  234-1001 


TO  ADVERTISE  IN  THE 
BUSINESSWEEK 
MARKETPLACE 

call:  312-337-3090  or 
Fax:312-337-5633 


I 


FOR  AD  RATES 
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BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


lusiness  Services 


LhRITY  NEVER 
KED  SO  GOOD 


■ 

a 
a 
1 
■ 

)  WITH  YOUR  MONOGRAM 
D  FROM  SOUD  BRASS 
TABLt  COMBINATIONS 
1  SECURITY  PROTECTS 
GGAGE.  LOCKERS. 
DISPLAY  CASES 
XKS  IN  PRESENTATION 
119.95  +  $3.96  SHIPPING 
S7UN.J.  SALES  TAX 

OUR  3  INITIALS  IN  ORDER 
)  ONE  MONOGRAM  PER 
ER.  VISA/MC-CHECK/ 
ONEY  ORDER  TO: 

WES  MARKETING  CORP. 
R  RD,  FAIRFIELD,  NJ  07004 
1-800-554-5465 


encyclopedia  of  Records 
tion  contains  over  4,000 
Is  listings  with  retention  pe- 
and  identifies  vital  records 
^ords  that  could  be  mlcro- 
I.  Records  listings  are  bro- 
own  into  over  20  business 
ons.  Contains  a  master  al- 
:tlcal  index.  Price:  $103. 
:  The  Records  Manage- 
Group,  Management  Con- 
Dts,  P.O.  Box  8320, 
ifleld,  IL  60093. 


SEARCH  REPORTS 

'8  academic  topics  available! 
$2.00  for  the  272-page  catalog, 
m-written  reports  also  available 
RESEARCH  ASSISTANCE 

11322  Idaho  Ave  .  #206BF. 

Los  Angeles,  CA  90025 
ill  Free  Hotline:  800-351-0222 
(California:  213-477-8226) 


)  Phone  America (TM) 

The  Leader  in  Turn-Key 
3/900  Audiotext  Systems". 
CC  approved  900#  and  ad  will 
ite  (tens  of)  thousands  (ol  dollars) 
)u  can  do  the  same  To  register  for 
hone  America1™1  Advertising  sys- 
>mpletewith900#,  1-900-445-7499 
083,  100%  refundable  $24  95 
i  to  phone  bill).  


Financial  Services 


iEFINED  RATES,  INC 

esearching  the  lowest  current 
anally  issued  credit  card  rates  " 
w  Major  Credit  Card  Rates 

10.5%-15.96% 
nk  issuers,  addresses,  phone  #'s, 
i  issued,  annual  lee,  interest  rate, 
plications  accepted  nationally 
X  NOW  &  SAVE  INTEREST  $'si 
1-988-9896  Ext.  854  -  $2.00/Min. 


DERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


Menswear/Fashion 


TALL  &  BIG  MEN 


Call  or  send  for  our 
FREE  CATALOG 

■  SHIRTS  TO  24"  NECK  &  40-  SLEEVE 
>  PANTS  TO  72"  WAIST  &  40"  INSEAM 
'  SHOES  FROM  SIZE  12  TO  16EEE. 
'  100%  SATISFACTION  GUARANTEED! 

800-678-6123 
g|-tinC5 


DEPT  2413 -P  O  BOX  9115 
HINGHAM  MA  02043 


MEN'S  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send  ,  v 
for  FREE  " 
CATALOG 


The  Widest  Selection  ol  Ihe  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

Dept  55D  Hingham,  MA  02043 


Corporate  Gifts 


MODEL  CARS 

EWA  &  Miniature  Cars  USA  is  proud  to 
present  their  new  88  page  color  Summer 
catalog.  We  offer  the  largest  selection  ot 
scale  model  automobiles,  automotive 
books  and  foreign  automobile  magazines. 
The  catalog  is  $3.00,  and  refundable  with 
your  tirst  order. 

369  Springfield  Avenue.  Suite  1 1 1 
Berkeley  Heights,  NJ  07922 
Tel  (908)  665-781 1 
Fax  (908)  665-7814 


Computers /Office  Equipment 


iitfrmflRYmflc 


NOUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Collectables 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAMOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1-800-747-3242 


Wine  Cellars 


WINE  CELLARS  by 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  made  in  u  s  a 

\  FACTORY  DIRECT  TO  YOU  v,SAD7scov7RAMX 


! 


SUGG  YOUR 

RETAIL  COST 

$2495  $1695 

2995  1995 

2695  1 795 

1395  995 

1795  1195 

2995  1995 

3995  2995 

Designers'  non  wood  model  60  bottle  glass  door  899  659 

Vinotemp  Int'l ♦  134  W  131st  St  (PO  Box  6161E)*  Los  Angeles,  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

440 

Upright 

400 

700 

Upright 

600 

296 

Credenza 

280 

1 14 

Compact 

1  14 

230 

Two  Doors 

230 

700FUR 

Fur  Vault 

8  to  10  Furs 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 
please  call:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  BW19, 119  N  11th  St.,  Greenpoint,  NY  11211 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch. 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U.S. 
$1 6.50  along  with  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd„  Suite  3 
Walnut,  CA91789 
Tel:  (714)  598-7299 
Attn:  Mr.  Yale 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON.. 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.69 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
Hayward,  CA  94545 


E 


ersonal  Business 


Potables 


CHILLING  OUT 
WITH . . . 
RED  WINE? 


■  f  you're  lucky  enough  to 
Bdine  at  L'Esperance,  an  el- 
Begant  shrine  of  French 
gastronomy  in  the  Burgundy 
hills,  owner  Marc  Meneau 
may  surprise  you  with  the 
wine  he  recommends.  Order 
pigeon  with  watercress  sauce, 
and  Meneau  will  suggest  a 
red  Volnay,  cooled  in  an  ice 
bucket  to  55F.  That's  the 
same  temperature  at  which 
Meneau  serves  white  Burgun- 
dies, such  as  Chablis. 

Chilling  red  wine?  Isn't  that 
the  worst  faux  pas  an  oeno- 
phile  can  commit?  Not  any 
more.  The  French,  arbiters  of 
wine  tastes,  now  drink  many 
of  their  reds  cool.  Americans 
are  catching  on.  A  chilled 
pinot  noir  or  gamay,  served 
with  fowl  or  light  appetizers, 
"is  perfect  on  a  hot  day," 
says  Bruce  Cakebread,  wine- 


NO  FAUX  PAS:  THE  FRENCH  NOW  DRINK  MANY  OF  THEIR  REDS  COOL 


maker  at  Cakebread  Cellars 
in  California's  Napa  Valley. 

Actually,  experts  say  that 
drinkers  are  relearning  old 
wisdom.  Reds  were  always 
drunk  cool,  even  in  winter,  un- 
til wine  cellars  became  rare 
and  central  heating  changed 
the  definition  of  "room  tem- 
perature." Americans  tend  to 
serve  reds  too  warm — and 
white  wines  too  cold — says 
wine  buyer  Craig  Jones  of 
Stars,  a  popular  San  Francis- 
co restaurant.  To  wash  down 


such  Stars  specialties  as  roast 
duck  with  lentils,  wine  stew- 
ards chill  some  reds  to  50F. 

But  don't  stick  a  1962  Cha- 
teau Lafite-Rothschild  in  the 
deep  freeze.  Chilling  rich, 
complex  wines  kills  taste  and 
bouquet.  Instead,  pick  young, 
light,  fruity  reds  as  refresh- 
ing alternatives  to  whites. 

FREEZER   SHOCK.   Just  about 

any  Loire  red  chills  well,  in- 
cluding Bourgueil  and  Chinon. 
So  do  Cotes  du  Rhone,  Ma- 
diran,  Cahors,  reds  from  Pro- 


vence, and  such  light 
dies  as  Savigny-les-^i 
and  Volnay.  Beaujolg 
tages    have  alwaysl 
served  very  cool.  In  tf 
deaux   region,  the 
wines  of  Graves  and  I 
tephe  chill  nicely. 

Among  moderately  I 
chillable  California! 
Cakebread  likes  N«j 
Beaujolais  from  Cha\ 
Shaw  Vineyard  & 
Jones  suggests  Joseph  I 
Vineyards'  red  zinfanq 
Sainisbury  Winery's 
Carneros  Pinot  Noir. 

To  cool  these  reds,  ir 
the  bottle  in  cold  water 
minutes.  Add  ice  if  the 
is  warm.  Make  sure  the! 
covers  the  bottle's  necl 
Meneau  of  L'Espej 
"Otherwise,  you'll  have 
wine  on  top  and  cool 
bottom."  Refrigerating 
0.  K.  for  up  to  two  hoi 
don't  use  the  freeze! 
shock  "breaks  the  wind 

Serving  a  chilled  re| 
shock  tradition-bound 
Just  tell  them  to  keep 
mind  and  imagine  theyl 
ing  in  the  Burgundy  hi 
Stewart  Toy,  Mini 


I  f  you  have  bought  a  house 
I  recently,  your  mailbox  has 
probably  been  flooded  with 
pitches  for  mortgage-protec- 
tion insurance.  Such  policies 
ensure  that  your  mortgage 
will  be  paid  off  if  you  die. 
It's  the  kind  of  coverage 
most  homeowners  shouldn't 
be  without.  But  a  mortgage- 
protection  plan  isn't  the  best, 
or  cheapest,  way  to  get  it. 

The  most  aggressive  mar- 
keters of  mortgage  protec- 
tion are  a  dozen  or  so  insur- 
ers that  solicit  clients  by 
mail.  The  insurers  get  lists 
of  home  buyers  from  banks 
and  mortgage  companies. 
Would-be  policyholders  apply 
by  mail.  They  then  pay  a 
fixed  premium  that  is  tacked 
onto  the  monthly  mortgage 
payment  a  >d  remitted  by  the 
lender  to  tne  insurer. 
<;  'G  drawbacks.  Mortgage- 
pi  Section  policies  have  two 
mair  attractions:  They  pro- 
vide '.-overage  that  exactly 
match,  s  your  mortgage  bal- 
ance, aii>d  you  write  only  one 


Smart  Money 

THE  BEST  WAY 

TO  INSURE  YOUR  MORTGAGE 


check  a  month  for  both  your 
mortgage  and  insurance. 

But  unlike  regular  term  or 
whole-life  insurance,  the  ben- 
eficiary in  a  mortage-protec- 
tion policy  is  your  lender,  not 


WHAT  COVERAGE 
WILL  COST 

Cost  of  $100,000  coverage  for  a  30- 
year-old,  nonsmoking  male 
MORTGAGE  ANNUAL 
LIFE  INSURANCE  PREMIUM 


LIBERTY  LIFE 


$348 


MONUMENTAL  GENERAL 


264 


REGULAR  TERM 
LIFE  INSURANCE 


FIRST-YEAR 
PREMIUM 


METROPOLITAN  LIFE 


$142 


PRUDENTIAL 


165 


*Term  life  premium  rises  as  policyholder  ages 
DATA:  BW 


your  heirs.  Alan  Golden,  an 
agent  for  Prudential  Insur- 
ance in  Bethesda,  Md.,  tells 
his  customers:  "I'd  just  as 
soon  give  the  spouse  the  op- 
tion of  paying  off  the  house 
or  investing  the  money 
and  retaining  the  [home- 
owner] tax  deduction." 
Golden  sells  a  mortgage- 
linked  decreasing-term 
policy  with  coverage 
that  declines  as  the 
mortgage  is  paid  off. 
But  he  prefers  to  steer 
clients  to  term  or  whole- 
life  insurance. 

Regular  term  insur- 
ance is  often  cheaper 
than  mortgage-pro- 
tection coverage.  A  30- 
year-old  male  nonsmoker 
who  insures  a  30-year, 


$100,000  mortgage  wit! 
erty  Life  Insurance  pa; 
annual  premium  of  $34 
$100,000  worth  of  ter 
erage  from  Metropolita: 
Insurance  would  cost 
$142  in  the  first  year, 
premiums  rise  annuall 
few  people  hold  such  p< 
into  their  50s  and  60s, 
charges  skyrocket. 

Adding  coverage  in 
you  are  disabled  and 
pay  premiums  is  also 
er  with  term  insurance 
dential  charges  $175  fi 
first  year  for  $100,0i 
term  with  a  disability  w; 
With  mortgage  insurersj 
ability  coverage  is  a 
add-on  that  varies  depe: 
on  mortgage  payments. 

If  simplicity  is  yourj 
priority,  a  by-the-mail 
gage-protection  policy 
be  a  good  bet.  But  for 
and  flexibility  of  coveraji, 
regular  life  insurance  fjfei 
that  covers  housing  andsti 
er  needs  is  the  simp 
choice.  Amy  B<r 


OK  AIRLINE  SEATING  ISN  T  MUCH  BETTER. 


Pardon  the  slight  exaggeration. 

But  you've  no  doubt  been  on  air- 
es that  squeeze  a  few  extra  rows 
seats  on  their  planes.  Which,  in  turn, 
ueezes  the  passengers  who  have 
sit  in  them. 

At  Alaska  Airlines,  we  believe 


there's  room  for  improvement. 

So,  on  most  of  our  flights  you'll 
find  a  bit  more  legroom,  allowing  you 
to  sit  back,  relax  and  feel  comfortable. 

That  way,  you'll  be  in  a  good  posi- 
tion to  enjoy  our  tasty  meals.  Com- 
plimentary wines.  And  friendly  service. 


Next  trip  up  or  down  the  west 
coast,  call  your  travel  agent  or  Alaska 
Airlines  at  1-800-426-0333.  We'll  try 
not  to  cramp  your  style. 


Voted  "Best  U.S.  Airline"  by  the  readers  of  Conde  Hast  Traveler  magazine 


NOW 
DISAPPEARING 

AT  A 
LOCATION 
NEAR  YOU. 


These  sea  otters  were  once  on  the  brink  of 
extinction.  They  are  doing  better  now,  but 
hundreds  of  other  species  are  in  trouble. 

Since  1951,  The  Nature  Conservancy  has 
protected  millions  of  acres  of  habitat  for 
threatened  species  in  all  50  states.  And  in  a 
novel  way  — we've  bought  it. 

A  good  job  .  .  .  but  not  good  enough.  Time 
is  running  out.  Whole  species  are  vanishing 
every  day. 

So  join  us.  Write  The  Nature  Conservancy, 
Box  CD0021,  1815  N.  Lynn  Street, 
Arlington,  VA  22209.  Or  call  1-800-628-6860. 


Conservation  Through  Private  Action 


Original  concept  courtesy  of  Lewis  &  Partners,  San  Francisco 


For  just  $100  they  can. 

:e  1961,  ACCION  International  has  been  helping  the 
)r  and  hungry  feed  themselves  in  poor  urban  and 
al  communities  throughout  Latin  America  and  the 
ibbean.  In  these  desperately  poor  communities, 
ve  been  providing  hard-working  men  and  women 
ti  otherwise  unattainable  fair-rate  small  business  loans, 
hout  these  fair-rate  loans,  thousands  of  shoemakers, 
;ers,  artisans  and  street  vendors  would  be  unable  to 


make  a  living.  But  thanks  to  ACCION,  people  who  only 

one  year  ago  were  barely  able  to  keep  their  families  alive, 

today  have  paid  their  loans  back  in  full  and  have  been 

given  a  chance  to  better  their  lives. 

More  importantly,  they've  been  given  back  their  dignity. 

All  it  takes  is  for  you  to  believe  in  them. 

For  more  information  or  to  send  a  contribution,  write  to 

ACCION  International,  1385  Cambridge  St.,  Cambridge, 

MA  02139  617-492-4930. 


ACCION  International 


86C-CA 
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Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


if**1 


re* : 


With  a  First  Interst 
commercial  banker  on 
your  team,  you  have  ar 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committ< 
to  establishing  long-ter 
relationships  with  their 
customers.  Relationship 
built  on  trust,  response 
ness  and  flexibility  Rel;-! 
tionships  designed  to 
help  meet  the  needs  of 
your  company — now  aid 
in  the  future. 

There  are  regional 
commercial  banking  cn 
ters  located  throughout 
California.  Let  us  know 
how  we  can  help  you- 
then watch  us  go  to  won. 

O First 
Interstate 

Bank 

We  go  the  extra  mile  for  you: 


Member  FD1C 


FICA 
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27 
million 
Americans 
can't  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


Cjoukm  Coalition  for  Literacy 
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BUSINESS  WEEK  PRESENTS 
A  SPECIAL  ADVERTISING  SECTION 


OPEN  SYSTEMS 


Managing  the  transition 


Issue  Date:  October  14,  1991 
Closing  Date:  September  2,  1991 
North  America  Edition 


Across  America,  major  companies  have  identified  a  need 
to  "retool"  their  computer  and  communications  infra- 
structure. Open  Systems  -  based  on  neutral  standards  - 
are  being  adopted  as  a  necessary  technology  platform. 

To  help  bring  clarity  to  the  market,  this  special  section  will 
present  the  results  and  conclusions  of  the  OMR  Group's 
Strategies  for  Open  Systems  program. 

Business  Week  reaches  more  decision-makers  in  the 
information  technology  category  than  any  other  business 
magazine  or  trade  publication.* 

'  1990  Purchase  Influence  in  American  Business. 

For  more  information,  please  contact: 

James  H.  McGraw,  IV  Frank  Mitchell 

Director,  Strategic  Marketing  Group  Project  Director 
(212)  512-4048  (617)  262-1160 
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ENTARY 

'kets  rebounded  with  a 
ous  gain  following  the  stun- 
ding  to  the  Soviet  coup  on 
I ,  The  Dow  industrials 
88  points,  more  than  wip- 
the  Aug.  1  9  losses  when 
cs  rumbled  onto  the  streets 
:ow.  But  there  was  little  joy 
stockholders,  as  the  stock 
in  response  to  reports  that 
rd  &  Poors  may  consider  a 
ading  of  ibm's  AAA-rated 
Gold  also  took  it  on  the 
Iling  $3.50  an  ounce. 
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Aug.  Feb. 


Aug.    Aug  15-21 
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Aug  Feb. 
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r 

in 
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Aug.  15-21 


THE  DOLLAR 

Aug.  Feb. 


Aug.   Aug.  1421 


J. P.  Morgan 
Index 


52-week  change 
+23.4% 


1  -week  change 
+0.2% 


52-week  change 

+9.3% 


1  -week  change 
0.0% 


52-week  change 
+4.6% 


1  -week  change 
+0.5 


KET  ANALYSIS 


%  change 


TOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

)NES  INDUSTRIALS 

3001.8 

-0.1 

17  3 

90-DAY  TREASURY  Bill  YIELD 

5.43% 

5.44% 

7.9% 

MPANIES  (Russell  1000) 

204.7 

0.1 

25.2 

30-YEAR  TREASURY  BOND  YIELD 

8.07% 

8.07% 

9.1% 

COMPANIES  (Russell  2000) 

175.0 

0  1 

25.9 

S&P  S00  DIVIDEND  YIELD 

3.2% 

3.1% 

3.6% 

MPANIES  (Russell  3000) 

217.3 

0.1 

25.2 

S&P  S00  PRICE/EARNINGS  RATIO 

20.0 

19.9 

14.8 

IGtl  STOCKS 


Latest 


%  change  (local  currency) 
Week  52-week 


TECHNICAL  INDICATORS 


latest  Week  ago 


N  (FINANCIAL  TIMES  100)  26019  -0  3  23  6 

(NIKKEI  INDEX)  22,0516  -5  7  -12  5 

TO  (TSE  COMPOSITE)  3512  0  -0  8  2  4 


S&P  500  26-week  moving  average  378.3  377.6 

Stocks  above  26-week  moving  average  46.3%  53.9% 

Speculative  sentiment:  Put/call  ratio  0  48  0.36 

Insider  sentiment:  Vickers  sell/buy  ratio  2.75  2.98 


Reading 

Positive 
Neutral 
Positive 
Negative 


USTRY  GROUPS 


-WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


BRIDGE  INFORMATION  SYSTEMS  INC. 


%  change 
4-week  52-week 


Price 


INGS  AND  LOANS 

11.2 

33.0 

H.  F.  AHMANSON 

12.5 

117 

19  Vs 

S0NAL  LOANS 

8  2 

46.2 

HOUSEHOLD  INTERNATIONAL 

112 

59.1 

54  '/2 

T  DRINKS 

8  0 

42.7 

PEPSICO 

9.1 

29.1 

31  Ve 

ACC0 

6.8 

51.9 

PHILIP  MORRIS 

7.3 

55.2 

70  <A 

OR  REGIONAL  BANKS 

6.3 

45.5 

SHAWMUT  NATIONAL 

51.9 

9.7 

9  % 

-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

0M0BILES 

-15.9 

-10.9 

CHRYSLER 

-19.6 

-11.8 

ii  '/. 

INEERING  AND  CONSTRUCTION 

-1 2.5 

6.2 

FLUOR 

-14.5 

3.6 

39  3A 

S 

-11.5 

47.7 

HASBRO 

-14  3 

69  2 

24  3A 

NUFACTURED  HOUSING 

-1 1.3 

46  0 

FLEETWOOD  ENTERPRISES 

-11.9 

62  3 

30  5/s 

LINES 

-11.0 

14.3 

DELTA  AIR  LINES 

-15.8 

12  4 

62  Vi 

ITUAL  FUNDS 


ERS 

eek  total  return 


LAGGARDS 

%       Four-week  total  return 


HELD  VALUE  8  6 

ADMAN  INVESTMENT  7.3 

ELITY  SELECT  FINANCIAL  SERVICES  7  2 

sk  total  return  % 

ELITY  SELECT  BIOTECHNOLOGY  718 

ELITY  SELECT  MEDICAL  DELIVERY  68  1 

A  CAPITAL  DEVELOPMENT  66  5 


STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
STRATEGIC  SILVER 

52-week  total  return 


-18.0 
-13.8 
-13.1 


STRATEGIC  INVESTMENTS  -38.2 
RUSHM0RE  PRECIOUS  METALS  INDEX  PLUS  -37 .1 
STRATEGIC  SILVER  36  1 


rtctccccal  S&P  500 

4-week  total  return 


MORNINGSTAR  INC 

hVMB    Average  fund 
52  week  total  return 


LATIVE  PORTFOLIOS 


r  amounts 
sent  the  present 
of  $10,000 
ted  one  year  ago 
:h  portfolio 

ntages.  indicate 
ay  total  returns 


U.  S.  stocks 
$11,901 


-2.62° 


Hi 


Treasury  bonds 
$11825 

+0.77% 


IIII 


Money  market  fund 
$10,588 

+0.11% 


Foreign  stocks 
$9,514 

-5.67% 


DATA  RESOURCES  INC 


Gold 
$8,737 

+0.42% 


i  on  this  page  are  as  of  market  close  Wednesday,  August  21,  1991,  unless  otherwise  indicated. 
t  groups  include  S&P  500  companies  only,  performance  and  share  prices  ore  as  of  market  close 


August  20  Mutual  fund  returns  are  as  of  August  16  Relative  portfolios  are  valued  as  of  August  20  A 
more  detailed  explanation  of  this  page  is  available  on  request. 
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THREE  DAYS  THAT  SHOOK  THE  WORLD 


Hard-line  Soviet  party  and  military  leaders  launched 
their  abortive  power  grab  as  a  preemptive  strike  to 
protect  their  own  jobs  and  influence.  Their  immedi- 
ate aim  was  to  prevent  Russian  President  Boris  Yeltsin  and 
leaders  of  eight  other  republics  from  signing  a  treaty  on 
Aug.  20  to  set  up  a  looser  federation — thus  shifting  to  the 
republics  much  of  the  power  and  resources  controlled  by  the 
central  government  apparatchiks  (page  20). 

But  their  failed  coup  has  paved  the  way  instead  to  precise- 
ly the  sort  of  decentralized,  democratic  federation  that  they 
desperately  sought  to  torpedo.  Now,  the  bungled  coup 
seems  certain  to  give  a  powerful  new  impetus  to  the  political 
and  economic  reforms  that  had  been  set  in  motion  by  Soviet 
President  Mikhail  Gorbachev  but  which  the  hard-liners  had 
partly  stalled.  If  the  move  toward  democracy  accelerates,  as 
seems  likely,  Western  governments  will  be  dealing  with 
leaders  in  the  Kremlin  and  the  other  republics  who  have  real 
electoral  mandates  to  normalize  relations  with  the  West  and 
sweep  away  the  vestiges  of  the  cold  war.  And  economically, 
the  hard-liners'  implosion  should  clear  away  many  of  the 


political  and  ideological  roadblocks  to  market  refc 
The  immediate  result  will  be  the  signing  of  the  trea 
restructure  the  Soviet  Union.  For  the  U.  S.  and  its  Wei 
allies,  conducting  relations  with  a  decentralized  feder 
may  be  more  complicated,  in  some  ways,  than  doing 
ness  with  the  former  tightly  run  Communist  regime.  Y< 
and  his  huge  Russian  Republic  will  clearly  dominate 
revamped  union,  but  the  West  will  new  have  to  sort  ou 
overlapping  authorities  of  Moscow's  weakened  central 
eminent  and  the  newly  assertive  republics. 

Up  to  now,  the  U.  S.,  Western  Europe,  and  Japan 
rightly  taken  a  wait-and-see  attitude  toward  Gorbac] 
efforts  at  economic  reform.  Now,  with  Yeltsin  in  a  po 
to  help  push  reforms  farther  and  faster,  the  West  can 
greater  confidence  that  Gorbachev  will  deliver  on 
pledges  of  radical  market  reform.  With  that  reassuij 
Washington  and  other  Western  capitals  should  considei 
ing  more  help  now,  when  it  is  badly  needed  to  bolster  9 
democrats  and  make  sure  that  the  Marxist  hard-liner 
permanently  swept  aside. 


THE  LESSON  TO  BE  LEARNED  FROM  SALOMON 


Take  a  moment  to  reflect  on  the  enormity  of  the  disas- 
ter that  Salomon  Brothers  has  brought  down  on  its 
own  head.  Its  three  top  officers,  one  of  them  a  giant 
on  Wall  Street,  have  left  in  disgrace.  The  firm's  reputation 
has  been  sullied  as  revelations  of  its  misbehavior  multiply. 
And  on  Aug.  17,  the  Treasury  Dept.  banned  the  firm  from 
bidding  in  its  auctions  (page  66). 

The  total  blackballing  lasted  only  a  few  hours.  Salomon's 
largest  shareholder,  Omaha-based  investor  Warren  Buffett, 
persuaded  Treasury  Secretary  Nicholas  Brady  that  Salomon 
could  be  mortally  wounded  by  a  complete  ban.  The  firm  was 
told  it  could  bid,  but  only  for  its  own  account.  Brady  was 
wise  to  heed  Buffett.  Treasury  bonds  and  bills  are  the  basis 
for  many  of  the  sophisticated  instruments — swaps,  options, 
and  futures — in  which  the  firm  is  a  leader  worldwide.  Pro- 
tecting the  integrity  of  the  U.  S.  government-bond  market 
does  not  require  destroying  a  company  that  has  an  impor- 
tant competitive  edge  in  world  financial  markets. 

But  the  Treasury  market  must  be  kept  honest  beyond  any 
doubt.  That  is  why  the  New  York  Fed,  which  was  handed 
the  job  of  monitoring  the  auctions,  demanded  and  got  the 
resignations  of  Chairman  John  Gutfreund,  Vice-Chairman 
John  Meriwether,  and  President  Thomas  Strauss.  The  mes- 
sage should  echo  loud  and  clear  up  and  down  Wall  Street: 
Nobody  will  be  allowed  to  manipulate  the  price  or  have 
undue  influence.  Miscreants,  the  Fed  told  the  Street,  will  be 
pursued  and  punished. 
To  guarantee  the  honesty  of  the  Treasury  market,  Wash- 


ington must  also  change  the  way  it  handles  the  sale 
debt.  As  things  now  stand,  the  rules  of  the  government 
game  permit  a  dealer  to  buy  35%  of  any  government 
issue,  a  proportion  obviously  high  enough  to  tempt 
would-be  market-rigger.  The  Fed  has  not  been  adequ 
sensitive  to  the  failure  of  the  35%  rule  in  the  real  world 
market  had  been  buzzing  for  months  with  rumoi 
squeezes,  including  the  one  that  occurred  in  the  May, 
Treasury  auction  of  two-year  notes — rumors  that  BU^ 
week  heard  and  analyzed  (BW— July  1).  The  35%  limit  I 
too  high.  Bring  it  down  to  20%  for  any  firm,  as  the  Trej 
has  suggested  in  a  trial  balloon. 

There  is  also  evidence  that  the  basic  system  that  Was 
ton  uses  to  distribute  government  bonds  is  seriously  flJ 
Giving  40  firms,  the  primary  dealers,  the  opportune 
glean  special  information  in  exchange  for  a  pledge  to  b 
every  government  issue  invites  abuse.  The  primary-d 
system  is  a  form  of  discrimination;  the  rules  of  the  gd 
ment-bond  market  must  be  changed  to  provide  equal  d 
tunity  to  all. 

Washington  set  up  government-bond  auctions  the  vj 
did  because  it  wanted  an  orderly,  controlled  marka 
government  securities.  But  auctions  that  give  special 
leges  to  a  government-sanctioned  oligopoly  were  the  lo<j 
the  Salomon  disaster.  The  Treasury  and  the  Fed  ca 
longer  be  satisfied  that  they  have  created  a  ready  nl 
for  the  mountain  of  government  debt.  They  must  ala 
sure  that  the  Treasury  market  is  squeaky-clean. 
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After  Vourlfears 

Of  Study 

At  An  Alabama 
University, 


It  may  surprise  you  that  it 
could  take  four  years  of 
study  to  prepare  us  to  work 
for  McDonald's.  Unless,  of 
course,  you've  heard  about 
our  revolutionary  new 
product.  Because  Auburn 
rchers  have  developed  a  product  you  can  sink  your 
into-a  new  low-fat  hamburger.  It's  the  leanest 


Researchers  at 
uburn  University, 
led  by  Dr.  Dale 
fftnan,  developed  a 
I  percent  fat-free 
hamburger— the 
nest  burger  you  can 
et  without  losing 
vr  and  juiciness.  It's 
rtofa  whole  line  of 
ner,  healthier  foods 
eing  developed at 
Auburn. 


their  national  headquarters  here.  Faculty  research  in 
magnetic  information  systems  supports  their  work 
in  developing  non-corroding  magnetic 
tape,  miniaturized  systems  for  school 
language  labs,  and  extensive  library 
information  systems. 

Alabama  researchers  also  developed  a 
new  manufacturing  system  for  General  Motors,  saving 
one  plant  $3.2  million  in  operating  costs  in  eight  months' 


fryou  can  buy  without 
gup  all  the  flavor, 
low  McDonald's  is 
ngit  up  as  a  hot 
product, 
e  McLean  isjust 
access  story 
ting  from  the 
partnership 
ten  research  and 


Our  Vfrbrk. 


stry  in  Alabama.  Our  universities  and  research  centers 
a  long  history  of  working  with  industry,  develi  >ping 
vative  products  and  services, 
ie  research  support  provided  by  the  University  of 
'ama  helped  A  persuade  JVC  America  to  establish 


eyre 
ippmg  Over  - 


number  of  GM  employees  in  the  area. 

With  all  the  years  of  study  researchers  in  Alabama  have 
invested,  they're  well  prepared  to  work  for  an  auto  plant, 
a  fast-food  restaurant,  or  a  high-tech  manufacturer.  Offering 
their  expertise  in  disciplines  from  agriculture  to  electronics 
to  medicine.  Developing  products  and  services  that  impn  ive 
the  way  people  live— and  keep  profits  sizzling.  If  your 
company  thrives  on  research,  chances  are,  Alabama 
expertise  can  serve 
you  well. 


more  information,  contact  the  Economic  Development  Pannership  of Alabama:  P.O.Box  2641.  Birmingham.  Alabama  35291-0001:205  250-2226 
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Why)* 

sho 

Graphical  computing  is  the  way  the  world  is  going. 

The  editorials  agree.  The  industry  pundits  agree. 
Even  our  competitors'  ads  agree. 

The  kind  of  computing  Apple  Macintosh  personal 
computers  first  made  popular  back  in  1984  is  the  way  a 
computer  should  work. 

But  with  a  head  start  of  several  years,  a  long  history 
of  innovation  and  an  architecture  optimized  for  graphical 
computing  from  the  very  beginning,  Macintosh  remains 
the  definitive  form  of  graphical  computing. 

And  now,  with  new  Macintosh  versions  of  some  of 
the  most  popular  DOS  programs,  you  can  have  all  the 
benefits  of  a  Macintosh  without  sacrificing  any  of  your 
investment  in  MS-DOS  PCs,  applications  and  data. 

Tike  Lotus  1-2-3  for  Macintosh.  Its  a  whole  new  kind 
of  Lotus  1-2-3  created  expressly  for  Macintosh.The  editor 
of  the  industry  newsletter  Softletter  calls  it  nothing  short 
of  "a  design  triumph'.' 

It  has  the  power  you  expect  from  the  world's  most 
popular  spreadsheet.  Plus  exciting  new  features  like  the 
flexibility  to  directly  manipulate  data,  text  and  graphics 
all  in  the  same  file.  And  a  new  level  of  charting,  graphing 
and  drawing  capability  that's  unique  to  Macintosh.  (And 
it's  fully  compatible  with  all  other  versions  of  1-2-3.) 

Or  consider  the  new  WordPerfect  for  Macintosh.  Its 
compact,  easy-to-understand  menus  and  streamlined 
dialog  boxes  give  you  easy  access  to  all  the  features  you're 
used  to  from  the  leading  word  processor,  along  with 
some  exciting  new  capabilities  added  just  for  Macintosh. 

For  example,  a  graphics  and  drawing  package  is  built 

For  more  information  about  Lotus  1-2-3,  call  800-TRADEUP,  ext.  6001.  About  FoxBASE+/Mac,  call  800-837-FOX2.  About  WordPerf  l.  < 

t  mi  VfilrOmpukr  Im  Aff'U  HxUiplelw  Hoc  VrnrUrO,  and  Tlx  purr  to  be  wur  besl  mrr^edtradermrk  arxdsi^lMir^alraJ^ 

of  \linmfl  Crjrj,  I  MX  is  a  r«iilm/  trademark  of  I  mi  SyUm  Labmalow*  Im  W2  il  a  revered trademark  of  Inlmalvmal  guanas  Itatmi-i  Cup  »f  I!  a  registered  Irailemark  of  Are  Era  Sofltiare  Im  Venlum  of  Ibird-part,  fmduOs  bjor  mfoma*i* 


)0S  computer 

tocintosn. 

right  into  the  program.  Which  means  graphic  images, 
charts  and  sidebars  can  be  added  and  edited  without 
any  reformatting  hassles. 

There's  also  the  powerful  new  FoxBASE+/Mac, 
which  is  up  to  10  times  faster  than  most  other  database 
packages.  It  takes  Hill  advantage  of  the  graphic,  intuitive 
Macintosh  way  of  working,  and  allows  Macintosh  and 
DOS  users  to  access  the  same  data  simultaneously.  And 
it  can  read  dBASE  files,  too. 

There's  even  Novell  NetWare  for  Macintosh,  which 
connects  Mac  into  the  most  popular  PC  networking 
software  in  the  world  today.  It  lets  you  take  advantage  of 
the  networking  capabilities  built  into  every  Macintosh 
personal  computer  to  integrate  with  virtually  any  other 
operating  system:  MS-DOS,  Windows,  OS/2  and  even 
UNIX  and  SNA  environments. 

All  these  programs  take  advantage  of  the  built-in 
Apple  SuperDrive"  disk  drive  to  let  you  easily  exchange 
information  between  your  MS-DOS  PCs  and  Macintosh 
computers  on  a  standard  ty"  floppy  disk. 

Like  all  Macintosh  programs,  they  let  you  copy  work 
you've  done  from  one  and  paste  it  into  another,  so  their 
combined  power  is  even  greater. 

For  more  information  on  all  these  programs,  see 
the  phone  numbers  listed  below.  Or  visit  the  authorized 
Apple  reseller  nearest  you. 

You'll  discover  that  Macintosh  may  be  the  most  pow- 
erful, flexible,  affordable  DOS  computer  you 
can  buy  today.  The  computer  with  the  power 
you  really  want.  The  power  to  be  your  best. 

i-7820.  About  NetWare,  call  800-NETWARE.  For  the  name  of  the  authorized  Apple  reseller  near  you,  call  800-538-9696,  ext.  825. 

tent  Corporation  FaxBASE*  and  FoxBASE+/Mac  are  registered  trademarks  of  Fax  Software,  fnc  WordPerfect  is  a  regiskred  trademark  of  WordPerfect  Corp  NetVbre  v>  a  registered trmtemark  ofSoiell.  Int  MvDOS  i>  a  rendered  tnutemark  and  \ltntt>w\  u  a  trademark 
tyeaficatmm  and  descriptions  uere  supplied  by  the  respectife  tender  <*  supplier  Ml  understandings,  agreements  or  warranties  if  any,  take  place  directly  between  the  tendon  and  the  prospectii  e  users  Thi\  ad  was  created  using  Macintosh  personal  computers 
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AFTER  THE  SOVIET  UNION 

The  empire  is  gone — so  what's  left? 
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nationalists,  and  politicians.  A  hero 
leader  who  is  acting  more  and  more 
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the  republics.  But  if  the  new  Soviet 
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The  production  index  declined  during  the  week  ended  Aug  17  On  a  seasonally 
adjusted  basis,  output  of  autos  and  trucks  geared  up  as  plants  reopened  for  the 
new  model  year  Steel,  crude-oil  refining,  and  paper  production  increased  as  well. 
Electric  power,  lumber,  coal,  and  paperboard  output  levels  and  rail-freight  traffic  fell 
for  the  week  Before  calculation  of  the  four-week  moving  average,  the  index 
dropped  to  176.5,  from  176.8 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The  leading  index  continued  to  fall  during  the  week  ended  Aug  17  In  the  latere 
week,  lower  bond  yields,  a  slower  rate  of  decline  in  materials  prices,  a  drop  in  th 
number  of  business  foilures,  and  a  pickup  in  the  growth  of  real  estate  loans  addei" 
positive  signals  for  the  economy.  Stock  prices  and  M2  growth  were  virtuallrl 
unchanged  Before  calculation  of  the  four-week  moving  average,  the  index  increase! 
to  210  4,  from  209.6  in  the  previous  week. 

Leading  index  copyright  1  99 1  by  Center  for  Intern ationol  Business  Cycle  Research 
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77,645 

74,843r# 

2.7 

INDUSTRIAL  MATERIALS  PRICES  (8/23) 

96  6 

96.4 

9 

ELECTRIC  POWER  (8/24)  millions  of  kilowatt-hours 

62,667 

62,775# 

0  7 

BUSINESS  FAILURES  (8/16) 

355 

383 

28 

CRUDE-OIL  REFINING  (8/24)  thous  of  bbl./day 

13,873 

13,786# 

-1.9 

REAL  ESTATE  LOANS  (8/1 4)  billions 

$399  7 

$399.0r 

4 

COAL  (8/17)  thous.  of  net  tons 

20,388# 

20,583 

-0.6 

MONEY  SUPPLY,  M2  (8/ 1 2)  billions 

$3,401.2 

$3,398  7r 

3 

PAPERBOARD  (8/17)  thous  oftons 

785.9# 

805. 3r 

7  7 

INITIAL  CLAIMS,  UNEMPLOYMENT  <8/i0)th 

ous.  430 

408 

17. 

PAPER  (8/1  7)  thous.  oftons 

770. 0# 

764. Or 

-0.1 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Bocrd,  Labor  Dept  CIBCR  seasonally  a> 
justs  data  on  business  failures  and  real  estate  loans. 

LUMBER  (8/17)  millions  of  ft. 

488. 7# 

506  5 

8.2 

RAIL  FREIGHT  (8/17)  billions  ofton-miles 

19. 9# 

19  9 

-3.4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA1,  SFPA:,  Association 
of  American  Railroads 


MONTHLY  ECONOMIC  INDICATORS 


■  M:HM!l^!M![rT 


Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (8/28) 

137 

137 

144 

GERMAN  MARK  (8/28) 

1.74 

1.76 

1.56 

BRITISH  POUND  (8/28) 

1.69 

1.67 

1.91 

FRENCH  FRANC  (8/28) 

5  90 

5.96 

5  25 

CANADIAN  DOLLAR  (8/28) 

1.14 

1.14 

115 

SWISS  FRANC  (8/28) 

1  52 

1.53 

1.30 

MEXICAN  PESO  (8/28) 

3  034 

3,032 

2,886 

Sources:  Mapr  New  York  bonks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
pound  expressed  in  dollars. 


PRICES 


Latest 

week 


Week     %  Change 
ago      year  ago 


GOLD  (8/28)  $/troy  02 


354.500  356.300 


7  8 


STEEL  SCRAP  (8/27)  #1  heavy,  $/ton 


94  00 


94.00 


-20  3 


FOODSTUFFS  (8/26)  index  1967=100 


204.9 


199  8 


5  5 


COPPER  (8/24)  c/lb 


104.8 


105.5 


-22  5 


ALUMINUM  (8/24)  c/lb 


57  9 


57.9 


-29  4 


WHEAT  (8/24)  #2  hard,  $/bu. 


3  07 


3  11 


6.2 


COTTON  (8/24)  strict  low  middling  1  1/1  6  in  ,  C/lb.  65.36 


64  78 


-12  3 


Sources:  London  Wednesday  final  , erring,  Chicago  market,  Commodity  Research  Bureau,  Meta/s 
Week,  Kansas  City  market,  Memphis  market 


Latest 
month 

Month 
ago 

%  Chang! 
year  ag< 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (July)  billions 

$129  9 

$1  17  3r 

0  . 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (July)  millions 

$40,791 

-$2,460r 

-57.1 

EXPORTS  (June)  millions 

$34,839 

$35,271 

3  ( 

IMPORTS  (June)  millions 

$38,860 

$40,062 

-3.: 

Sources:  Commerce  Dept ,  Treasury  Dept 

r.i.nuiui!  .lu.w.i:  imimmi  minim 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (8/1 2) 

$862.4 

$867  7r 

5.9 

BANKS'  BUSINESS  LOANS  (8/14) 

299.9 

301. 9r 

-8.7 

FREE  RESERVES  (8/21 ) 

657 

179r 

NM 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/14) 

140.7 

143.5 

-3.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  f 
two-week  period  in  millions). 

ee  reserves, 

vhich  are  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (8/27) 

5.59% 

5.57% 

8.08% 

PRIME  (8/28) 

8.50 

8.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (8/27) 

5.74 

5.62 

7.96 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/28) 

5  66 

5  56 

8  04 

EURODOLLAR  3-MONTH  (8/24) 

5  58 

5.61 

8.13 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed}  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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We  did  it. 
Were  down  to  one  piece  of  plastic. 
Some  people  wonder  how  we  manage  with  just  one  credit  card. 
We  tell  them  it's  a  Private  Issue. 


ouc#vw 

Z 3000  oooo  oooo 


TTm"  I 
1 1  •«•« 


Your  credit  card  shouldn't  be  like  everyone  else's.  Yours  should  have  a  credit  line  of  at  least  $5,000,  interest-free*  cash 

SS^s^^SgSj  Your  credit  card  should  be  aPrivate  Issue*. 

pay  a  special  1.5%  Cashback  Bonus.**  

*When  balance  is  paid  in  full  each  month.  Cash  transaction  fee  is  2.5%  ($2  minimum,  $10  maximum).  If  finance  charge  applies  it  is  at  least  50C.  19.8%  APR  except 
18%  in  ME,  NC  and  WI.  $40  Annual  Fee.  **Up  to  L5%  yearly;  based  on  annual  level  of  purchases.  ©  1991  Greenwood  Trust  Company,  member  FDIC 


Fiber  optics  provti\ 


This  fused  image  conductor  is  composed  of 
approximately  250.000  individual  optical 
glass  fibers  Each  fiber  transmits  a 
portion  of  an  image  Combined 
they  conduct  the  bee's 
image  around  the 
bend 


The  eye  of  a  bee  is  made  up  of  about 
9,000  facets.  Each  facet  picks  up  a 
portion  of  an  image  which  is 
conducted  to  the  bee's  brain  along 
its  individual  optic  nerve. 

 That's  how  the  bee  gets  to 

see  the  whole  picture. 

 Fused   and   flexible  fiber 

optics  image  conductors  made  up 
of  glass  fibers  work  along  the  same 
lines.  They  are  composed  of  some 
1  million  individual  glass  fibers. 


 Each  fiber  transmits  a  por- 
tion of  an  image.  And  to  ensure  the 
composite  image  won't  get  out  of 
whack  en  route,  the  fibers  at  the 
output  of  the  image  conductor  must 
be  arranged  exactly  as  those  at 
the  input. 

 Some    fibers    for  image 

conductors  are  as  thin  as  .00025  of 
an  inch.  They  consist  of  two  types  of 
glass:  an  inner  core  of  high 
refractive  glass  and  a  cladding  of 


lower  refractive  glass.  The  total 
reflection  at  the  boundary  between 
these  glasses  causes  light  to 
become  captured,  forcing  it  to  travel 
along  the  entire  lenght  of  the  fiber 
before  it  can  exit  at  the  output. 
That's  why  it's  possible  to  conduct 
images  around  a  bend. 

 Image    conductors  from 

Schott  Fiber  Optics  enable  you  to 
explore  the  hidden  reaches  of 
cavities  which   are   not  directly 


tyf  perspectives. 


?ye  of  a  bee  is  made  up  of 
oximately  9,000  facets. 

one  picks  up  a  certain 
on  of  an  image.  These  por- 

combined  result  in  the 
oosite  image  which  the  bee 
to  see. 


accessible  to  the  eye.  The  best 
known  application  of  such  image 
conductors  is  in  flexible  endo- 
scopes. They  allow  the  physician  to 
examine  the  body's  inner  organs  - 
and  to  even  operate  on  them  - 
without  major  surgery.  Flexible 
fiberscopes  with  fiber  optics  image 
conductors  also  save  mechanics 
the  trouble  of  having  to  dismantle 
an  entire  assembly. 
 Fiber  optics   image  con- 


ductors 
Schott's 
Today's 
depend 
Schott. 

 Schott 

products,  50 


are  just  one  example  of 
R&D  achievements, 
emerging  technologies 
on  special  glass  from 


worldwide 
production 


50,000 
facilities, 


represented  in  more  than  1 00  coun- 
tries, with  over  $  1,5  billion  in  sales. 

 Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 


 Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  B6, 
3  Odell  Plaza,  Yonkers,  NY  10701. 


7~S 

SCHOTT 

Nobody  knows  more  about  glass. 
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PCs  OF  THE  FUTURE: 
JUST  ANOTHER  TOOL? 


The  PC  has  provided  us  with  a  pletho- 
ra of  tools  that  have  expanded  our 
capacity  and  redefined  the  way  we  work 
("PCs:  What  the  future  holds,"  Cover 
Story,  Aug.  12).  But  using  all  the  latest 
tools  can  be  detrimental  to  productivity. 
Word  processors  provide  an  ease  of  edit- 
ing and  formatting  unknown  with  type- 
writers and  carbon  pa- 
per, and  the  result  is 
endless  rewriting  and  re- 
vising. Spreadsheets — 
sophisticated  analyses 
(and  re-analyses)  of  nu- 
merical questions — 
would  not  have  been  fea- 
sible without  armies  of 
accountants  equipped 
with  adding  machines 
and  ledger  pads.  So  we 
go  into  analysis  paraly- 
sis, providing  revised 
forecasts  and  budgets, 
complete  with  3-D  charts 
and  graphs.  And  even 
worse,  those  analyses,  when  coming 
from  consultants — based  on  rough  esti- 
mates, but  calculated  to  the  fourth  deci- 
mal place — have  come  to  replace  basic 
knowledge  and  judgment  in  our  decision- 
making process. 

Data,  graphics,  and  sound?  Multi- 
media? Desktop  video?  The  next  10 
years  sound  neat  and  full  of  pizzazz,  but 
don't  count  on  a  lot  of  productivity  un- 
less you  have  someone  who  knows  how 
to  apply  the  technology — and  probably 
more  important,  when  not  to. 

Francis  S.  Patrick 
Clemmons,  N.  C. 

ultimedia  pizzazz  to  conquer  the 
ihome  PC  front?  Dream  on.  The  big- 
gest mistake  all  PC  manufacturers  risk 
making  during  the  '90s  is  chasing  the 
couch  potato.  Understand,  please,  that 
computers  are  merely  tools  for  enhanc- 
ing human  output.  Translation:  work. 
The  last  thing  I  want  at  the  end  of  a 
long  day  of  computers  is  to  waste  time 
with  the  stupid  things  at  night. 

Unfortunately,  the  '90s  will  reveal  to 
enthusiasts  that  computers  are  mun- 


dane, essential  workhorses — to  be  I 
pared  with  such  exciting  endeavorB 
power  generation  or  radio  transmisfc 
Siegfried  P.  Duray! 
Chief  Financial  Of! 
Schneider  Securities  1 
De 

Lester  Thurow's  question — "Whjl 
we  have  all  these  wondrous  thiS 
and  productivity  gains  aren't  sho\M 
hould  be  no  mystery.  Thil 
wondrous  or  not,  doB 
produce  desired  rem 
until  effectively  B 
ployed  by  people.  1 
people  vary  widely! 
what  works  for  tm 
both  in  the  learning  § 
cess  and  in  performa! 
As  with  language,  I 
pie  think  with  the  tl 
they  relate  to.  The  cl 
lenge  for  education  I 
management  is  to  re! 
nize  individuality  and! 
cus  on  helping  indil 
uals  discover  wfl 
things  and  methl 
work  best  for  them.  Then,  the  vast  an 
of  technology  at  our  disposal  standi 
better  chance  of  producing  the  gains! 
desire. 

Fritz  de  9 
Hendersonville,  Nl 

Advances  in  computer  hardware  h! 
ibeen  like  putting  stronger  spri! 
on  mousetraps:  Any  mousetrap  will! 
an  adequate  job,  but  the  stronger  o! 
just  look  better  in  the  brochure.  The  a! 
cle,  in  its  wish  list  of  new  computer! 
pabilities,  was  really  talking  about  apj 
cations,  not  hardware  or  operat! 
systems. 

George  Pie! 
Ivy  Computer  Applicati<| 
Lima,  0| 

Your  reporting  was  astute  in  point! 
out  that  both  hardware  and  s(| 
ware  need  to  become  more  usable.  Pi 
haps  it  is  time  for  the  PC  industry  to  b| 
little  less  arrogant  and  condescend! 
and  to  treat  users  with  the  respect  cl 
those  who  supply  an  endless  flow  I 
money  to  purchase  instantaneously  J 
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WE'RE  THE  OLP  MASTERS  OF 
FINANCIAL  SECURITY 

GET  MET.  ITPAVS1 

&  Met  Life 

©  1991  Metropolitan  Lite  Insurance  Co.,  NY,  NY  SNOOPY  ®  1958  United  Feature  Syndicate.  Inc 


WHEN  19,000  CAREERS 
ARE  ON  THE  LINE 

YOU  DON'T  CALL  AN 
ORDINARY  PHONE  COMPANY. 

Forget  ivy-covered  walls  and  lounging  on  the  grass.  Today's  students  arc  rushing  to  meet 
the  21st  ( Century.  Libraries  are  now  "multimedia  buildings."  Lecture  halls  are  "instructional 
telecommunications  centers."  and  laboratories  are  "applied  technology  facilities."  At  California  State 
University,  Fresno,  there's  even  a  special  system  to  integrate  all  of  these  resources. 

It's  called  a  telephone. 


The  F9600  Digital  Telephone  Irom  Fujitsu  a  $21  billion 
gioDal  telecommun  cations  leader  serving  over  100  countries 


Actually,  the  students  ot  CSUF  call  it  the  "super  phone"  -  and  rightfully  so.  Bv  integrating 
all  voice,  video  and  data  communications,  this  massive  digital  network  provides  access  to  thousands 
of  on-campus  computer  workstations,  telephones  and  telecommunications  services.  From  the  status  of 
starting  freshman  to  the  final  grades  of  a  graduating  senior,  the  F9600  '  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  C 2 a  1 1  1-800-553-3263. 


FUJITSU 


The  global  computer  &  communications  company. 


solete  products.  Does  that  sound  a  bit 
like  what  we  used  to  say  about  the  auto- 
mobile industry? 

Forrest  E.  Stanley 
Bakersfield,  Calif. 

The  next  computer  to  dominate  Wall 
Street  and  the  rest  of  the  world  in 
the  1990s  may  be  exactly  that:  the  NeXT 
Computer  by  Steve  Jobs.  Jobs,  co- 
founder  of  Apple  Computer  and  presi- 
dent and  CEO  of  NeXT,  utilizes  object- 
oriented  programming  in  his  software 
(the  same  method  IBM  and  Apple  are  bet- 
ting their  future  alliance  on). 

This  allows  custom  applications  to  be 
written  for  users  in  a  fraction  of  the 
time  it  would  usually  take.  Macintosh- 
like ease  of  use  and  the  raw  power  of  a 
Unix-based  operating  system  combined 
in  a  sleek  black  box  that  retails  at 
$4,995,  makes  NeXT  the  best  kept  secret 
on  Wall  Street. 

Andrew  J.  Hall 
President 
Phibro  Energy  Inc. 
Greenwich,  Conn. 

You  say  in  your  article  that  a  laser- 
disk  encyclopedia  in  the  future 
"might"  have  voices,  video,  and  sound  to 
accompany  the  usual  text  and  drawings. 
Yet  the  picture  of  the  Himalayan  cat  on 
a  television  screen  that  appeared  in  your 
story  is  from  the  1991  New  Grolier 
Electronic  Encyclopedia  (Commodore 
version). 

This  is,  in  fact,  a  multimedia  encyclo- 
pedia— with  text,  colored  pictures,  draw- 
ings, maps,  voices,  and  other  sounds — 
and  is  available  to  consumers  today. 
This  encyclopedia,  which  has  a  list 
price  of  $395,  contains  on  a  single  CD- 
ROM  the  entire  text  of  the  21-volume  Ac- 
ademic American  Encyclopedia,  and  it 
is  sold  in  three  formats:  IBM  PC  and 
compatibles,  Macintosh,  and  CDTV  from 
Commodore. 

David  M.  Arganbright 
President 

Grolier  Electronic  Publishing  Inc. 

Danbury,  Conn. 

DON'T  SQUELCH 
CHINA'S  SPIRIT 


Regarding  your  article  "Will  China 
remain  a  most-favored  dictator- 
ship?" (Top  of  the  News,  July  29):  We 
were  traveling  with  our  daughter,  a  lan- 
guage student  at  Beijing  University,  and 
had  a  number  of  unusual  opportunities 
to  converse  with  Chinese  people  of  all 
social  and  economic  strata. 

The  Chinese  were  quite  candid  about 
the  repression  they  face.  Nonetheless, 
they  believe  that  increased  commerce 
with  the  U.  S.  would  promote  change  in 


CORRECTIONS  &  CLARIFICATIONS 

In  "J&J  may  survive  its  compound  frac- 
ture" (In  Business  This  Week,  Sept.  2), 
we  said  a  federal  appeals  court  upheld 
Johnson  &  Johnson's  request  to  delay 
an  injunction  compelling  it  to  pull  some 
of  its  fiberglass  casts  off  the  market. 
In  fact,  the  court  upheld  the  injunction, 
issued  by  a  district  court.  Earlier,  a 
special  magistrate  found  that  some  J&J 
casts  infringed  3M  patents. 


their  government's  policies.  We  should 
realize  that  the  Tiananmen  Square  pro- 
tests were  a  direct  result  of  the  growth 
in  Western  trade  and  contacts  during 
the  1980s.  The  quickest  way  to  squelch 
that  spirit  would  be  to  deny  most-fa- 
vored-nation status. 

Howard  J.  Goodman 
Woodland  Hills,  Calif. 

THE  RIGHT  TO  STRIKE— 

AHD  THE  RIGHT  TO  REJECT  UHIOHS 

The  right  to  replace  strikers  perma- 
nently strikes  a  sensitive  chord 
("You  can't  bargain  witli  a  striker  whose 
job  is  no  more,"  Top  of  The  News,  Aug, 
5).  No  matter  how  you  color  it,  when  you 
permanently  replace  strikers  during  a  la- 
bor-management dispute,  you're  firing 
them. 

However,  if  this  practice  is  to  be  over- 
ruled, let's  first  get  to  a  level  playing 
field  and  ban  the  issuing  of  federal  food 
stamps  to  the  strikers.  It  makes  little 
sense  for  U.  S.  taxpayers  (including 
management)  to  subsidize  and  support 
strikers  by  granting  them  food  stamps 
while  they're  on  the  picket  line. 

No  firing  and  no  food  stamps. 

John  D.  Harris 
Dayton 

AH  APPALLING'  ATTITUDE 
TOWARD  TECHNOLOGY  LEADERSHIP 

You  are  correct  in  pointing  out  that 
neither  government  nor  industry 
has  thus  far  stepped  up  to  the  challenge 
of  maintaining  U.  S.  leadership  in  critical 
technology  ("The  new  alchemy,"  Cover 
Story,  July  29).  We  need  both  a  coherent 
government  initiative — which  many  in 
Congress  and  the  Bush  Administration 
are  encouraging — and  much  stronger 
private  research.  The  apathy  shown  by 
American  firms  compared  with  their 
Japanese  counterparts — described  by 
Frank  Fradin  (Argonne  National  Labora- 
tory) and  Anders  Westerberg  (Air- 
glass) — is  appalling. 

Senator  Jeff  Bingaman 
(D-N.  M.) 
Washington 


IHSURAHCE:  A  CASE  FOR 
WITHHOLDING  PREMIUMS? 


Why   would   anyone  throw 
money  after  bad — by  paying 
miums  to  an  insurance  company  th 
not  paying  benefits,  not  allowing  •  | 
drawals,  and  not  allowing  borro' 
against  a  policy? 

This  is  the  action  advised  by  Kj 
Foley  of  the  New  York  State  Insurl 
Dept.  ("Are  you  really  insured?"  Cj 
Story,  Aug.  5). 

Isn't  witholding  the  premium  (tt 
extent  of  a  policy's  cash  value)  the 
way  that  one  can  borrow  under 
circumstances? 

Although  you  mentioned  the  pos 
ty  of  litigation  against  insurance  co 
nies,  you  did  not  mention  the  us 
arbitration.  Since  virtually  all  stock 
kerages  have  aggressively  sold  lif 
surance  and  annuities  for  the  pas 
cade,  they  are  vulnerable  to  their  cl 
for  not  doing  their  due  diligence  rel 
to  suitability  and  quality. 

A.  Grant 
Sarasota 

BEAUTY— AND  PROFITS— 
WITHOUT  CRUELTY  

The  article  "Whales,  human  ri 
rain  forests — and  the  heady  sme 
profits"  (People,  July  15)  profiling 
Roddick  and  Body  Shop  stores,  m 
one  wonder  if  BUSINESS  WEEK  di 
proves  of  making  a  profit. 

If  Roddick  is  making  a  mint, 
more  power  to  her.  Perhaps  others 
follow  her  initiative  and  become  co 
zant  of  the  world  we  seem  hell-beni 
destroying.  I  like  the  idea  that  no 
mal  needs  to  die  so  that  I  can  hav 
shadow. 

Joan  Gar 
Metairie, 

AFFIRMATIVE  ACTION 
NEEDS  A  HEAD  START 


Why  all  the  fuss  about  the  affir 
tive  action  program  ("Race  in 
workplace,"  Cover  Story,  July  8)? 
opportunities  for  children  are  destro 
long  before  one  understands  that  an 
portunity  even  exists.  It  is  destroyei 
the  classrooms  of  America  during  e; 
childhood  education. 

M.  John 
Birmingham, 


Letters  to  the  Editor  should  be  sent  to  Reo 
Report,  Business  Week,  1221  Avenue  of  the  Ar 
cos,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4 
Telex:  12-7960,  Intl.  4998204.  All  letters  mus 
elude  an  address  and  daytime  and  evening 
phone  numbers.  We  reserve  the  right  to  edit  le 
for  clarity  and  space. 
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We're  so  confident  of  the  Alfa  Romeo  164,  our  warranty 
even  covers  things  we  have  no  control  over. 


As  a  tangible  measure  of  our  confidence  in  the 
Alfa  Romeo  164,  we've  included  a  warranty  that's 
much  more  than  just  a  warranty.  It  covers,  of  course, 
all  the  basics  and  then  some.  But  it  might 
raise  an  eyebrow  to  discover  that  the 
cost  of  installing  your  spare  tire 
while  you're  on  the  road,  or  a 
roadside  service  call  if  you 
run  out  of  gas  is  on  us.  The 
Alfa  Romeo  Assurance 
Program.  It's  standard  equip- 
ment on  every  new  164.  Call 
1-800-245-ALFA  for  the  dealer 
nearest  you  for  details  and  a  copy 
of  the  limited 
warranty* 

*Emergency  roadside  service  and  trip  interruption 
provided  by  Cross  Country  Motor  Club,  Inc., 
Boston,  MA  02155;  except  in  California,  where 
services  are  provided  by  Cross  Country  Motor 
Club  of  California,  Inc.,  Boston,  MA  02155. 
'£1991  Alfa  Romeo  Distributors  of  North  America 

The  legendary  marque  of  high  performance. 


THREE  BLIND  MICE:  HOW  THE  TV  NETWORKS  LOST  THEIR  WAY 

By  Ken  Auletta 

Random  House  •  642pp  •  $25 


ABC,  CBS,  NBC: 
S.O.S. 


Talk  about  how  the  mighty  have 
fallen.  Entering  the  1980s,  CBS, 
NBC,  and  ABC  were  more  than 
multibillion-dollar  businesses.  The  televi- 
sion networks  were  the  three  pillars  of 
the  national  electronic  church  at  whose 
flickering  altars  more  than  75  million 
Americans  worshipped  nightly.  But  in 
the  middle  of  the  decade,  all  three  were 
humbled:  They  were  taken  over  by  new 
corporate  owners,  besieged  by  new  com- 
petitors, and  abandoned  by  much  of 
their  audience. 

Three  Blind  Mice:  How  the  TV  Net- 
works Lost  Their  Way  is 
Ken  Auletta's  chronicle  of 
this  cataclysm.  It  is  a  tour 
de  force  of  reporting,  if 
not  of  writing  or  of  analy- 
sis. Virtually  everyone 
who  mattered,  inside  and 
outside  of  the  networks, 
talked  to  Auletta  in  inter- 
views that  began  in  1985. 
He  sat  in  on  sales  meet- 
ings, gatherings  of  net- 
work affiliates,  and  ses- 
sions in  which  Hollywood 
producers  pitched  ideas 
for  new  series.  And  he 
seems  to  have  read  every- 
thing on  the  subject,  from 
press  clippings  to  minutes 
of  CBS  board  meetings. 

What  emerges  is  an  of- 
ten dramatic  inside  account  of  Capital 
Cities  Communications'  friendly  take- 
over of  ABC;  General  Electric's  purchase 
of  RCA,  the  parent  of  NBC;  and  Laurence 
A.  Tisch's  "creeping  takeover"  of  CBS.  In 
detailing  these  events,  Auletta  recon- 
structs conversations  and  often  attempts 
to  climb  inside  the  minds  of  participants. 
But  unlike  most  such  efforts,  which 
smack  of  invention,  Auletta's  narrative 
has  the  heft  of  credibility.  His  recon- 
structions are  rigorously  sourced,  with 
detailed  notes.  And  where  he  has  re- 
ceived two  versions  of,  say,  what  Gener- 
al Electric  Chief  Executive  John  F. 
Welch  Jr.  said  to  then-President  of  NBC 
News  Larry  Grossman  at  a  1986  dinner, 
he  provide  ;  an  explanatory  footnote. 

Most  readers,  though,  will  probably 
wish  that  a  few  people  had  refused  to 
talk  to  Auletta  or  that  he  had  read  a 
little  bit  less  or  had  slept  through  some 
meetings.  At  642  pages,  Three  Blind 


Mice  contains  vastly  more  than  you're 
likely  to  want  to  know.  Both  profound 
and  relatively  trivial  events  are  present- 
ed in  the  same  indiscriminate  detail. 
How  Tisch  blindsided  CBS  Inc.  Chairman 
Thomas  H.  Wyman  is  the  stuff  of  in- 
trigue. How  Kim  LeMasters  succeeded 
Bud  Grant  as  head  of  CBS  Entertainment 
is,  by  now,  probably  intriguing  only  to 
LeMasters  and  Grant. 

But  ignore  the  irrelevancies,  and 
Three  Blind  Mice  contains  some  pretty 
impressive  stuff.  Auletta  seems  to  have 
had  particularly  good  access  to  CBS — 


mhe  nets' new 
parents  have  boosted 
efficiency — but  they 
can't  stop  the  quakes 
rocking  the  industry 


blind 
mice 

IIW  THE  TV  NETWORKS  LOST  THEIR  WAY 

Ken  Auletta 

author  of  <7i-<»*f  Mifff  Wary  on  Wall  Street 


where  the  tale  is  also  inherently  juicier. 
The  chapter  in  which  Tisch  closes  his 
grip  on  the  network  is  dynamite,  packed 
with  vivid  information  on  Tisch's  strug- 
gle with  the  board  and  his  power  play 
with  William  S.  Paley  to  oust  Wyman. 

The  heart  of  Three  Blind  Mice, 
though,  lies  in  what  happened  after  the 
nets  changed  hands.  Here,  describing 
the  culture  clashes  at  each  company,  Au- 
letta again  provides  much — probably  too 
much — rich  detail.  He  depicts  the  new 
owners  as  discovering,  at  all  three  net- 
works, ossified  courts  of  profligate  man- 
darins who  ignored  the  looming  threats 
of  cable,  syndicated  TV,  and  VCRs.  In 
turn,  the  nets — particularly  the  news  di- 
visions— saw  themselves  as  public  trusts 
under  assault  by  bean  counters. 

Who  pays  the  piper  calls  the  tune,  of 
course,  so  the  network  priesthood  was 
ultimately  broken  to  the  wills  of  the  new 
owners.  ABC  was  recast  by  the  cheerful, 


small-town  boosterism  of  Cap  Cip 
NBC  was  swallowed  by  the  hard-char^ 
corpocracy  of  GE.  And,  in  the  dam 
vision  of  the  three,  CBS  was  slashed m 
shrunk  by  Tisch,  the  fish-cold  trade! 

The  new  network  parents  cut  c^t 
and  improved  efficiencies.  But  what 
couldn't  do  was  stop  the  uphea 
transforming  the  industry  as  audie 
fragmented,  media  outlets  prolifer 
and  advertising  evaporated.  Aul 
rightly  chastises  the  networks' 
guard  for  being  blind  to  these  chan 
But  he  also  criticizes  the  new  ma 
for  their  blindness  to  what  made 
network  business  special,  for  often 
ing  unwilling  to  invest  in  programn 
and  for  blurring  the  lines  between  n 
and  entertainment.  "The  new  owl 
. . .  helped  awaken  the  networks  tol 
encroaching  earthquake,"  he  writes.  I 
this,  they  were  right.  But ...  in  tl 
haste  to  impose  a  new  order,  to  del 
shareholder  rights,  sometimes  tl 
failed  to  see  the  unintl 
ed  damage  to  their  invl 
ment  and  to  their  pil 
trust." 

Ultimately,  AulJ 
writes,  the  networks  bj 
sharply  diverged  in  wj 
determined  by  the  rJ 
of  each  new  owner.  I 
cause  "the  GE  culture  j 
shaped  by  a  belief  in  tJ 
nology,"  NBC  is  rushinj 
link  up  with  ventures 
cable,  direct-broadd 
satellites,  and  high-dej 
tion  TV.  Tisch  the  tra 
has  pared  CBS  down  to] 
broadcasting  core,  wH 
he  sees  as  a  mature  b 
ness  where  costs  will  d 
tinue  to  be  cut. 
Because  Cap  Cities  was  already 
broadcaster  before  acquiring  ABC  and 
was  dedicated  to  the  values  of  □ 
broadcasting  and  business,  it  comes 
best  in  Auletta's  eyes.  Cap  Cities, 
believes,  managed  to  transform  the 
ture  at  ABC  while  preserving  many  oi 
virtues.  "It  was  this  impression  of  t 
a  nee  that  both  shaped  the  new  culti 
at  ABC  and  created  a  sense  among  brd 
casters  and  others  that  ABC  was  the  i 
work  to  watch." 

None  of  this,  however,  will  be  enoi 
to  avoid  still  more  upheavals.  Eventl 
ly,  Auletta  believes,  one  or  more  of 
nets  may  abandon  news  altogether- 
may  even  cease  to  exist.  Three  Bl, 
Mice  offers  an  exhaustive  view  of  h 
the  mighty  networks  have  come  to  f 
such  once-unthinkable  prospects. 

BY  MARK  N.  VAK 
Associate  Editor  Vamos  covered  the  \ 
works  for  BUSINESS  WEEK  in  1985-86. 
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'Our  international  passengers 

start  clearing  customs 
before  our  planes  even  land. 


While  we're  flying  your 
packages  overseas,  detailed 
shipment  information  is  flying 
ahead  on  UPSneCour  global 
data  network. 

That  gives  UPS  customs 
brokers  in  destination  coun- 
tries a  sizable  head  start:  from  2 
to 36  hours.  And  that  gives  us 
extra  time  to  sort  out  potential 
clearance  problems  before  the 
packages  even  arrive. 

As  a  result, UPS  interna- 
tional shipments  are  well  on 
their  way  while  other  delivery 
companies  are  still  getting  their 
paperwork  in  order. 

What's  more,  this  technol- 
ogy doesn't  just  make  us  faster 
and  more  reliable.  It  makes  us 
more  efficient.  So  we  can  de- 
liver to  over  180  countries  and 
territories,  usually  for  a  lot  less 
than  other  companies  charge. 

So  next  time  you  have  an 
international  shipment  to  send, 
just  send  it  UPS. 

After  all,  many  companies 
can  fly  your  packages  overseas. 

It's  what  we're  do- 
ing while  they're  flying 
that  makes  all  the  dif- 
ference in  the  world. 


We  run  the  tightest  ship  in 
the  shipping  business^ 


ups 


m 


AS  FRO 


I  G  I  T  A 


That's  made  London  Life 
amber  one  individual  life 
ince  company  in  Canada— 
/hat  will  keep  us  there — is 


e:  cus- 


r  service. 


is  our 


NAS  IMPROVES 
CUSTOMER  SERVICE 
AND  SALES. 


"We  enhanced  our  IBM0 
mainframe  by  investing  in 
Digital's  Micro  VAXes™  in  the 
field.  Digital's  NAS  (Network 
Application 
Support) 
allows  us  to 


mer  base  grew  our  computer  integrate  the  different  database 

ms  were  strained;  our  agents  applications  mnning  on  the 

In't  get  the  customer  infor-  Micro  VAX  servers  and  our  IBM 

Dn  they  needed  when  they  system.  It's  economical  and  gives 

ed  it.  Digital  had  the  answer,  our  agents  across  Canada  easy- 


to-access,  up-to-date  informa- 
tion on  products  and  customer 
lifestyle  changes.  The  result 
has  been  increased  sales  and 
customer  satisfaction. 

"Digital  worked  the  way  we 
wanted  to  work.  Together,  we 
built  a  distributed  database  sys- 
tem that  keeps  us  in  a  leadership 
position.  And  that's  a  big  bene- 
fit in  the  insurance  business." 

EB3DQS0 


ADVANTAGE. 
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Economic  Viewpoint 


MAKE  FAMILIES  COUGH  UP 
FOR  MEDICAL  COVERAGE 


BY  GARY  S.  BECKER 


Business  shouldn't 
be  saddled  with  the 
nation's  health  costs. 
Instead,  families 
should  be  required 
to  buy  insurance, 
with  Uncle  Sam 
paying  for  those  who 
truly  can't  afford  it 
— including  the 
chronically  ill 


GARY  S  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


Tightness  in  federal  and  state  budgets 
was  the  driving  force  behind  the  1980s' 
trend  toward  government  mandates  of 
many  business  actions,  including  child  care  fa- 
cilities at  work  and  employment  of  particular 
groups.  Putting  obligations  on  companies,  how- 
ever, does  not  create  resources.  It  merely 
shifts  the  burden  to  employers  and  employees 
and  saddles  companies  with  activities  they 
may  not  be  good  at. 

A  bill  sponsored  by  Senator  Edward  M. 
Kennedy  (D-Mass.)  would  force  companies  to 
provide  health  insurance  for  their  employees. 
Comprehensive  health  insurance  is  desirable, 
but  I  believe  families,  not  businesses,  should 
be  required  to  buy  it. 

If  the  objective  is  to  protect  as  many  citi- 
zens as  possible  against  major  medical  ex- 
penses, requiring  companies  to  provide  health 
insurance  just  won't  do  the  trick.  The  unem- 
ployed, the  retired,  and  others  without  jobs 
would  have  to  find  coverage  elsewhere.  It 
would  raise  the  cost  of  labor,  especially  that  of 
low-wage  workers,  for  companies  that  would 
not  voluntarily  offer  insurance. 

Although  group  health  insurance  helps 
spread  the  risk  of  major  illness,  many  compa- 
nies are  not  big  enough  to  provide  much  pro- 
tection. A  big  claim  by  even  one  employee  of  a 
small  company  often  leads  to  a  large  increase 
in  insurance  premiums  or,  in  some  cases,  to 
cancellation  of  the  insurance.  This  is  why  em- 
ployers are  reluctant  to  hire  people  who  are 
likely  to  have  large  medical  expenses. 
free  riders.  Corporate  employers  are  the 
most  important  provider  of  health  insurance  in 
the  U.  S.,  but  that's  only  because  the  Internal 
Revenue  Service  doesn't  treat  the  expense  as 
part  of  employees'  taxable  income.  This  is  a 
subsidy.  Taxing  company  health  benefits  would 
increase  federal  and  state  revenues  by  perhaps 
$60  billion  annually  and  remove  a  tax  incentive 
for  companies  to  overinsure.  If  their  company 
health  benefits  were  taxed,  many  more  em- 
ployed persons  would  get  their  insurance  from 
unions,  churches,  professional  associations,  and 
clubs  that  would  be  able  to  compete  effec- 
tively against  smaller  companies  and  offer 
cheaper  coverage. 

People  in  rich  countries  who  suffer  illnesses 
that  require  long  hospital  stays  and  a  lot  of 
doctor's  care  are  usually  not  allowed  to  go 
untreated,  even  when  they  do  not  have  in- 
surance or  the  resources  to  cover  the  costs.  To 
eliminate  the  resulting  temptation  to  take  a 
free  ride  on  the  insurance  and  taxes  of  others, 
a  federal  mandate  should  require  all  families 
that  can  afford  it  to  buy  a  basic  package  that 
covers  major  medical  expenses  and  perhaps 
some  preventive  care  also.  Any  family  could, 


of  course,  opt  to  buy  more  extensive  cover 

Families  that  could  not  afford  to  buy 
tection  would  have  their  insurance  premi 
covered  by  the  federal  government.  Eligib 
would  be  determined  by  family  income 
the  cost  of  obtaining  private  coverage.  Pe 
with  a  history  of  serious  illness  who  are  n( 
a  reasonably  priced  group  health  plan  w 
be  disproportionately  included  in  the  pi 
program,  because  they  would  have  to  pay  i 
to  get  private  insurance. 
MORE  REVENUE.  Some  34  million  Amerk 
are  presently  not  covered  by  any  typt 
health  insurance.  They  would  either  be 
quired  to  buy  their  own  or  would  qualify 
public  assistance.  But  the  uncovered  popula 
is  not  as  serious  a  problem  as  the  aggrei 
numbers  might  suggest.  According  to  the 
tional  Center  for  Health  Statistics  (NCHS),  n 
are  employed  people  between  the  ages  o: 
and  40  with  a  low  incidence  of  serious  mec 
problems.  They  could  be  included  in  the  ] 
posed  system  with  a  modest  increase  in  pu 
and  private  spending  on  health  insurance 

The  uninsured  tend  to  work  at  small 
nesses  that  have  been  priced  out  of  the  he 
care  market  and  by  state-government  rr 
dates  to  include  unnecessary  medical  sev 
such  as  chiropractors  and  acupuncturist: 
all  insurance  plans.  It  is  often  said  that  the 
surance  companies'  practice  of  denying  < 
erage  to  the  most  vulnerable  is  to  blame 
the  large  uninsured  population.  The  N' 
statistics  suggest  that  charge  is  exaggera 

The  well-off  elderly  should  also  be  requi 
to  buy  private  coverage  against  major  illn 
Over  three-fourths  of  those  over  65  aire 
have  some  private  insurance  as  well  as  m 
care.  Although  many  of  the  elderly  wO 
need  public  support— since  private  catastrc 
ic  health  coverage  would  be  very  expen 
for  them— the  growth  of  group  plans  unrela 
to  employment  should  reduce  the  cost. 

If  the  federal  government  covered  60°/< 
older  people,  the  families  presently  un 
Medicaid,  and  half  of  those  currently  w 
out  private  insurance,  it  would  be  subsi 
ing  the  health  insurance  of  about  20%  of 
population.  This  is  the  same  fraction  now  c 
ered  under  medicaid  and  medicare,  so  fed< 
spending  on  health  care  would  not  incre£ 
And  federal  revenues  would  expand  if  ( 
ployee  health  insurance  were  taxed. 

The  health  insurance  approach  I  am  ad 
eating  does  not  increase  the  federal  gove 
ment's  role.  The  problem  with  the  pres 
system  is  not  too  little  government  interv 
tion  but  the  wrong  type  of  intervention.  1 
federal  role  should  be  to  ensure  that  all  fa 
lies  are  protected  against  major  illness 
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A  picture  so  real  it  could  fool 
the  Audubon  Society. 


L  this  a  television  set  or  a 
tropical  bird  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravision,  even  the 
most  avid  bird  watchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic,"  the 
ultimate  in  audio. 

Call  1-800-HITACHI  for  your 


nearest  dealer  and  see  how  digital 
convergence,  fine  definition  and 
horizontal  resolution  up  to 
1,000  lines  make  Ultravision  the 


ultimate  home  theater.  After  all,  in 
this  case,  a  picture  really  is  worth  a 
thousand  words. 

0  HITACHI 


j  1991  Hitachi  Home  Electronics  (Americal,  Inc.  Dolby  Surround  is  a  registered  trademark  o(  Dolby  Laboratories  Licensing  Corporation. 


We're  counting  on 
experience 
to  be  the  best  teacher. 


America's  ability  to  retain  our  lead  in 
technology  depends  on  our  determination  to 
regain  our  lead  in  education.  Today  there  is  a 
critical  shortage  of  qualified  math  and  science 
teachers  in  grades  eight  through  twelve.  As  a 
result,  our  kids  are  graduating  from  high  school 
unprepared  for  the  challenges  of  the  future. 

At  a  time  when  more  jobs  require 
technology-related  skills,  our  schools  are 
producing  fewer  technology-competent  people. 

A  new  source  of  qualified  math  and  science 
teachers  is  needed.  And  it  is  needed  now. 

What  Rockwell  is  doing. 

One  solution  to  the  problem  is  people  like 
Bill  Williams.  Bill  is  participating  in  a  pilot 
program  to  qualify  retired  Rockwell  engineers 
as  certified  math  and  science  teachers. 

He  already  knows  the  subject  and  how  to 
apply  it  to  real  world  problems.  Now  he's  back 


in  school  learning  how  to  share  his  love  of 
technology  with  a  roomful  of  teenagers. 

We're  counting  on  our  retirees  to  turn  a 
lifetime  of  experience  into  the  experience  of 
a  lifetime.  Because  what  they  know  can't  be 
learned  from  books  alone. 

What  you  can  do. 

Helping  retired  employees  to  become 
certified  math  and  science  teachers  is  one 
of  hundreds  of  ways  you  can  encourage 
American  innovation  and  leadership  through 
quality  education.  For  more  information, 
simply  write  Rockwell,  P.O.  Box  905, 
Dept.  BWJ ,  El  Segundo,  CA  90245-0905 
for  printed  information  created  in 
cooperation  with  the  National  Association  of 
Partners  in  Education  (NAPE). 

Emphasize  Education.  It's  our  future. 


Rockwell  International 


mmmm 

ELECTRONICS    AEROSPACE     AUTOMOTIVE  GRAPHICS 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 


conomic  Trends 
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BY  GENE  KORETZ 


DON'T  HOLD  YOUR 
BREATH  WAITING  FOR 
A  SAVINGS  REVIVAL 


To  put  it  mildly,  economists  have  been 
embarrassed  by  the  striking  decline 
in  Americans'  proclivity  to  save  in  the 
past  decade— particularly  since  it  oc- 
curred when  real  interest  rates  were  at 
historical  peaks  and  just  after  the  gov- 
ernment had  deliberately  altered  the 
tax  system  to  promote  saving.  But  that 
embarrassment  hasn't  stopped  them 
from  offering  explanations  for  the  drop 
that  point  to  a  possible  savings  resur- 
gence in  the  decade  ahead. 

Such  theories  find  cold  comfort  in  an 
article  in  the  latest  Brookings  Papers  on 
Economic  Activity  by  Barry  Bosworth 
and  Gary  Burtless  of  the  Brookings  In- 
stitution and  John  Sabelhaus  of  Towson 


AN  ENDLESS  SLUMP 
IN  SAVINGS? 


70  '80  '91* 

A  PERCENT  OE  DISPOSABLE  PERSONAL  INCOME        'm  m 

DATA:  COMMERCE  DEPT. 


State  University  in  Baltimore.  Their 
analysis  of  government  surveys  of 
household  savings  behavior  in  recent 
decades  not  only  rejects  most  of  the 
popular  explanations  of  the  savings  drop, 
but  suggests  that  the  most  likely  cause 
offers  scant  hope  for  a  savings  revival. 

Take  the  idea  that  savings  fell  be- 
cause high-spending  baby  boomers 
swelled  the  work  force.  The  study  finds 
that  younger  households  do  save  less 
than  older  working  households,  but  the 
differences  are  simply  too  small  to  pin 
the  savings  slump  on  changes  in  the  age 
structure  of  the  population.  What's 
more,  the  data  show  that  savings  rates 
declined  in  almost  all  age  groups  in  the 
1980s  and  that  the  smallest  drops  were 
actually  posted  by  younger  households. 

The  study  also  looks  at  the  effect  of 
changing  household  composition,  such  as 
the  growth  of  family  households  with  a 


single  parent.  Although  such  single  par- 
ents have  the  lowest  savings  rate  in  the 
population,  the  study  finds  that  their 
incomes  are  too  low  for  their  growth  to 
have  a  noticeable  effect  on  the  overall 
savings  rate.  More  important,  the  sav- 
ings rates  for  all  household  groups,  re- 
gardless of  family  size  or  number  of 
earners,  posted  drops  in  the  past  decade. 

What  about  the  impact  of  changing 
income  distribution  and  capital  gains  on 
savings?  The  researchers  find  big  dif- 
ferences in  savings  rates  among  different 
income  groups,  but  the  relative  income 
gains  made  by  the  most  affluent  house- 
holds in  the  1980s  should  have  raised 
savings.  Instead,  the  savings  rate  fell 
for  every  income  class,  just  as  it  did 
for  every  age  bracket.  Similarly,  there  is 
no  evidence  that  capital  gains  on  finan- 
cial assets  affected  savings. 

In  sum,  the  three  economists  reject 
the  notion  that  shifts  in  demographic  or 
income  groups  caused  the  savings  slump. 
Noting  that  similar  savings  declines  have 
occurred  in  countries  such  as  Canada 
and  Japan,  they  theorize  that  some  com- 
mon factor  is  responsible.  The  most  like- 
ly candidate,  they  believe,  is  the  slow- 
down in  income  growth  that  has  afflicted 
the  U.  S.  and  other  industrial  nations 
since  the  early  1970s.  If  a  long-term 
drop-off  in  income  growth  is  the  culprit, 
they  add,  it  is  unlikely  "that  private 
savings  will  recover  anytime  soon." 


JAPAN'S  ECONOMY  IS 
LOOKING  A  LITTLE  WAN 
THESE  DAYS 


A "growth  recession"  in  Japan?  That, 
in  fact,  is  what  economist  Lawrence 
D.  Krohn  of  Shearson  Lehman  Broth- 
ers Inc.  spies  in  the  latest  data  emanat- 
ing from  Tokyo.  Housing  starts  in  Japan 
fell  for  the  eighth  straight  month  in 
June,  plunging  at  a  26%  annual  rate  in 
the  second  quarter.  Manufacturing  out- 
put declined  at  a  3.1%  annual  rate  in 
the  same  quarter,  and  new  orders  re- 
ceived by  machinery  makers  dropped 
at  a  5.6%  clip.  New-car  sales  also  have 
been  down  on  a  year-to-year  basis  for  10 
straight  months. 

"Sharply  slowing  foreign  demand,  a 
prolonged  housing  slump,  and  an  abrupt 
pause  in  plant-and-equipment  spending 
have  finally  broken  the  impressive 
Japanese  growth  trend  of  the  past  sev- 
eral years,"  says  Krohn.  Although  Shear- 
son  Lehman  expects  Japanese  authori- 
ties to  report  that  the  nation's  gross 
domestic  product  was  flat  to  slightly 
negative  in  the  second  and  third  quar- 
ters of  this  year,  the  firm  thinks  growth 
will  hit  o%  in  the  coming  quarter. 


REGIONAL  TRADE 
BLOCS:  A  BOON 
OR  A  BURDEN? 


To  push  ahead  with  efforts  to  recfe 
tariffs  and  liberalize  trade  on  a  J 
al  basis  through  the  General  AgreenHj 
on  Tariffs  &  Trade  or  to  stress  the! 
tablishment  of  regional  trading  bfl 
such  as  a  North  American  free-til 
area?  That's  the  quandary  facing  11 
trade  policy,  as  it  confronts  a  worlli 
which  multilateral  trade  progres:p 
stalled  and  regional  trading  blocs 
growing.  It  was  also  the  key  issue 
bated  by  economists  at  a  two-day  s 
posium  in  Jackson  Hole,  Wyo.,  s{ 
sored  by  the  Federal  Reserve  Bah 
Kansas  City  in  late  August. 

At  the  meetings,  attended  by 
economists  and  central  bankers, 
Krugman  of  Massachusetts  Institut 
Technology  argued  that  the  move 
ward  regional  free-trade  areas  she 
be  applauded.  Further  progress  tow 
lower  trade  barriers,  he  believes, 
been  blocked  by  the  emergence  of  p 
ers  such  as  Japan,  whose  institutk 
character  seems  to  violate  traditii 
free-trade  rules,  and  by  the  waning 
fluence  of  the  most  powerful  free-tr 
advocate,  the  U.  S.  Thus,  he  says,  fe- 
gional  trade  pacts  may  even  be  seenfe 
a  godsend  to  world  trade,"  offerinjl 
way  for  trade  to  increase  while  excis- 
ing nations  with  apparently  incompatjje 
trade  practices  such  as  Japan. 

Lawrence  H.  Summers,  clii 
economist  at  the  World  Bank,  t<l 
strong  exception  to  Krugman's  Japfc 
bashing  but  agreed  with  him  that  mst 
trading  blocs  simply  reinforce  alra» 
existing  patterns.  Noting  that  U.  S.  trfi 
with  Canada  and  Mexico  was  alrafc 
many  times  greater  than  would  be  I 
pected  based  on  their  respective  grl 
national  products,  he  argued  that  fr| 
trade  agreements  among  these  countil 
tended  to  promote  existing  efficiencil 
C.  Fred  Bergsten,  director  of  the  in- 
stitute for  International  Economics,  h<| 
ever,  saw  trading  blocs  as  a  potent! 
threat  not  only  to  further  progress  I 
ward  liberalized  trade  that  would  all* 
all  nations  greater  access  to  each  otheffi 
markets  but  also  to  the  progress  alretjj 
achieved.  The  solution  to  the  probll 
posed  by  distrust  of  Japan,  he  argued  c 
not  to  institutionalize  it  by  pushing  tri 
ing  blocs  but  to  redouble  efforts  to  ti- 
ter global  trade.  "History  teaches,"  I 
warned,  "that  failure  to  accommodl 
rising  powers  in  a  systemic  structure! 
a  sure  recipe  for  serious  conflict." 
With  Seymour  Zucker  in  Jackson  H\ 
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WAUSAU  WASN'T  ABOUT 
TO  TELL  VAN  HEUSEN  THAT  THERE'S  ONLY 
ONE  \  W  TO  DO  THINGS. 


!'-[[ 


Stripes, 
ids,  cottons, 
tattersalls,  button-downs, 
)lends,  and  classic  whites.  The 
fillips  Van  Heusen  Corpora- 
ion,  New  York,  has  been  making 
in  assortment  of  quality  mens 
shirts  for  110  years.  As  times 
:hange,  they  change.  Flexibility 
is  part  of  the  fabric  of  their 
company. 

They  also  look  for  flexibility 
in  their  business  insurer.  "We 
like  Wausau  because  they're 
willing  to  work  with  us, 


Wausau  knows  that  business  insur- 
ance coverages  have  to  be  tailored  to 
the  individual  policyholder. 

rather  than  dictate  to 
us"  says  Carla  Eberling, 
Director  of  Risk 
Management.  "Like  a  partner, 
they  sit  down  and  listen  to  us  and 
then  we  solve  problems  together." 


Phillips-Van  Heusen  has 
Wausau  workers  compensation, 
general  liability,  auto  and  excess 
property  coverages.  They 
appreciate  Wausau's  breadth 
of  coverages  and  national  scope. 
"We  have  operations  across  the 
country,  so  it's 
important 
that 

Wausau  ~ 

Wausau  and  Phillips-Van 
.  Heusen  arrive  at  solutions 

people  are       by  working  together. 

nearby  to  help"  Ms.  Eberling 
concludes. 

As  Phillips-Van  Heusen 
changes  and  grows,  Wausau  has 
the  experience,  the  financial 
capacity  and  the  willingness  to 
help.  It's  what  makes  these  two 
companies  such  a  perfect  fit. 


A.M.  Best  Raring 


Wausau  Insurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-5211    AMember  of  the  Nationwide'  Group 
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Smarter,  faster, 
closer... Grainger. 

We've  made  quite  a  few 
changes  so  you  keep  getting  the  right  stuff,  right  here,  right  now. 

The  Right  Stuff. 

We  now  have  a  computerized  system  that 
slashes  catalog  look-up  time  from  minutes  to  seconds.  If  you  don't  have  our 

stock  number,  just  give  us  a  name,  spec  or  description 
of  what  you  need.  The  system's  packed  with  cross-references,  and  local  terms 
for  every  item  we  have.  And  now  there  are  over 
35,000  items  in  our  catalog,  so  even  more  of  the  right  stuff  is  nearby. 

Right  Here. 

With  325  branches  nationwide, 
we're  probably  only  a  few  minutes  away. 

Right  Now. 

We're  also  shaving  your  order-to-delivery 
time  down  to  a  minimum  by  training  our  people  to  give  you 
even  better  service  each  time  you  call  or  come  in. 

So,  if  you  thought  we 
were  smart,  quick,  and  close  before, 
you'll  like  us  even  better  now. 


For  your  free  catalog,  call:  1-800-473- 


GRAINGER 


The  Right  Stuff.  Right  Here.  Right  Now. 


etter  From  the  Western  Sahara 


THE  GREAT  WAL1 
OF  AFRICA 


As  our  small  plane  descends  to- 
ward Al  Ayun,  the  capital  of  the 
Western  Sahara,  I  can  just  make 
out  rings  of  stone  and  brush  dotting  the 
desert  floor.  A  Sahrawi,  as  the  inhabit- 
ants of  this  region  are  called,  tells  me 
the  stone  enclosures  are  built  by  nomads 
to  protect  caches  of  food  and  water  from 
foraging  animals. 

Al  Ayun  is  a  fairly  big  town  of  per- 
haps 75,000,  but  everyone  seems  to 
know  everyone  else,  and  few  ignore  the 
traditional  courtesy  of  inquiring  about  a 
friend's  health  up  to  a  dozen  times  be- 
fore proceeding  to  further  conversation. 

Yet  lurking  beneath  the  surface  hospi- 
tality of  this  former  Spanish  colony  is 
tension  between  Sahrawis  on  one  hand 
and  Moroccan  immigrants  and  soldiers 
on  the  other.  In  1975,  when  Spain  with- 
drew to  concentrate  on  its  domestic 
problems,  the  Western  Sahara  was 
quickly  claimed  by  its  neighbors,  Moroc- 
co and  Mauritania,  according  to  a  tripar- 
tite agreement  with  Madrid.  Morocco  oc- 
cupied the  northern  two-thirds  of  the 
region  with  soldiers:  Mauritania  took  the 
far-less-desirable  southern  third.  Neither 
country  took  into  account  "the  will  of 
the  Sahrawi  people,"  as  called  for  by  the 
Madrid  agreement.  Morocco  also  encour- 
aged the  emigration  of  thousands  of  un- 
employed Moroccans.  Fighting  broke  out 
between  Moroccan  troops  and  Polisario 
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Front  guerrillas  declaring  independence, 
and  tens  of  thousands  of  Sahrawis  fled 
to  Algeria,  where,  more  than  a  decade 
later,  they  still  live  in  camps. 

Drawing  its  fighters  from  the  refu- 
gees and  funded  by  Algeria  (and  Libya 
until  1985),  the  Polisario  staged  daring- 
attacks  that  drained  Mauritania's  re- 
sources. Finally,  in  1979,  the  country  re- 
linquished its  claims  to  the  region.  King 
Hassan  II  of  Morocco,  however,  has  not. 

In  the  eyes  of  Moroccan  authorities, 
Sahrawi  men  and  women  are  automati- 
cally suspect,  and  hundreds  accused  of 
sympathizing  with  the  Polisario  have 
languished  in  prison  for  years.  The 
Sahrawis  are  easy  to  recognize:  Their 
skin  is  darker  than  Moroccans',  and  both 


MOROCCO 


sexes  wear  flowing  blue  ro 
with    veils    for  protect 
against  the  sun.  They  a 
have  the  noble  bearing  sha 
by  many  nomadic  peoples, 
though  the  Sahrawis  are  M 
lims  and  speak  an  Arabic  <T 
lect,  many  view  Moroccans 
foreign  colonizers — no  be 
than    the    Spanish  bef<] 
them — exploiting  ricl 
sources  of  fish  and  phosphd 
Both  Hassan  and  the  P| 
sario  have  accepted  a  U 
proposal  to  hold  a  referend 
by  February  to  choose  eitJ 
independence  or  "official"  I 
nexation  by  Morocco.  B 
most  Sahrawis  don't  trust  1 
King  to  hold  a  fair  vote  orl 
he  does,  to  honor  the  resul 
During  a  six-hour  ride  in 
crowded  Peugeot  taxi  from 
Ayun  to  Smara,  a  town 
20,000,  one  of  my  six  fell 
passengers,  a  young  Sahrawi,  tells  md 
Arabic:  "You  won't  find  many  Sahray 
on  the  street  in  Smara."  He  doesn't  ela 
orate,  but  later  in  the  afternoon,  wn 
the  taxi  pauses  on  the  nearly  desert 
road  for  Muslim  prayers — and  the  M 
roccan  soldier  traveling  with  us  movj 
out  of  earshot — he  continues:  "We  a 
scared.  The  King  is  visiting  next  we< 
for  the  first  time  in  more  than  t\ 
years,  and  Sahrawis  are  afraid  of  bei: 
arrested   [to   prevent  demonstration 
We  stay  mostly  indoors  these  days." 
'MOROCCANIZATION.'  King  Hassan,  w 
succeeded  his  father  in  1961,  is  known 
a  fierce,  cunning  ruler  feared  nearly 
much  by  his  own  people  as  by  t 
Sahrawis.  And  his  insistence  that  t 
"Moroccanization"  of  the  Western  Sal 
ra  is  "an  irreversible  process"  hardly  i 
assures  Sahrawis.  His  claims  of  sovi 
eignty  over  the  territory  are  based 
400-year-old  links  between  the  kingdc 
and  the  Western  Sahara's  numerous  r 
madic  tribes.  But  the  Polisario  say  the 
were  merely  a  series  of  temporary  to 
pacts  and  military  alliances. 

Sahrawis  doubt  that  Moroccan  troi 
strength  in  the  Western  Sahara  will  1 
reduced  to  less  than  65,000 — as  calk 
for  by  the  U.  N.  referendum  plan — b 
fore  the  vote.  Many  of  the  currei 
120,000  troops  are  stationed  on  a  1,20 
mile  wall  of  sand  and  stone  that  Hass 
built  to  protect  the  Western  Sahara 
towns  and  phosphate  mines.  Polisar 
guerrillas  roam  freely  in  the  Maurit 
nian  desert,  although  their  base  carnf 
tend  to  be  in  Algeria. 

Karim,  a  25-year-old  officer  in  the  M 
roccan  army,  has  been  stationed  at  tr 
wall  for  the  past  four  years.  He  know 
some  who  have  been  there  since  its  coi 
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Because  overseas  business  depends  so  much 

on  good  communications,  shouldn't  you 
talk  to  someone  who  speaks  your  language? 


j|  You've  worked  hard  to  set  up  business  overseas.  To 
ake  it  work  for  you,  you'll  need  an  efficient  communication 
twork. 

One  of  the  largest  users  of  leading  edge  technology, 
ngapore  Telecom  offers  a  wide  range  of  state-of-the- 
t  telecommunication  services.  These  can  easily  be 
istomised  to  suit  your  specific  needs.  Operated  by  our 
ghly  trained  personnel  who  will  quickly  respond  to  your 
quirements,  you're  assured  of  better  service  and  a  greater 
jgree  of  reliability,  all  at  highly  competitive  rates. 


So  even  though  you're  far  away  from  home,  few  others 
understand  your  needs  as  well  as  we  do. 

r~Sendto  Manager  (Promotion),  #24-00  Comcentre.  31  Exeler  Road.  Singapore  0923  ~~l 
I  Or  fax  to  (65)  235  1650 

]  □  I  would  like  more  information  on  Singapore  Telecom 
□  I  will  be  attending  TELECOM  91  in  Geneva  and  would  like  a  guided  tour  of  the 
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Singapore  Telecom  booth  (Booth  2  521 ,  Hall  2)  on . 


|  Name 


Designation 


|  Company  Address 
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Fax 


S  ingapctre  Telecom 

Call  us  We  conni 
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Lor  naVmble  waterways  to 
social  utility  services.  We  aa 

new  terrain  is  easy. 
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Lookin'  good. 
Keep  it  down  by 
keeping  it  off. 

Often  the  best  way  to  keep  that 
blood  pressure  down  is  by  keeping 
that  weight  off.  And  you're  doing 
it.  Congratulations.  Bet  you  feel 
wonderful.  After  all,  you're  in  control 
and  the  easy  part  is  taking  your 
pills  and  cutting  down  on  salt. 

So  take  a  bow,  you  should  feel  great. 
You  sure  look  great. 

Treat  Your 

HIGH  BLOOD  PRESSURE 
Treat  yourself  right. 


struction  began  in  1980.  Karim  spen 


months  on  end  gazing  east  across  t] 
dunes  that  extend  almost  3,000  miles 
the  Red  Sea  on  the  other  side  of 
African  continent. 

Construction  of  the  wall  was  an 
credible  feat.  For  a  start,  the  des< 
sand  didn't  pack  well,  so  clay,  which 
to  be  imported  from  the  north,  w 
mixed  with  it.  The  wall  is  about  1 1  ft 
high  with  command  posts  every  t 
miles  or  so.  The  concept  is  ancient  t 
effective.  The  Polisario  have  occasiona 
massed  enough  fighters  in  one  place 
pierce  the  wall,  only  to  be  picked  off  s 
air  strikes  and  troops  before  they  coi  DH 
hit  any  strategic  targets  inside  the  i  j 
gion.  In  fact,  despite  its  medieval  ;  j^jj 
pearance,  the  wall  is  crammed  wi  , 
U.  S.-supplied  high-tech  gear,  include  ' 
electronic  sensors  that  are  said  to  dete  1 
movement  up  to  12  miles  away. 

For  soldiers  along  the  heavily  min  jfts., 
wall,  there  are  moments  of  terror- 
guerrillas  mount  a  mortar  attack  on  o 
of  the  many  radar  stations — followed 
weeks  of  boredom.  The  desert  stillne 
is  broken  only  by  the  arrival  of  a  supp 
convoy  or  by  sandstorms,  which  can  lii 
it  visibility  to  a  few  feet  for  days  on  en 
The  monotony  is  crushing,  and  soldie 
are  allowed  a  month  of  leave  for  eve: 
three  months  spent  along  the  barrier. 

The  wall  serves  as  a  shield  for  tl 
country's  huge  deposits  of  phosphat 
used  in  fertilizers  and  detergents.  M 
rocco,  the  world's  biggest  phosphate  e 
porter,  fears  an  independent  Westei  I 
Sahara  would  undercut  its  position 
already  depressed  markets. 
lip  service.  When  asked  what  will  ha 
pen  if  the  referendum  favors  indepe 
dence,  a  government  adviser  in  Smai 
smiles.  "The  Moroccan  administratic  ^ 
and  troops  would  not  hand  over  tl 
country  just  like  that,"  he  says.  "Wr 
should  we?  We  control  all  the  econon  i~ 
cally  useful  areas  of  the  Western  Sah 
Instead,  we  would  sit  down  and  n 


t 


m 
tm 
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ra 


gotiate  with  the  Polisario."  Translatio 
Morocco  would  keep  the  appearance  < 
dialogue  without  giving  up  much. 

Morocco  and  the  U.  S.  have  lonj 
standing  ties  that  were  bolstered  by  M 
rocco's  participation  in  the  Desert  Ston 
coalition.  That  friendship  could  affei 
what  happens  in  the  Western  Sahar; 
Laments  one  young  Sahrawi  in  a  deser 
ed  back  street  of  Al  Ayun:  After  th 
gulf  war,  "we  fear  that  the  U.  S  wi 
support  whatever  the  King  desires." 

So  no  matter  how  the  referendui  Ml 
turns  out,  Moroccan  rule  in  the  Wester  KM 
Sahara  will  probably  be  as  enduring  a 
the  nomads'  stone  circles. 

CHARLES  HOOl 

Charles  Hoots  is  an  editorial  assista7it  i 
BUS1SESS  WEEK'S  Paris  bureau. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HIS  FACTORY  REBOUND 
N'T  BUILT  TO  LAST 


ill 


THE  SURGE  IN 
NEW  ORDERS 


anufacturers  wore  down  their  pencils  in  July. 
The  Commerce  Dept.  says  that  producers  of 
durable  goods,  such  as  computers,  cars,  and 
liances,  wrote  up  new  orders  at  the  fastest  clip  in  20 
rs.  The  financial  markets  reacted  as  if  the  factory 
or — and  the  recovery — were  off  to  the  races.  Cyclical 
:ks  rallied,  bonds  sold  off  on  inflation  fears,  and 
cipation  of  an  imminent  easing  of  monetary  policy  by 
Federal  Reserve  began  to  fade. 
;  a  manufacturing  boom  in  the  making?  Hardly.  First 
.11,  such  ebullience  in  new  orders  is  at  odds  with  other 
Drts.  A  July  survey  of  1,000  manufacturers  by  Dun  & 
dstreet  Corp.  ^ays  that  business  conditions  remained 
•ecession  levels  and  that  expectations  deteriorated, 
a  addition,  prices  of  industrial  materials  in  mid-Au- 
t  fell  to  their  lowest  level  in  more  than  four  years,  a 
i  that  demand  is  still  soft.  Exports  dropped  in  both 
y  and  June.  And  most  factories  are  still  laying  off 
*kers  instead  of  adding  new  ones.  Against  that  back- 
p,  the  July  report  on  orders  is  much  less  impressive. 

The  booming  aircraft  indus- 
try accounted  for  much  of  the 
July  jump  in  orders.  Bookings 
rose  by  10.7%  (chart),  the  larg- 
est increase  since  December, 
1970.  Excluding  planes,  cars, 
and  other  transportation  equip- 
ment, orders  still  rose  a  hand- 
some 6%.  In  August,  however, 
bookings  are  likely  to  retrace 
much  of  their  July  rise.  Aircraft 
orders  will  fall  back,  as  they  al- 
ys  do  after  a  big  rise.  Combining  July  and  August 
;a  will  give  a  truer  reading  of  demand. 
"  To  be  sure,  factory  output  is  rebounding  from  its 
:ession  lows.  Through  July,  industrial  production  has 
en  for  four  consecutive  months,  fueled  by  postwar 
kup  in  demand  for  homes,  autos,  and  other  consumer 
ods.  The  July  surge  in  orders  assures  further  output 
i  ins  in  the  months  immediately  ahead,  but  it  does  not 
arantee  that  manufacturing  is  home  free. 

THE  TRICK  As  in  all  recoveries,  factories  are  benefit- 
rVILL  BE  ing  from  a  positive  swing  in  the  inventory 
KEEPING  cycle.  Supplies  were  low  before  the  reces- 
9EMAND  UP  sjorij  ancj  tney  were  ]iqUidated  during  the 
wnturn.  When  demand  picked  up  after  the  war,  busi- 
sses  found  that  stock  levels  were  too  low  relative  to 
les.  Presto:  Orders  and  output  are  now  rising. 
The  trick  may  not  be  so  easy  this  time  around,  though. 
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Demand  sets  the  inventory  cycle  in  motion,  but  it  must 
remain  strong  for  inventory  rebuilding  to  keep  the  recov- 
ery going.  That's  the  problem.  So  far,  the  growth  of 
consumer  spending  has  been  subdued  compared  with 
past  recoveries.  And  there  are  increasing  signs  that  con- 
sumers do  not  have  the  will  or  the  way  to  sustain  these 
inventory-led  gains  in  output. 

Some  of  the  latest  indications  of  that:  In  July,  real 
retail  sales  were  barely  above  their  March  level,  and 
purchases  of  existing  homes  fell  sharply,  adding  to  fears 
that  the  housing  recovery  is  faltering.  In  August,  car 
sales  toppled  back  to  recession  levels,  darkening  the 
outlook  for  fourth-quarter  car  output.  And  consumers 
continued  to  lose  confidence — just  the  opposite  of  what 
typically  occurs  three  or  four  months  into  a  recovery. 


GNP  WILL 
POST  A 
GAIN  THIS 
QUARTER 


The  current  swing  in  inventories  will 
have  its  greatest  impact  on  real  gross 
national  product  in  the  third  quarter,  but 
that  lift  will  not  carry  into  the  fourth 
quarter  without  more  help  from  consumers.  The  govern- 
ment's latest  revision  to  GNP  shows  a  0.1%  drop  in  the 
second  quarter,  compared  with  the  0.4%  gain  originally 
reported.  Consumer  spending  was  not  as  strong  as  first 
reported,  and  inventory  liquidation  was  much  larger. 

The  revision  makes  three  consecutive  quarterly  de- 
clines in  real  GNP,  but  the  economy  will  undoubtedly 
post  a  gain  in  the  third  quarter.  Inventories  have  now 
been  cut  deeply  for  three  consecutive  quarters  (chart). 
The  production  gains  already  in  progress  will  reverse 
this  liquidation  and  give  GNP  a  big  boost  this  quarter. 

Rising  auto  production  will 
lead  the  way.  Detroit  is  making 
cars  at  a  6.5  million  annual  rate 
this  quarter.  That's  a  big  accel- 
eration from  only  5.3  million  in 
the  second  quarter,  when  it  was 
struggling  to  reduce  its  inven- 
tories of  unsold  cars. 

However,  fourth-quarter  auto 
production  could  be  a  different 
story.  Car  sales  in  the  first  20 
days  of  August  fell  to  an  annu- 
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al  rate  of  6.1  million  from  6.8  million  in  July.  If  buyers 
are  losing  interest,  Detroit  may  cut  next  quarter's  out- 
put. It  is  already  scheduled  to  drop  to  about  6  million. 

Concern  about  consumer  demand  extends  well  beyond 
cars,  however.  Consumers  still  face  an  uncertain  job 
market,  given  the  restructuring  in  many  service  indus- 
tries, which  employ  three-fourths  of  all  workers.  Many 
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businesses  are  cutting  back  on  their  labor  costs  as  prof- 
its continue  to  get  squeezed. 

Operating  profits,  adjusted  for  inventories  and  depre- 
ciation allowances,  edged  up  by  $1.7  billion  last  quarter, 
to  an  annual  rate  of  $287  billion  (chart).  However,  that's 
6.1%  below  a  year  ago,  and  margins  are  still  under 
pressure.  That  increases  the  likelihood  of  more  layoffs, 
the  main  reason  why  consumers  are  on  edge. 

WANTED:  Consumers  grew  more  pessimistic  in  Au- 

SOME  gust,  according  to  the  Conference  Board. 

CONSUMER  Us  index  of  consumer  confidence  fell  to 

CONFIDENCE  76  3  from  77  7  in  July  and  81  q  in  March, 

immediately  following  the  victory  in  the  Persian  Gulf 
(chart).  The  report  did  say  that  most  of  the  responses 
came  before  the  Soviet  turmoil,  and  optimism  may  have 
rebounded  a  bit  after  the  coup  failed. 

But  not  necessarily.  That's 
because  consumers  are  more 
worried  about  their  jobs  and  in- 
comes than  they  are  about 
who's  running  the  Soviet  Union. 
The  Conference  Board  says  that 
38.6%  of  households  feel  that 
jobs  are  hard  to  get.  That's  up 
from  37.6%  in  July  and  22.19?  in 
July,  1990,  when  the  recession 
began,  and  it  is  the  highest  per- 
centage in  seven  years. 


PROFITS  MAKE 
LITTLE  HEADWAY 
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In  addition,  the  Conference  Board  says  that  80%  of 
consumers  expect  their  incomes  to  hold  steady  or  decline 
within  the  next  six  months.  Sluggish  income  growth  is  a 
big  reason  why  this  recovery  remains  tenuous.  Consum- 
ers have  increased  their  spending  at  the  expense  of 
savings.  A  smaller  paycheck  would  only  worsen  the  av- 
erage household's  financial  position. 

So  it's  not  surprising  that  households  are  cutting  back 
on  their  buying  plans.  The  recent  rebound  in  home  sales 


has  caused  some  pickup  in  plans  to  purchase  m 
appliances.  But  other  big-ticket  items,  such  as  c 
houses,  and  vacations,  are  being  crossed  off  many  s 
ping  lists,  says  the  Conference  Board. 

Certainly,  consumer  pessimism  about  the  future 
big  threat  to  the  housing  recovery.  Mortgage  rates  1 
be  falling,  but  consumers  are  unlikely  to  buy  a  hous 
they  are  worried  about  their  jobs.  Indeed,  the  la 
reports  from  the  housing  industry  illustrate  that 
rebound  so  far  has  been  pretty  lackluster. 

Sales  of  existing  homes  fell 
by  a  steep  6.7%  in  July,  to  an 
annual  rate  of  3.35  million,  says 
the  National  Association  of 
Realtors.  And  members  of  the 
National  Association  of  Home 
Builders  say  that  sales  of  new- 
homes  slowed  as  the  summer 
progressed.  According  to  the  as- 
sociation, 42%  of  builders  re- 
ported that  sales  were  poor  in 
August.  That's  a  sharp  increase 
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from  35%  in  July  and  32%  who  reported  weak  sales 
May  and  June.  Consumer  pessimism  seems  destined 
keep  the  housing  recovery  in  low  gear. 

In  addition,  unless  consumers  start  showing  more 
thusiasm  about  spending,  businesses  will  have  little  ri 
son  to  boost  their  orders  further  in  an  effort  to  restc 
their  inventories.  The  ratio  of  inventories  to  sales  i 
manufacturers,  wholesalers,  and  retailers  jumped  duri 
the  recession,  indicating  that  stock  levels  were  high 
than  desired.  But  going  into  the  third  quarter,  the  ra 
was  back  to  where  it  was  prior  to  the  recession. 

That's  a  sign  that  inventories  are  about  where  bu 
nesses  would  like  them  to  be.  From  here  on  out,  gains 
factory  production  will  depend  on  the  pace  of  demar 
But  without  consumers,  manufacturers  can  expect 
give  their  order  pencils  a  rest  in  coming  months. 


CONSTRUCTION  SPENDING 


Tuesday,  Sept.  3,  10  a.m. 
Spending  on  building  projects  probably 
advanced  by  a  small  0.4%  in  July,  accord- 
ing to  economists  polled  by  MMS  Interna- 
tional, a  unit  of  McGraw-Hill  Inc.  How- 
ever, the  increase  may  be  higher  than 
expected,  as  indicated  by  the  1%  gain  in 
new  construction  contracts  in  July,  re- 
ported by  McGraw-Hill's  F.  W.  Dodge 
Div.  In  June,  construction  spending  rose 
by  only  0.3%,  as  weakness  in  nonresiden- 
tial building  offset  gains  elsewhere. 


NAPM  SURVEY 


Tuesday,  Sept.  3,  10  a.m. 

The  National  Association  of  Purchasing 

Management's  index  of  industrial  activi- 


ty likely  edged  up  to  52.5%  in  August 
from  51.8%  in  July,  say  MMS  economists. 
If  so,  August  would  be  the  third  month 
in  which  the  index  indicated  that  the  fac- 
tory sector  was  expanding.  Of  interest 
to  forecasters  will  be  the  NAPM's  reading 
on  inventories  for  August.  They  have 
already  fallen  for  32  months  in  a  row. 

CAPITAL  SPENDING  

Thursday,  Sept.  5,  8:30  a.m. 
The  Commerce  Dept.'s  survey  of  capital- 
spending  plans,  taken  in  July  and  Au- 
gust, may  show  that  budget  plans  have 
been  cut  back  for  the  second  half  of 
1991.  In  the  report  taken  in  April  and 
May,  spending  was  slated  to  increase  by 
2.8%  in  the  second  half,  after  an  expect- 
ed rise  of  1.5%  in  the  first  two  quarters 


before  inflation  adjustments.  Howevt 
business  investment  actually  fell  in  tl 
first  half,  according  to  Commerce's  rea 
ing  of  the  gross  national  product.  Th 
suggests  that  outlays  for  new  plan 
and  equipment  are  much  softer  th, 
first  thought. 

EMPLOYMENT 


Friday,  Sept.  6,  8:30  a.m. 
The  MMS  consensus  expects  that  no? 
farm  payrolls  rose  by  a  modest  46,0( 
jobs  in  August.  That  would  reverse  th 
51,000  slots  lost  in  July  and  would  b 
only  the  second  gain  in  payrolls  th 
year.  However,  economists  expect  th 
the  jobless  rate  edged  up  to  6.9%  las 
month  after  it  fell  by  two-tenths  of  on 
percentage  point,  to  6.8%,  in  July. 
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dent  Mikhail  S.  Gorbachev,  who  for  six 
years  had  dazzled  the  West  with  his 
charm  and  visionary  ideas  of  change. 
Gorbachev  says  he  will  resign  if  the 
union  falls  apart.  But  his  countrymen 
meet  his  threats  with  a  shrug.  Com- 
manding the  agenda  is  Russian  Presi- 
dent Boris  N.  Yeltsin,  a  rough-hewn  Si- 
berian whose  gutsy  stand  against  coup 
plotters  won  him  hero  status  worldwide. 

Like  so  much  else  in  Russia  now,  that 
image  may  change  overnight.  Yeltsin  is 
acting  less  like  a  democrat  and  more  like 
an  autocrat  grabbing  power  by  decree. 
His  Roditia — "Russian  Motherland" — 
political  stance  has  sown  alarm  through- 
out the  country's  other,  extraordinarily 
diverse  republics.  They  see  Yeltsin  as 
yet  one  more  in  a  long  line  of  Russian 
imperialists.  Says  Oleksander  Sav- 
chenko,  chief  economist  of  Rukh,  the 
Ukrainian  independence  movement: 
"The  biggest  danger  today  is  a  renais- 
sance of  the  Russian  empire."  In  a 
spasm  of  protective  reaction,  seven  of 
the  country's  15  republics  now  claim  in- 
dependence (map). 

WHO'S  COT  THE  BUTTON?  At  worst,  the 
breakup  could  turn  grisly.  Russia  alone 
has  some  70  unresolved  external  and 
intrarepublic  border  disputes.  Unless 
checked,  the  conflicts  promise  to  touch 
off  a  painful  redrawing  of  national  bor- 
ders and  ethnic  battles,  threatening  Eu- 
ropean stability  far  more  than  the  cur- 
rent conflict  in  Yugoslavia  (page  59). 

For  Americans  still  exulting  over  the 
collapse  of  their  old  archenemy,  here's 
another  chilling  thought:  The  disinte- 
grating Soviet  Union  has  at  least  25,000 
nuclear  warheads.  Pentagon  officials 
froze  at  news  that  during  the  attempted 
coup,  control  of  Soviet  strategic  forces 
temporarily  fell  into  the  hands  of  the 
hardliners.  Now,  according  to  Russian 
Vice-President  Alexander  Rutskoi,  Yelt- 
sin wants  his  finger  on  the  nuclear  but- 
ton alongside  Gorbachev's.  Few  Western 
security  experts  worry  about  Soviet 
long-range  weapons,  but  as  long  as  polit- 
ical instability  remains,  the  short-range, 
tactical  missiles  scattered  around  the  re- 
publics will  bedevil  the  Soviet  Union's 
neighbors. 

Yet  for  the  Soviet  people,  charting  a 
new  economic  future  promises  to  be  an 
invigorating  task.  The  incredible  events 
of  late  August  lend  hope  for  a  resurgent 
economy  that  could  harness  the  coun- 
try's vast  natural  wealth  and  top-flight 
technical  talent.  The  destruction  of  the 
Stalinist  command  economy  will  unleash 
a  host  of  grass-roots  free-market  initia- 
tives. At  the  same  time,  national  and 
local  elections  will  weed  out  leftover 
Communist  hard-liners  opposed  to 
change.  "With  the  freedom  of  local  elec- 
tions, marketization  and  privatization  at 


the  local  level  in  the  Soviet  Union  will 
explode,"  says  the  Brookings  Institu- 
tion's Clifford  G.  Gaddy,  an  expert  on 
the  Soviet  economy. 

The  risks  no  doubt  are  great,  but  the 
rewards  are  commensurate,  says  Alex- 
ander Romanovski,  deputy  general  direc- 
tor of  Crosna,  a  privately  owned  Mos- 
cow startup.  The  company,  which  makes 
satellite  dishes  and  communications  net- 
works, expects  to  boost  dramatically  last 
year's  sales  of  about  $30,000  by  setting 
up  links  between  some  of  the  Soviet 
Union's  3,000  new  commercial  banks  and 
several  dozen  fledgling  stock  exchanges, 
■wows  the  time.'  Western  executives 
are  expressing  more  tempered  optimism. 
In  the  past  two  years,  many  deals  and 
investments  have  languished  as  repub- 
lics and  the  Kremlin  warred  over  tax 
rates,  foreign  investment  rules,  and  pri- 
vatization. Now,  says  George  Reese, 
managing  partner  of  Ernst  &  Young  in 
Moscow,  "even  if  the  union  pulls  back, 
the  republics  will  maintain  control  over 
foreign  investment  in  their  areas.  That's 
a  positive." 


Coca-Cola  Co.,  for  one,  seems  i 
daunted.  It  announced  on  Aug.  28  thai  0 
would  open  a  new  office  in  Kiev  a 
transfer  management  of  its  Baltic  ope 
tions  to  its  Nordic  division,  based 
Oslo.  "It  seems  that  now's  the  time 
make  a  move  in  the  various  republic: 
says  Coke  President  Donald  R.  Keouj 

Others  say  investing  in  the  Sov 
Union  will  remain  a  gamble  until  its  { 
litical,  geographic,  and  economic  sha 
becomes  clearer.  Says  Michael  Adan  . 
chief  executive  of  the  advertising  a  isi* 
consulting  joint  venture  Young  &  Ru  •>. 
cam/Sovero  in  Moscow:  "It's  like  goi  }j 
to  the  races  twice  a  year.  You  take  [Eas 
bucks,  put  it  in  you*-  pocket,  and  be  pi 
pared  to  lose  it."  The  messy  work  bs 
determining  which  republics  will  ha  jalf 
their  own  currencies,  who  will  assur  1  [or 
responsibility  for  paying  the  Sovi  i  of 
Union's  $64  billion  in  foreign  debt,  a  |s 
who  controls  the  natural  resources  ai 
transportation  is  just  beginning.  All  th 
spells  uncertainty. 

The  biggest  imponderable  is  politic; 
Some  of  the  Soviet  republics,  such  as  tl 
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laine,  are  declaring  indepen- 
ce.  But  after  a  period  during 
zh  they  sort  out  their  nation- 
lentities  and  gain  self-confi- 
ne, they  could  seek  future 
s  in  some  kind  of  loose  com- 
iwealth  or  confederation  with 
sia  and  other  republics.  Or, 
Baltics  and  the  Ukraine  could 
aiii  forever  free.  That  would 
e  a  slimmed-down,  tightly 
core  of  Russia  and  perhaps 
e  poor  Central  Asian  repub- 
clinging  to  it. 

sh  start.  The  newly  empow- 
1  republics  won't  necessarily 
re  all  the  right  economic  deci- 
iS.  Eastern  Europe's  behavior 
ir  the  Berlin  Wall  came  down 
ids  as  a  sobering  object  lesson.  When 
wall  fell,  Moscow's  former  satellites 
id  for  economic  self-sufficiency  in- 
id  of  pushing  trade  among  them- 
es. They  rejected  calls  for  an  East- 
European  common  market  as  a  dead- 
system  of  poor  countries  trading 
l  poor  countries.  To  their  long-term 
lomic  detriment,  they  preferred  new 
s  to  wealthier  Western  nations.  Bush 


Administration  specialists  expect  that 
Soviet  republics  will  fall  into  the  same 
pattern.  Only  after  a  long  and  painful 
period  of  shock  will  they  make  the  nec- 
essary economic  corrections. 

For  foreign  business,  the  unraveling 
also  means  lots  of  unexpected  work. 
Many  deals  that  So- 
viet ministries  nego- 
tiated with  Western- 


as  the  Soviet  Union,  but  a  new  map  is  emerging. 
Baltic  states  have  independence  in  the  bag.  Others, 
l  as  the  Ukraine,  Byelorussia,  and  Uzbekistan,  want 
dIIow  suit  yet  may  meet  Russian  resistance.  Still 
;rs,  such  as  Armenia,  seek  greater  autonomy 
lout  a  complete  break  with  Moscow 


Russian  republic-the  country's  largest-has  147 
ion  inhabitants,  83%  of  them  Russian.  It  boasts  most 
ne  country's  oil  and  gas  reserves,  as  well  as  plentiful 
plies  of  timber  and  metals.  Among  its  manufacturing 
-lopolies:  sewing  machines,  telephones,  and  color 
>to  film 


Ukraine,  population  51 .7  million,  is  71%  Ukrainian 
I  20%  Russian,  with  a  smattering  of  Moldavians, 
lorussians,  and  Poles.  A  major  agricultural  and 
ustrial  region,  it's  also  a  center  of  coal  production, 
lile  the  Ukraine  declared  its  full  independence  on 
3.  24,  Yeltsin  won't  let  it  go  without  a  fight 

'akhstan's  population  of  16.5  million  breaks  down  into 
Yo  Kazakhs,  41%  Russians,  and  6%  Ukrainians.  Once 
jdfastly  behind  Gorbachev,  the  republic  now  says  it 
n't  sign  a  union  treaty.  While  it  has  large  reserves  of 
and  gas,  its  ethnic  mix  is  potentially  dangerous 


which 

our  supplies, 


ers,  from  supply  agreements  to 
joint  ventures,  will  now  have  to 
be  reconfirmed  with  republican 
authorities.  In  the  Ukrainian  cap- 
ital of  Kiev,  one  foreign  company 
facing  big  changes  is  Wisconsin- 
based  household-products  maker 
S.  C.  Johnson  &  Son.  Its  joint 
venture,  S.  C.  Johnson  Kiev 
Corp.,  has  relied  on  a  series  of 
barter  deals  with  other  republics 
for  most  of  its  supplies.  Now, 
says  general  manager  James 
Shepherd,  "we  don't  know 
whether  we  will  need  export  li- 
censes from  the  Ukraine  or 
whether  we  can  continue  to  bar- 
ter with  other  republics."  Anoth- 
er new  worry:  "We  don't  know 
currency  we  will  have  to  pay  for 
he  says. 

Likewise,  foreign  business  will  have  to 
grapple  with  the  managerial  chaos  trail- 
ing in  the  coup's  wake.  The  shrinking  of 
the  central  government  will  put  thou- 
sands of  bureaucrats  out  of  work  across 
the  country.  Enterprises  that  relied  on 
central  supply  systems,  especially  in  the 
military-industrial  complex,  will  be 
forced  to  seek  other  sources  of  raw  ma- 
terial. A  network  of  new  exchanges 
trading  oil,  construction  materials,  and 
other  supplies,  now  numbering  300  na- 
tionwide, is  sure  to  grow  but  may  not  be 
sufficient  to  meet  the  needs  of  industry. 
shifting  sands.  In  short,  the  situation 
is  so  unpredictable  that  it's  premature  to 
indulge  fantasies  of  a  free  market 
stretching  from  Dublin  to  Vladivostok. 
That  means  it'll  be  nigh-on  impossible 
for  the  Europeans,  Americans,  and  Japa- 
nese to  forge  a  common  response  to  the 
,  new  Soviet  Union,  much  less  to 
v  the  shock  waves  rattling  through 
/  Eastern  Europe  and  the  Balkans 
k  (page  32). 

I  The  rapid  flight  of  Soviet  repub- 
\i  )  lies  from  the  center  highlights  the 
power  of  nationalist  sentiment, 
long  held  in  check  by  brute  Communist 
rule.  If  central  authority  dissolves,  se- 
vere social  disorder  and  ethnic  strife 
could  result.  Minorities  throughout  the 
union,  once  protected  by  central  control, 
will  be  vulnerable  to  backlash,  particu- 
larly in  the  Central  Asian  republics. 
Muslim  ethnic  roots  in  Azerbaijan,  for 
example,  reach  toward  Tehran,  not  Mos- 
cow. The  shifts,  and  their  geopolitical 
fallout,  could  be  dramatic. 

Managing  the  transition  to  some  form 
of  republican  independence  will  in  any 
case  be  difficult.  The  task  will  grow 
even  greater  if  the  biggest  and  richest 
republics — Russia,  the  Ukraine,  and  Ka- 
zakhstan— reject  any  form  of  union  trea- 
ty and  end  up  competing  among  them- 
selves for  Western  investment.  Also  at 
risk  is  a  pre-coup  agreement  reached 
among  the  republics,  including  the  inde- 
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pendence-destined  Baltic  States,  to  divvy 
up  and  pay  off  the  foreign  debt.  The 
Ukraine  already  is  saying  it  will  not  pay 
its  share  of  any  foreign  debt  incurred 
after  Aug.  24.  Should  a  foreign  debt  re- 
payment scheme  fall  apart,  Western 
banks  will  be  loath  to  extend  credit  to 
any  newly  independent  republic. 

One  crucial  factor  in  coming  weeks 
will  be  the  mercurial  relationship  be- 
tween Yeltsin  and  Gorbachev.  Yeltsin 
wasted  no  time  muscling  Gorbachev 
aside  after  his  rescue  from  his  Crimean 
dacha.  The  Russian  President  seized 
control  over  all  the  property,  enter- 
prises, ministries,  and  services  on  Rus- 


By  next  June,  the  Russian  govern- 
ment aims  to  make  the  ruble  convertible 
on  Russian  territory  and  across  the  Sovi- 
et Union,  according  to  economist  Gen- 
nady  Filshin,  a  Yeltsin  aide.  To  support 
that  effort,  the  Russians  will  ask  the. 
West  to  help  establish  a  fund  of  at  least 
$10  billion  to  $15  billion. 
built-in  brakes.  Even  if  Gorbachev  and 
Yeltsin  cooperate,  newly  emboldened  re- 
publics could  thwart  them.  Republics 
from  the  Baltics  to  the  Ukraine  are  ada- 
mant about  creating  their  own  money. 
Fed  up  with  Moscow's  interference  in  its 
own  economy,  the  Ukraine  is  planning  to 
establish  its  own  internally  convertible 


sian  territory.  He  browbeat  Gorbachev 
into  accepting  nearly  all  his  governmen- 
tal appointments,  such  as  the  liberal  Va- 
dim  Bakatin  as  KGB  chief,  and  feinted  at 
taking  over  all  foreign-exchange  trans- 
actions. He  also  raised  fears  in  republics 
such  as  the  Ukraine  and  Kazakhstan 
that  Russia  might  seize  land  holding 
large  ethnic  Russian  populations. 

Yet  at  the  same  time,  Yeltsin  is  work- 
ing with  Gorbachev  to  transfer  much  of 
the  old  Soviet  central  control  into  Rus- 
sia's hands.  Key  decisions  may  be  made 
at  a  Sept.  2  meeting  of  the  Congress  of 
People's  Deputies.  Both  Gorbachev  and 
Yeltsin  are  urging  that  the  republics 
agree  to  sign  an  "economic  convention" 
establishing  their  commitment  to  com- 
mon financial  and  banking  policies.  A 
new  economic  committee,  with  republi- 
can representatives,  will  try  to  set  quo- 
tas for  a  monetary  supply  in  each  repub- 
lic, says  Nikolai  Petrakov,  a  former 
Gorbachev  economic  adviser. 


currency  within  six  months,  backed  by  a 
$1  billion  reserve  fund.  Three  factories 
have  already  been  tapped  to  print  the 
new  grivna,  named  for  the  medieval 
Ukrainian  monetary  unit. 

Despite  such  bold  moves,  there  are 
some  natural  brakes  on  just  how  far 
economic  decentralization  can  go.  State- 
created  monopolies  produce  more  than 
three-quarters  of  the  major  investment 
and  consumer  goods  in  the  Soviet  Union. 
A  factory  in  the  Azerbaijani  capital  of 
Baku,  for  example,  builds  all  of  the 
sucker-rod  pumps  essential  for  oil  wells 
from  the  Caspian  Sea  to  the  frozen  tun- 
dra of  Western  Siberia's  oil  fields.  All  of 
the  nation's  deep-freezers  are  made  ei- 
ther in  Moldavia  or  Siberia.  If  the  repub- 
lics become  independent,  they  may  find 
themselves  expending  precious  hard  cur- 
rency for  a  scarce  item  that  central  plan- 
ning used  to  assure  them. 

Over  time,  it's  likely  that  these  monop- 
olies will  be  broken  up  or  sold  as  individ- 


ual republics  move  toward  a  mai! 
economy.  Both  Russia  and  Kazakhs! 
have  already  passed  laws  on  privat^l, 
tion  and  are  working  on  foreign  invB 
ment.  Russia  is  expected  to  rewrite™*" 
law  on  property  ownership  to  rid  i»L 
Marxist  cobwebs  prohibiting  citizft^ 
from  holding  full  rights  over  their  laft. 

Such  moves  form  the  foundation  «i 
market  economy  that's  already  takHv 
shape  in  Russia  and  other  republw 
Commercial  banks  and  commodities  mi 
changes  are  sprouting  like  mushroom 
in  a  Russian  forest.  Altogether,  mis 
than  11  million  people — 8%  of  the  laft; 
force — now  work  in  private  stores  ft  • 
factories. 

Even   in   spots   such  u 
Perm,  a  drab  Urals  militM 
factory  town  of  1.5  million-! 
form  of  grass-roots  capiB 
ism   is  springing  up.  Ml 
three  years  now,  Permkd—J 
bank,  a  commercial  bawl 
has  been  loaning  money  sm 
helping  businesses,  such  I 
a  local  TV  station,  buy  n« 
equipment.  Now  it's  woft 
ing  on  issuing  credit  carftl 
and  installing  Western-stJ  | 
automatic  teller  machinl 
for  the  use  of  8,000  work*, 
at  a  local  oil  refinery. 
user  fees.  In  Kiev,  freedol 
minded  government  officici 
think  the  Ukraine  can  stl 
vive  on  its  own  precisely  ift 
cause  other  republics  nel 
its  output,  raising  hop! 
that  former  Soviet  statB 
may  learn  to  trade  with  eal 
other.  The  Ukraine  can  mol 
than  feed  itself  and  exporft 
milk,  meat,  and  grain  to  tn 


rest  of  the  Soviet  Union.  Since  Soviet 
pipelines  and  transportation  networn 
cross  Ukrainian  territory  to  major  porf 
such  as  Odessa,  the  government  aims  I 
earn  hard  currency  by  charging  rent  art 
user  fees. 

With  all  this,  the  political  and  econorl 
ic  life  of  millions  of  erstwhile  Soviet  cil 
zens  has  spun  out  of  Moscow's  control 
The  Soviets  have  traveled  an  extraorcl 
nary  path  in  the  past  two  years.  An  evel 
more  tumultuous  era  is  dawning  for  tl| 
once-mighty  superpower's  15  republic;! 
It  is  conceivable  that  they  could  spir;| 
toward  total  disintegration.  But  donl 
bet  on  it:  The  broad  current  runninl 
through  Soviet  life  has  been  towarl 
vastly  expanded  freedoms.  The  worll 
now  may  be  witnessing  the  start  of  I 
remarkable  economic  turnaround. 

By  Rose  Brady  in  Moscow  and  PeteX 
Galuszka  in  New  York,  with  Patricia 
Kranz  in  Kiev,  Bill  Javetski  i\ 
Washington,  and  Igor  Reiehlin  in  Bonn  1 
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HE  SALTS  ARE  FREE 
-BUT  'WINTER  IS  COMING' 


he  top  priority:  Disengaging  from  the  collapsing  Soviet  economy 


Several  days  after 
the  failed  Soviet 
coup,  Communist 
Party  appa  ra  tch  ik  i 
dutifully  reported 
for  work  at  the 
Central  Committee 
headquarters  in  Tal- 
m,  Estonia's  quaint  capital  on  the  Gulf 
'.  Finland.  There  they  got  the  biggest 
>lt  since  natives  watched  Stalin's  troops 
iize  the  Baltic  states  51  years  ago.  The 
uilding  had  been  shut  by  order  of  the 
ty  council.  The  likely  new  occupant:  a 
lurch  that  plans  to  use  it  for  Bible 
lasses. 

In  the  blink  of  an  eye,  the  Baits  have 
11  but  won  their  struggle  for  the  free- 
om  that  they  lost  a  half-century  ago. 
Western  nations  from  Denmark  to  Cana- 
a  have  begun  recognizing  the  states' 
^dependence,  and  the  U.  S.  is  expected 
o  follow  suit.  The  Baltics  also  hope 
ventually  to  win  associate  status  in  the 
European  Community.  That  would  "lift 
najor  obstacles  for  us  internationally 
tnd  help  us  domestically,"  says  Janis 
'urkans,  Latvia's  Foreign  Minister.  In- 
leed,  as  part  of  the  EC,  the  three  Baltic 
states  could  receive  $2  billion  to  $3  bil- 
ion  a  year  in  aid  for  the  next  five  to 
sight  years. 

But  a  huge  problem  remains:  creating 


a  viable  economic  system  out  of  the 
ashes  of  the  Soviet  economy.  "People 
have  high  expectations  for  indepen- 
dence," says  Kaja  Kell,  an  economic  spe- 
cialist at  the  Estonian  News  Agency  in 
Tallinn.  "Instead,  there  will  be  unem- 
ployment and  a  fall  in  the  standard  of 
living." 

barter  economy.  To  their  advantage, 
the  Baits  have  a  centuries-old  work  ethic 
and  a  clear  memory  of  better  times. 
Their  Achilles  heel  is  a  lack  of  essential 
energy  supplies  and  raw  materials.  Lat- 
via and  Lithuania  import  90c;!  of  their 
energy  from  other  Soviet  republics,  no- 
tably Russia.  Estonia  is  better  off,  im- 
porting just  one-third. 

One  solution  would  be  to  make  barter 
arrangements  based  on  Baltic  economic 
strengths,  such  as  agriculture.  "We 
have  to  establish  economic  relations  with 
Russia  now.  The  winter  is  coming,  and 
we  need  coal  and  gas,"  says  Jurgis  Jur- 


'People  have high 
expectations.  Instead,  there 
will  be  unemployment  and  a 
fallin  the  standard  of  living' 


gelis,  a  member  of  Lithuania's  parlia- 
ment. "Meat  and  butter  are  kind  of  hard 
currency  for  us.  If  you  want  to  get  a 
tractor,  you  barter." 

Within  months,  the  nearly  worthless 
Soviet  ruble  may  be  replaced  by  Baltic- 
currencies.  Step  one  is  waiting  until  the 
ruble  stops  its  free-fall.  And  Baltic  mon- 
ey managers  can't  wait  to  say  goodbye 
to  Gosbank,  Moscow's  cumbersome  cen- 
tral bank.  The  push  for  new  currencies 
is  already  getting  a  small  boost  from  the 
Bank  of  France.  In  the  1930s,  then-free 
Lithuania  squirreled  away  2.4  tons  of 
gold  in  French  vaults,  now  worth  about 
$27  million.  Latvia  has  1.1  tons.  Estonia, 
though,  has  none. 

The  Baits  have  other  aces  up  their 
sleeves,  too.  They  took  strong  advantage 
of  Gorbachev's  program  to  form  joint 
ventures  with  Western  companies.  Per 
capita,  Estonia  has  more  such  ventures 
than  any  other  republic — about  600.  Es- 
tonia plans  to  introduce  a  privatization 
law  soon  based  on  principles  approved 
this  June.  Latvia  registers  400  joint  ven- 
tures, and  Lithuania  180. 
'TOO  sensitive.'  But  what  happens 
when  private-property  owners  come 
back  to  stake  their  claims?  Consider  the 
plight  of  Henry  Randmark,  owner  of  a 
Hamburg  graffiti-removal  company. 
He's  irked  that  the  Tallinn  government 
won't  acknowledge  his  property  rights. 
Randmark  wants  to  get  back  the  Tallinn 
veneer  factory  his  mother  used  to  own. 
It  still  exists.  "I  could  be  a  millionaire 
many  times  over  if  I  could  get  it  back," 
he  says. 

Adding  to  the  fire  are  residents — 
some  Russian — who  don't  speak  local 
languages  and  may  bear  the  brunt  of 
layoffs  in  the  switch  to  a  market  econo- 
my. Violence  hasn't  marred  ethnic  con- 
flicts in  the  Baltics  as  in  Yugoslavia 
(page  59).  But  tensions  flared  when  Rus- 
sians dominated  anti-independence  ral- 
lies. Things  could  heat  up  if  lots  of  non- 
Baits  find  out  they're  the  first  workers 
to  get  handed  pink  slips. 

Some  worry  that  the  Baltics'  Russians 
will  fight  a  rear-guard  action  to  maintain 
control.  Symbols  of  the  old  order  have 
vanished,  Soviet  customs  offices  and 
borders  ostensibly  have  come  under  lo- 
cal control,  and  the  Communist  Party 
and  the  KGB  are  banned.  But  that  didn't 
stop  KGB  border  guards  from  turning 
away  foreigners  without  Soviet  visas  at 
the  Lithuanian-Polish  border.  "We  don't 
have  full  control  of  our  borders  yet," 
concedes  Endel  Lippmaa,  an  Estonian  of- 
ficial. "When  we  have  that,  the  next 
move  will  be  to  disengage  our  monetary 
and  economic  system  from  the  Soviets'." 
The  trick,  then,  will  be  to  get  the  Baltics 
up  and  running  on  more  than  just  high 
hopes. 

By  Lisa  Trei  in  Tallinn,  with  Igor 
Reichlin  in  Bonn  and  Stewart  Toy  in  Paris 
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THE  WEST  IS  ASKING: 
WHO'S  IN  CHARGE  HERE? 


On  issues  from  trade  to  arms  control,  the  lack  of  a  central  authority  will  hamper  negotiations 


It  may  be  the  under- 
statement of  the  de- 
cade. Soviet  econo- 
mist Grigory  Yav- 
linsky, who  just 
weeks  ago  was 
shopping  a  "grand 
bargain"  swap  of 
Western  aid  for  Soviet  economic  re- 
forms, has  turned  low-key  in  the  after- 
math of  the  abortive  coup.  "The  West 
should  not  rush,"  Yavlinsky  warned  on 
Aug.  2(>.  "Nothing  lias  happened  yet." 

Oh,  yeah?  The  unraveling  of  the  Sovi- 
et empire  that  followed  the  botched  coup 
has  sent  shock  waves  through  the  West. 
From  bank  boardrooms  in  Frankfurt  to 
NATO  strategy  meetings  to  finance  min- 
istries throughout  the  industrialized 
world,  policymakers  are  grappling  with 
the  prospect  of  15  countries  where  one 
superpower  once  stood. 
canny  caution.  In  the  long  term,  the 
West  remains  convinced  that  the  end  of 
the  Communist  empire  will  give  a  big 
push  to  free-market  economics,  democra- 
cy, and  a  general  easing  of  military  ten- 
sion. But  for  now,  Western  leaders  don't 
know  who  they'll  be  dealing  with  on  is- 
sues from  trade  relations  to  nuclear- 
arms  control.  "We  can  no  longer  assume 
that  there  will  be  a  central  government 
or  central  authority  or  a  central  institu- 
tion that  we  can  talk  to  about  reform, 
stability,  or  anything  else,"  says  a  senior 
Bush  Administration  official. 

President  Bush's  caution,  derided  as 
timidity  in  the  early  days  of  the  Soviet 


upheaval,  suddenly  looks  very  appealing 
to  his  peers.  There  is  accord  in  allied 
capitals  that  the  immediate  focus  must 
be  not  on  writing  checks  but  on  building 
a  safety  net  in  case  the  Soviet  economy 
crashes  this  winter.  When  finance  minis- 
try officials  from  the  Group  of  Seven 
industrial  countries  meet  in  Paris  on 
Aug.  30,  they'll  agree  to  provide  whatev- 
er humanitarian  aid  will  be  needed  to 
get  the  Soviets  through  the  winter.  Al- 
ready, the  International  Monetary  Fund 
on  Aug.  27  voted  to  establish  a  $30  mil- 
lion trust  fund  to  finance  technical  aid 
for  the  Soviets  or  their  republics. 

The  longer-term  task  is  tougher.  The 
IMF  and  World  Bank  may  face  their 
hardest  work  since  their  inception.  West- 
ern officials,  who  once  balked  at  giving 
the  Soviet  Union  even  special  associate 
status  in  the  institutions,  now  must  con- 
template multiple  applications  for  full 
membership  from  many  or  even  every 
spun-off  Soviet  republic. 

The  money,  whether  from  those  insti- 
tutions or  from  Western  governments, 
will  be  hard  to  come  by.  Germany  is 
begging  off  doing  more,  citing  the  $33 
billion  already  earmarked  for  Moscow, 
largely  as  the  price  for  reunification. 
France,  recession-plagued  Britain,  and 
the  deficit-strapped  U.  S.  are  unlikely  to 
take  up  the  slack.  "Finding  the  money 
will  be  a  lot  harder  than  deciding  to 
spend  it,"  says  a  senior  U.  S.  diplomat. 

The  European  Community  also  will 
face  a  flood  of  membership  applications 
and  a  sharper  debate  with  the  U.  S.  over 


the  EC's  reluctance  to  open  its  marke 
imports  from  the  East.  If  the  three 
tic  republics  can  wangle  special  statu 
the  EC,  community  experts  estimate 
they'll  get  $2  billion  to  $3  billion  a 
in  aid  for  the  next  five  to  eight  ye 
But,  says  Paul  Zieber,  director  of 
Institute  for  East  European  Market 
search  in  Hamburg,  that  will  fall 
short  of  the  massive  subsidies  Mos 
granted  the  Baltics.  "The  Baltics 
stand  with  outstretched  hands  for 
next  10  years,"  says  Zieber. 
•too  risky.'  Japan  is  better  able  to  h 
but  is  deterred  by  its  own  special  pr 
lems.  Tokyo  will  balk  at  any  direct  fin 
cial  assistance  unless  it  wins  back  fi 
islands  seized  by  the  Soviets  in  the  fi 
days  of  World  War  II.  And  Japan* 
companies,  like  their  Western  count 
parts,  are  increasingly  reluctant  to 
dertake  investment  projects  in  the  So\ 
Union  without  government  guaranti 
"If  not,  it's  too  risky,"  says  Shini 
Ishikawa,  general  manager  of  the  Sov 
Dept.  for  Sumitomo  Trading  Corp. 

The  creditworthiness  of  any  new  Sc 
et  confederation  hinges  on  choices 
republics  make.  This  year  alone,  the 
viets  will  require  about  $21  billion 
hard  currency  to  service  debt  owed 
Western  banks,  estimates  Susan 
Gahler,  an  economist  at  Morgan  Guar; 
ty  Trust  Co.  in  London.  But  it  remains 
be  seen  whether  the  republics  will  rep 
debts  incurred  by  the  Kremlin.  On  At 
28,  Boris  Yeltsin  claimed  for  Russia 
veto  over  all  foreign  exchange  deals  1 
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of  the  Soviet  Union.  A  few  hours 
•2r  he  backed  down,  but  his  flip-flop 
/e  financial  markets  a  sobering  re- 
ader of  the  uncertainty  ahead. 
I  Troubling  as  the  financial  conse- 
ences  of  the  Soviet  upheaval  are,  the 
••eat  to  global  security  may  be  more 
^htening.  For  now,  the  republics  are 
.king  the  right  noises  about  their  de- 
e  to  be  responsible  nuclear  players, 
t  the  world  could  live  on  edge  for 
ars  as  control  of  short-range,  tactical 
clear  weapons  becomes  a  bargaining 
ip  between  republics  in  dispute.  "We 
are  the  justifiable  worry  that  various 


nuclear  weapons  states  could  result 
from  a  collapse  of  the  Soviet  Union," 
says  German  Foreign  Minister  Hans- 
Dietrich  Genscher. 

still  uneasy.  That  uncertainty,  and  the 
sudden  freeze  in  arms  control  as  Soviet 
politics  get  sorted  out,  should  give  NATO 
new  life.  The  inability  of  new  institu- 
tions, such  as  the  Conference  on  Securi- 
ty &  Cooperation  in  Europe,  to  quell 
even  the  civil  war  in  Yugoslavia  under- 
lines the  need  for  NATO.  The  French  are 
wrangling  to  speed  up  a  new,  all-Europe- 
an security  agency  to  replace  NATO.  But, 
says  Helene  Carrere  d'Encausse,  a 


French  Sovietologist:  "Europeans  are 
comfortable  with  NATO  even  if  the 
French  aren't.  NATO  is  necessary  again." 

As  it  grapples  with  this,  the  West 
must  pick  its  way  through  a  political 
mine  field.  French  Prime  Minister  Edith 
Cresson  is  proposing  an  EC  summit 
meeting  with  both  Yeltsin  and  Soviet 
President  Mikhail  Gorbachev.  German 
Chancellor  Helmut  Kohl  rushed  to  invite 
Yeltsin  to  Bonn.  But  Washington  re- 
mains uneasy  about  Yeltsin.  Bush's  ini- 
tial reluctance  to  recognize  Baltic  inde- 
pendence was  an  effort  to  shore  up 
Gorbachev.  And  the  White  House  wor- 
ries about  the  depth  of  Yeltsin's  commit- 
ment to  democracy  and  his  willingness 
to  work  with  other  republican  leaders. 

Fact  is,  the  West  has  little  influence 
over  internal  Soviet  politics.  For  the  past 
six  years,  reformers  such  as  Yeltsin 
have  had  the  luxury  of  never  having  to 
deliver  on  promises.  Now,  absent  effec- 
tive central  authority,  they  have  as- 
sumed the  burden  of  ensuring  stability 
and  maintaining  the  well-being  of  290 
million  people.  If  they  fail,  Yeltsin,  too, 
could  be  swept  away  by  a  whole  new 
wave  of  reactionaries  and  nationalists. 
By  Amy  Borrus  and  Bill  Javetski  in  Wash- 
ington, with  Mark  Maremont  in  London, 
Stewart  Toy  in  Paris,  John  Templeman  in 
Bonn,  and  Karen  Lowry  MHIpi  in  Tokyo 
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A  will  debate  the 
c  political  question  of 
ii  ng  low-cost  farm 
I  ts  from  its  new  asso- 
g  lembers  in  the  East, 
istern  Europe  has 
eason  to  worry  that 
/estern  investment 
w  to  the  resource-rich 
■  republics 


ALLEGIANCES 

The  Administration  is  split 
on  Yeltsin,  because  he  ap- 
pears ready  to  abandon  the 
union  and  go  it  alone.  Che- 
ney sees  him  as  an  efficient 
tool  for  dismantling  the  So- 
viet Union,  but  Bush  and 
National  Security  Adviser 
Scowcroft  worry  about  rais- 
ing the  risk  of  chaos 


SECURITY 

As  France  revives  plans  for 
a  more  European  solution  to 
Continental  security,  the 
U.S.  and  Britain  will  argue 
that  nationalist  tensions 
give  NATO  a  whole  new 
raison  d'etre 


The  business  of  government  is  to  meet  the  changing  needs 
of  people.  And  that  takes  powerful,  reliable  information 
systems.  Which  is  why  you'll  find  Unisys  systems  at  work 
in  the  U.S.  federal  government,  all  50  states,  hundreds 
of  counties  and  cities,  and  in  governments  throughout 
the  world. 

For  instance,  Unisys  systems  help  the  U.S.  Coast  Guard 
run  its  drug  interdiction  and  its  search  and  rescue  programs. 
And  for  126  U.S.  Air  Force  locations  around  the  world,  our 
systems  provide  complete  financial  management. 

In  law  enforcement,  Unisys  systems  help  agencies  in  22 
states,  hundreds  of  local  police  departments,  even  Scotland 
Yard.  We  also  help  administer  billions  of  dollars  in  state  health 
and  human  services  programs. 

Recently,  Unisys  systems  were  chosen  to  support  H.U  D. 
requirements.  And  state  agencies  in  Ohio,  Pennsylvania, 
Florida,  Michigan  and  California  have  given  Unisys  a  vote  of 
confidence  by  placing  large  new  orders. 

They  all  know  they  can  count  on  Unisys  worldwide  to 
keep  on  providing  the  world's  governments  with  all  the  mis- 
sion-critical support  they  need. 

Call  1-800-448-1424,  ext.  69,  and  find  out  how  to  stay 
ahead  of  a  changing  world. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 


A. 


to  be  renegotiated  with  the^epublH 
And  even  if  the  republics  grant  drillH 
rights,  Western  producers  need  accB< 
to  pipelines  and  other  transport  linltd 
It's  not  certain  who  will  control  thosB 
Then,  there  are  difficulties  arisl 
from  the  Soviet  Union's  sheer  size  M 
harsh  climate.  Jebco  Seismic  Ltd.,  a  Ll 
don-based  oil-services  company,  is  lol, 
ing  at  one  field  in  eastern  Siberia  th« 
500  miles  from  the  nearest  pipeline.  Op 
er  infrastructure,  such  as  roads 
warehouse  facilities,  also  must  be  bw 
before  large-scale  drilling  becomes  vfl 
ble  in  many  areas.  "We're  running* 
marathon  here,  not  a  sprint,"  sighs  oB 
European  oil  executive  before  jetting  A 
to  Moscow  again. 

transport  anxiety.  Infrastructure  hi 

become  a  major  issue  in  Amoco  ProdiB 
tion  Co.'s  negotiations  to  develop  a  hul 
oil  field  in  Azerbaijan.  To  avoid  buildiil 
a  costly  pipeline,  it  is  seeking  an  oil-swl 
provision  by  which  Amoco  would  receifl 
crude  at  an  export  location  in  return  fl 
oil  it  pumps  from  the  region.  "The  who! 


SPECIAL  REPORT  I 


WHY  SOVIET  OIL  WELLS 
WON'T  BE  GUSHING  SOON 


Poor  infrastructure  and  complex  politics  will  stymie  even  Big  Oil 


A  mirage?  For  more 
than  three  years,  ex- 
ecutives at  Chevron 
Corp.  have  been  tan- 
talized by  visions  of 
the  25  billion-barrel 
lake  of  oil  under  the 
dusty  terrain  of  Ka- 
zakhstan in  Soviet  Central  Asia.  That's 
2.5  times  the  size  of  Alaska's  Prudhoe 
Bay  when  it  was  discovered  in  1968.  But 
every  time  Chevron  felt  it  was  close  to 
securing  drilling  rights,  its  megadeal 
vanished.  One  problem  was  the  tussle 
for  control  between  the  Ka- 
zakh and  central  Soviet  gov- 
ernments. And  Chevron's 
deal  was  singled  out  for 
attack  by  Moscow  hard-lin- 
ers, who  branded  it  a  give- 
away of  precious  natural 
resources. 

Suddenly,  Kazakhstan 
beckons  again.  The  after- 
math of  the  abortive  coup 
has  sent  Soviet  hard-liners 
packing  and  shifted  power 
to  the  republics.  That  bodes 
well  for  Chevron  and  many 
other  Western  oil  companies 
that  have  been  getting 
bogged  down.  Myriad  prob- 
lems remain,  but  oil  execu- 
tives and  industry  experts 
see  the  door  opening  to  full- 
scale  Western  production 
and  exploration  in  the  Soviet 
Union,  which  has  the  largest 
oil  reserves  outside  the  Mid- 
east. One  optimist  is  James 
H.  Giffen,  president  of  the 
American  Trade  Consortium,  a  multi- 
company  negotiating  group  that  includes 
Chevron.  "If  the  Kazakhs  take  control 
of  this,"  he  says,  "Chevron  will  go  for- 
ward by  the  first  of  the  year  or  earlier." 
bedeviled.  Such  confidence  is  based  on 
a  simple  fact  of  life:  The  Soviet  Union 
and  its  republics  are  heavily  indebted 
and  struggling  economically  yet  have 
few  products  the  world  wants  to  buy.  As 
the  world's  single  largest  oil  producer, 
the  Soviet  Union  earns  nearly  half  its 
foreign  currency  from  oil  exports.  But 
bedeviled  by  outdated  technology  and 
problems  with  equipment  and  transport, 


production  and  exports  have  been  falling 
steadily  (chart).  No  matter  how  Soviet 
politics  shake  out,  only  massive  invest- 
ment and  advanced  technology  from 
Western  oil  companies  can  turn  the  situ- 
ation around. 

Today's  enthusiasm  won't  get  huge 
numbers  of  Western-owned  oil  pumps 
bobbing  on  the  Soviet  landscape  next 
year  or  even  the  year  after.  First,  the 
Soviet  central  government  and  the  re- 
publics need  to  resolve  questions  of  sov- 
ereignty over  oil.  And  most  of  the  repub- 
lics have  yet  to  finalize  critical  laws  on 


taxation,  private  property,  and  repatria- 
tion of  profits.  Western  companies  may 
be  rushing  to  sign  agreements  but  won't 
make  huge  investments  until  they're 
reasonably  confident  they  can  get  their 
money  back.  "Everything  we  take  for 
granted  is  new  to  them,"  says  Constan- 
tine  S.  Nicandros,  chief  executive  of 
Conoco  Inc.,  a  Du  Pont  Co.  unit  that 
hopes  to  begin  production  in  Siberia  by 
1993.  He  adds:  "It'll  take  years  [for  Con- 
oco] to  be  a  sizable  presence." 

Indeed,  all  the  changes  could  create 
new  obstacles.  Deals  already  being  ne- 
gotiated with  Soviet  ministries  may  have 


question  of  how  oil  will  be  transporte 
will  be  very  significant,"  says  PeteiB 
Kennel,  an  Amoco  vice-president. 

Western  oil  companies  can  probably 
expect  more  help  from  their  own  govern- 
ments, which  are  eager  to  find  ways  to 
aid  the  Soviets.  The  European  govern- 
ments are  aggressively  pushing  a  plan 
for  an  energy  charter  that  would  commit 
the  Soviet  Union  and  its  key  republics, 
as  well  as  Eastern  European  countries, 
to  a  raft  of  Western-style  legal  rights  on 
energy  investments.  If  signed,  it  would 
ease  many  oil  company  concerns. 

Thane  Gustafson,  a  Soviet  oil  watcher 
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in  the  Washington  office  of  Cambridge 
Energy  Research  Associates,  predicts 
that  the  Bush  Administration  will  also 
be  backing  Big  Oil  with  more  determina- 
tion (box).  "Yeltsin  will  be  back  to  the 
West,  begging,  and  the  U.  S.  has  no 
money,"  Gustafson  says.  So  the  U.  S. 
will  help  pave  the  way  for  the  Soviets  to 
receive  crucial  needed  private  invest- 
ment. For  example,  the  Administration 
could  put  oil  deals  and  oil-related  issues 
higher  up  on  the  agenda  in  bilateral 
meetings  with  Soviet  and  republic  offi- 
cials. Or  it  could  sign  a  tax  treaty  with 
the  Soviets  or  various  republics  that 
would  eliminate  the  fear  of  companies 
being  taxed  doubly — once  abroad,  a  sec- 
ond time  at  home.  Britain  has  already 
signed  such  a  treaty.  And  Gustafson 
thinks  a  more  positive  Administration  at- 
titude could  loosen  purse  strings  at 
banks  for  financing  oil  deals. 

Even  before  the  coup,  a  handful  of  oil 
companies  had  already  made  some  head- 
way. In  June,  Amoco  signed  a  pact  to 
help  the  Soviets  develop  a  field  in  the 
Caspian  Sea.  France's  Societe  Nationale 
Elf  Aquitaine  last  year  won  the  right  to 
search  for  crude  on  a  13,500-square-mile 
tract  in  Kazakhstan.  But  signing  papers 
is  one  thing;  drilling  for  oil  is  another. 
Elf,  for  example,  has  been  bogged  down 
in  difficulties  over  taxes,  sharing  of  local 
costs,  and  housing  for  employees.  Seis- 
mic studies,  scheduled  to  start  four 
months  ago,  haven't  yet  begun. 
major  cure.  The  best  progress  has  been 
made  by  aggressive  independents.  In 
July,  White  Nights,  a  joint  venture  be- 
tween Houston-based  Anglo-Suisse  and 
Salomon  Brothers  Inc.'s  energy  unit, 
Phibro  Energy,  became  the  first  foreign 
driller  to  export  Soviet  crude  from  its 
fields  in  western  Siberia.  It  has  just  or- 
dered a  fourth  drilling  rig  and  is  negoti- 
ating final  details  of  a  second  venture 
covering  nearby  fields. 

Yet  at  just  20,000  barrels  a  day  so  far, 
White  Nights  is  a  drop  in  the  bucket. 
Only  the  majors  can  cure  the  Soviet  oil 
malaise.  While  Chevron  has  received  the 
most  attention,  other  titans  such  as  Brit- 
ish Petroleum,  Exxon,  Royal  Dutch 
Shell,  and  Unocal  have  all  been  negotiat- 
ing with  authorities  and  hope  to  clinch 
deals  in  the  next  year  or  so.  Still,  no 
matter  how  quickly  the  Soviet  republics 
and  oil  companies  get  around  to  signing 
deals,  it  will  be  at  least  a  decade 
before  Soviet  oil  production  gets  back  to 
the  levels  of  1988,  a  peak  year.  With 
some  of  the  richest  and  least-tapped  re- 
serves in  the  world,  the  region  remains 
one  of  the  most  alluring  spots  on  earth 
for  oilers. 

By  Mark  Maremont  in  London  and 
Mark  Ire//  i)i  Houston,  with  Jonathan 
Levine  in  Paris  and  bureau  reports 


POWER  BROKER 
IN  A  POWER  VACUUM 


Robert  S.  Strauss 
was  having  second 
thoughts.  The  for- 
mer Democratic 
National  Chair- 
man, legendary 
Washington  lobby- 
ist, and  inveterate 
horse  player  had  just  agreed  to  become 
U.  S.  ambassador  to  Moscow  after  a 
week  of  coaxing  by  fellow  Texans 
George  Bush  and  James  A.  Baker  III. 
While  the  President  and  his  Secretary 
of  State  gushed  their  gratitude, 
Strauss  fretted  about  his  inability  to 
speak  Russian  and  his  meager  back- 
ground in  Soviet  af- 
fairs. "We've  been  in 
tougher  spots  than 
this  one,"  said 
Strauss  to  Helen,  his 
wife  of  50  years. 
"Name  one,"  she 
parried.  "I  couldn't," 
Strauss  admits. 

That  was  in  June. 
Since  then,  the  72- 
year-old  Strauss, 
brought  in  to  pro- 
mote economic  rela- 
tions, has  watched 
his  job  description 
change  with  each 
new  headline.  Imme- 
diately after  an  Aug. 
19  revolt  briefly  top- 
pled Mikhail  S.  Gor- 
bachev, Strauss  looked  like  a  poor 
choiee  to  deliver  stern  demarches  to 
the  Moscow  junta.  Just  as  suddenly, 
the  political  atomization  unleashed  by 
the  failed  coup  put  a  premium  on 
Strauss's  talents  as  a  conciliator.  But 
how  does  even  a  sage  political  operator 
successfully  represent  U.  S.  interests 
as  the  Soviet  Union  melts  away? 
expert  assist.  The  new  ambasssador 
has  some  diplomatic  experience,  having 
served  as  U.  S.  Trade  Representative 
and  special  envoy  to  the  Middle  East  in 
the  late  1970s.  And  he'll  get  plenty  of 
technical  assistance  from  the  embassy 
staff  and  Peter  Hauslohner,  a  former 
Yale  University  Soviet  expert  who's  on 
loan  to  Strauss  from  the  State  Dept.'s 
policy-planning  staff. 

Strauss  remains  optimistic  that  he'll 
soon  be  back  at  job  one:  midwifing 
business  deals,  especially  for  that  most 
Texan  of  commodities,  oil.  "We  will  be 


INCOMING  AMBASSADOR 
ROBERT  STRAUSS 


back  to  the  original  mission  soon,  a 
soon  as  there  is  political  stability,"  h 
told  BUSINESS  WEEK  on  Aug.  24,  durin 
his  first  visit  to  Moscow  as  ambass 
dor.  Until  then,  Washington  has  to  in 
vent  ways  to  deal  with  a  swarm  o 
economic  and  security  questions. 

Strauss  will  try  in  the  way  he  knows 
best.  "You've  got  to  romance  'em,"  h( 
says.  Arriving  in  Moscow  just  as  th« 
plotters'  tanks  were  withdrawing 
Strauss  in  a  few  whirlwind  days  me' 
with  Gorbachev  and  Russian  President 
Boris  Yeltsin,  delivered  a  eulogy  frorr 
the  back  of  a  flatbed  truck  at  the  fu 
neral  of  three  anticoup  demonstrators 
and  pressed  as  much 
flesh  as  he  could 
'pigsty.'  If  things 
calm  down  by  the 
time  Strauss  takes 
up  his  post  perma 
nently  in  September 
he  expects  to  empha^ 
size  capital  invest- 
ment as  the  West's 
most  potent  form  of 
aid.  And  he's  sure 
that  his  years  in 
Washington  will  help 
him  find  common 
ground  among  the 
republics.  "Politics 
are  politics,"  Strauss 
said  on  returning  to 
brief  the  President 
in  Kennebunkport. 
Politics  may  well  be  all  that  Strauss 
feels  at  home  with  in  Moscow.  A  senior 
aide  termed  Spaso  House,  the  Moscow 
ambassador's  residence,  a  "pigsty." 
Strauss  himself  learned  how  to  phone 
outside  the  embassy  only  after  inadver- 
tently dialing  an  embassy  cook,  a  fel- 
low Texan,  at  4  a.m. 

Bush  expects  Strauss  to  put  up  with 
the  inconvenience  for  three  years.  "The 
President  wanted  a  direct  channel  he 
could  rely  on  in  Moscow  in  one  of  the 
touchiest  periods  of  U.  S. -Soviet  rela- 
tions," says  a  Republican  insider.  With 
that  kind  of  confidence  from  the  Presi- 
dent, Strauss  is  likely  to  wheel  and 
deal  with  the  best  of  them  in  Moscow. 
Now,  if  he  could  just  learn  the  Russian 
words  for  win,  place,  and  show  . . . 

By  Bill  Javetski,  with  Amy  Borrus,  in 
Washington,  Douglas  A.  Harbrecht  in 
Kennebunkport,  and  Rose  Brady  in 
Moscow 
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Everything  that  could  go 
wrong  did... except  for 
Pitney  Bowes.  They  kept 
us  in  touch  with 


"We  sell  decorative  fabrics 
and  wallpapers  to  interior 
designers  all  around  the 
country.  So  it's  essential 
that  we  stay  in  contact  with 
them  by  mail." 

"That's  why,  before  we 
moved  our  offices  from 
San  Francisco  to  Essex, 
Massachusetts,  we  called 
Pitney  Bowes  and  asked 
them  to  have  a  new  postage 
machine  ready  for  us." 

"The  day  we  arrived,  one 
of  the  first  people  at  our 
door  was  our  Pitney  Bowes 
representative.  And  by  the  end 
of  that  week,  we  had  our  new 
mailing  system  in  place." 

"Unfortunately,  that  was  all. 
Our  desks,  chairs  and  samples 
had  been  delayed  in  the  move. 
All  we  had  was  a  typewriter, 
a  customer  list  and  a  Pitney 
Bowes  mailing  machine." 

"Thanks  to  Pitney  Bowes, 
we  were  able  to  reach  our 
customers  by  mail. ..and 
keep  our  business  running 
during  a  very  trying  time." 

At  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee-"  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1234. 


our  clients." 


Kathleen  Wick  Galacar 
Executive  Vice  President 
Galacar  &  Co. 
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STILL  ON  THE  BENCH 
AT  KICKOFF  TIME 

ONLY  SECOND-STRING  DEMOCRATS  SEEM  WILLING  TO  TAKE  THE  FIELD 


According  to  ancient  ritual,  the  La- 
bor Day  weekend  is  supposed  to 
mark  the  start  of  serious  political 
campaigning — and  sound  the  opening 
bell  for  next  fall's  Presidential  election. 
Not  this  year.  Battling  indecision  and  a 
Soviet  crisis  that  underscores  President 
Bush's  command  of  foreign  policy,  most 
Democrats  are  shunning  the  campaign 
trail  for  the  comforts  of  home. 

Former  Massachusetts  Senator  Paul 
E.  Tsongas,  the  party's  lone  declared 
candidate,  is  taking  some  time  off.  So  is 
Iowa  Senator  Tom  Harkin,  though  he's 
mulling  a  Sept.  15  announcement.  Ar- 
kansas Governor  Bill  Clinton,  expected 
to  reveal  his  plans  soon,  will  spend  the 
next  two  weeks  sounding  out  voters  in 
his  home  state. 

Indeed,  the  only  Democratic  aspirant 
to  take  to  the  stump  during  the  waning 


days  of  August  was  Virginia  Governor 
L.  Douglas  Wilder,  who  took  his  soft 
Southern  drawl  and  a  busload  of  report- 
ers on  a  two-day  New  Hampshire  tour. 
Wilder  blasted  "the  fiscal  follies  back  in 
Washington"  and  unveiled  a  plan  to 
transfer  $50  billion  in  federal  money  to 
state  governments  and  taxpayers.  "I'm 
testing  the  waters,"  he  told  BUSINESS 
WEEK.  "I'm  finding  them  warm."  The 
Virginian  will  announce  his  intentions 
soon.  But  party  pros  believe  he's  mainly 
laying  the  groundwork  for  a  '96  bid. 
"Some  campaign  kickoff,"  mutters  Dem- 
ocratic strategist  Brian  Lunde.  "This  is 
beginning  to  look  like  '56,  when  no  one 
was  interested  in  going  against  [incum- 
bent Dwight]  Eisenhower  except  [Adlai] 
Stevenson." 

Actually,  it's  the  Democrats'  newest 
form  of  spectator  sport:  political  bungee- 


jumping.  In  it,  would-be  candidates  m 
the  cords  of  ambition  to  their  ankle, 
plunge  off  the  precipice  of  desire — ail 
bounce  right  back  to  where  they  starte 
from.  Already,  House  Majority  Leadt 
Richard  A.  Gephardt  of  Missouri  av 
Senators  Albert  Gore  Jr.  of  Tennesse* 
and  John  D.  Rockefeller  IV  of  West  Vil 
ginia  have  sized  up  Bush's  poll  rating! 
and  opted  to  pass.  Stunned  party  off! 
cials  hope  that  the  current  slender  crci 
of  contenders  will  at  least  make  a  cred| 
ble  show  of  engaging  Bush  in  debate. 
'neon  arrow.'  That  won't  be  eas 
Buoyed  by  the  collapse  of  the  Sovi 
empire,  the  "foreign  policy  President" 
bobbing  far  above  the  political  fra 
"The  race  isn't  on,"  says  David  Axelro 
a  Democratic  media  consultant.  "The  o 
ficials  are  there,  the  starter's  gun 
loaded — and  there's  hardly  anyone  o 


WANNABE 
AND  MIGHT 
WANNABES 


L.  Douglas  Wilder,  Virginia's  out- 
spoken governor,  isn't  just  a  mod- 
erate manque.  He's  a  bred-in-the- 
bone  fiscal  conservative.  Unlike 
New  York's  Mario  Cuomo,  whom 
he  loves  to  twit,  Wilder  responded 
to  his  state's  fiscal  crisis  with  sav- 
age spending  cuts  that  averted  the 
need  for  tax  hikes.  Wilder  is  a 
strong  voice  in  his  party's  crusade 
for  civil  rights,  and  his  fiscal  con- 
servatism makes  him  attractive  to 
some  Sunbelt  conservatives.  But 
his  lack  of  national  experience  and 
fondness  for  political  feuding 
make  him  a  long  shot  in  '92 
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starting  line."  Adds  Republican  poll- 
Linda  DiVall:  "No  Democrat  wants 
innounce  after  Labor  Day  and  have 
first  question  be:  'What  would  you 
ibout  Lithuania?'  " 
arlier  this  summer,  Democrats  were 
inning  to  make  some  headway  zing- 
Bush  over  soaring  health  costs,  infe- 
schools,  and  the  squeeze  on  the  mid- 
class.  But  the  domestic  assault  has 
n  muffled  by  events  abroad.  To  com- 
ate  matters,  hopes  that  a  fragile  re- 
ery  might  trip  up  Bush  are  fading.  "I 
eve  we  will  avoid  a  double-dip  reces- 
1,"  says  New  York  Governor  Mario 
Cuomo,  who  nonetheless  insists  that 
;h  is  beatable.  "Eventually,  there'll 
a  neon  arrow  pointing  to  domestic 
blems." 

'hat  may  be.  But  for  the  moment,  a 
'  Democratic  unknowns  are  compet- 
for  public  attention  against  the  back- 
p  of  a  healing  economy  and  a  world 
insed  of  communism.  Says  John  Pe- 
cik,  a  University  of  California  at  Los 
geles  political  scientist:  "Democrats 
'e  convinced  themselves  that  '92  is  a 
aster  in  the  offing,  so  .  . .  what  they 
,  is  fringe  candidates  and  a  self-fulfill- 
•  prophecy." 

ugh  orator.  The  Democratic  field 
ild  still  grow.  For  instance,  there's 
,se  Jackson.  He  boasts:  "I  got  7  mil- 
l  votes  and  1,300  delegates  [in  '88].  By 
/  objective  standard,  I  am  the  front- 
iner."  Jackson  has,  in  fact,  laid  on  a 
tple  of  appearances  in  Iowa.  But  asso- 
tes  still  expect  him  to  accept  a  deal  as 
^  television  commentator  rather  than 
k  being  tagged  as  a  three-time  loser. 


viel 


Nebraska  Senator  Bob  Kerrey,  who  has 
waxed  hot  and  cold  on  '92,  is  warming 
up  to  the  notion  again.  And  in  California, 
former  Governor  Edmund  G.  Brown  Jr. 
may  try  to  beam  himself  back  into  Presi- 
dential contention. 

But  for  now,  party  leaders  are  coming 
to  realize  that  their  nominee  may  come 
from  the  group  of  Presidential  wan- 
nabes affectionately  known  as  "the  Four 
Freshmen"  (box).  The  quartet's  most 
strident  tenor  is  Iowa's 
Harkin.  A  tough  orator, 
he  has  won  raves  from 
party  activists  by  blast- 
ing Bush  as  a  defender 
of  wealth  and  privilege. 
Harkin  backs  a  long 
string  of  expensive  so- 
cial programs  and  his 
main  idea  for  paying 
for  them  has  been  to 
point  to  big  cuts  in  the 
defense  budget. 

Reactions  to  all  this 
are  mixed.  "I'm  excited 
by  Harkin,"  insists 
Maryland  Democratic 
Chairman  Nathan  Landow.  "He's  a 
scrapper,  and  he  makes  Democrats  feel 
like  Democrats  again."  That's  exactly 
what  worries  moderates.  "Harkin  is  not 
a  populist,"  says  one  party  operative. 
"He's  [Illinois  Senator]  Paul  Simon  with 
a  sneer,  [promoting]  the  same  old  social 
welfarism  we  failed  to  sell  in  the  past. 
We  need  something  different." 

Tsongas  certainly  fills  that  bill.  Styl- 
ing himself  as  a  "pro-business  liberal," 
he  is  basing  his  candidacy  on  a  call  for  a 


'No  Democrat 

wants  to 
announce  and 
have  the  first 
question  be: 
"What  would 
you  do  about 
Lithuania?"  ' 


U.  S.  industrial  policy.  Tsongas  wants  to 
cut  capital-gains  taxes,  boost  research, 
and  make  America  a  tougher  interna- 
tional competitor.  But  his  didactic  cam- 
paign style  has  kept  his  candidacy  from 
catching  fire. 

That  leaves  Clinton  and  Wilder  com- 
peting for  the  role  of  leading  Southern 
moderate.  Clinton  would  wage  a  classic 
outsider's  campaign.  He  backs  "work- 
fare,"  education  reform,  means-testing 
for  entitlement  pro- 
grams, and  a  war  on 
Washington  waste. 
Wilder,  while  liberal  on 
abortion  and  civil 
rights,  takes  an  even 
sterner  line,  bragging 
about  his  tough  stance 
against  criminals  and 
his  decision  to  slash  Vir- 
ginia's budget  rather 
than  raise  taxes. 
THREE  Cs.  Of  the  two, 
Clinton  strikes  party 
pros  as  having  the  most 
potential.  But  his  boyish 
appearance — at  45,  he 
looks  a  little  bit  like  a  young  Mickey 
Rooney  on  steroids — and  lack  of  diplo- 
matic credentials  have  Republicans 
chuckling  about  a  '92  "stature  gap"  with 
George  Bush. 

As  for  Bush,  so  far  he  has  been  far 
too  busy  thwocking  golf  balls  and  get- 
ting briefed  on  the  Soviets  to  give  much 
thought  to  the  political  threat  from  the 
Fab  Four.  From  Kennebunkport,  the 
President  has  passed  the  word  that  his 
advisers  should  forget  about  organizing 


■■^■■VHFPV^R^I  Some  of  the  Democrats' biggesl  nami  -  arehang- 
■tHMaHMl  ing  back.  Texas  Senator  Lloyd  Bentsen  ( i  ight ) 
worries  about  being  a  sacrificial  lamb.  Cuomo  is  being  Cuomo,  pepper- 
ing Democrats  with  loads  of  policy  advice — but  remaining  decidedly  un- 
decided about  making  the  race  himself.  Jesse  Jackson  may  take  a  TV  job 


enator  Tom  Harkin  is  a 
led  populist  who  is  raring 
a  pitchfork  into  the  patri- 
le  of  George  Bush.  Harkin 
;s  traditional  themes:  Soak 
i,  channel  the  windfall  to 
Idle  class,  and  replace 
foreign  policy  fascination 
new  emphasis  on  domestic 
ms 


In  HI  \)\  ttTTTm— 

Former  Massachusetts  Senator 
Paul  Tsongas  is  calling  for  a  U.S. 
industrial  policy  that  would  make 
government  and  business  part- 
ners in  meeting  global  economic 
challenges.  Tsongas  urges  Demo- 
crats to  stop  bashing  business.  He 
champions  a  capital-gains  cut, 
more  aid  for  industry  R&D,  and 
support  for  nuclear  power 


K'l'iillU'HiilHl'lTTWW 

Arkansas  Governor  Bill  Clinton  is 
comfortable  with  anti- Washington 
themes.  He  has  earned  national 
recognition  as  a  crusader  for  inno- 
vative educational  programs.  Clin- 
ton also  backs  a  revamped  health 
care  system  and  tax  relief  for  the 
middle  class,  though  details  are 
hazy.  Big  weakness  is  foreign  poli- 
cy. Arkansas  doesn't  have  one 
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any  reelection  drive  until  late  September 
at  the  earliest,  "A  campaign  right  now 
would  make  Bush  a  target,"  says  a  top 
Presidential  political  aide.  "It  would 
harm  more  than  help." 

When  Bush  does  finally  rouse  himself 
to  hit  the  campaign  trail,  don't  expect 
any  flashy  new  moves  from  Mr.  Pru- 
dence. Aides  say  that  the  President  will 
wage  a  classic  "Three  Cs"  campaign, 


railing  against  crime,  Congress,  and  the 
GOP's  biggest  enemy  of  all  in  '92 — com- 
placency. What  would  it  take  to  galva- 
nize Bush  into  action?  Only  the  sudden 
entry  of  Cuomo,  the  Democrats'  reluc- 
tant warrior.  Says  a  Bush  adviser: 
"None  of  the  other  guys  can  get  into  the 
leadership  circle  with  Bush.  Cuomo  has 
some  shrewd  political  skills.  Put  it  this 
way:  He's  more  of  an  adult." 


Both  Roger  Ailes,  Bush's  media  d|« 
and  Rich  Bond,  a  senior  strategist™ 
that  the  Democrats'  distress  calls m 
inevitably  draw  the  New  York  govelo 
into  the  race.  And  if  that  happens,  la 
now  looks  like  a  listless  election  coum 
transformed  into  something  else  agft, 
By  Lee  Walczak  in  Washington,  fml 
Dwyer  in  Nashua,  N.  H.,  and  Dona 
Harbrecht  in  Kennebunkport 


AIRLINES  I 


FACE-LIFT:  A  SPRUCED-UP  LOGO  (FOREGROUND)  ISN'T  ENOUGH  TO  PULL  IN  INVESTORS 


IT'S  A  WING  AND  A  PRAYER 
AT  CONTINENTAL 


Eight  months  into  bankruptcy,  pressure  mounts  to  dismantle  the  airline 


ollis  Harris  was  determined:  The 
December  flight  of  Continental 
Airlines  Holdings  Inc.  into  Chap- 
ter 11  wasn't  going  to  be  another  dispir- 
iting airline  bankruptcy.  Free  from 
Frank  Lorenzo  and  protected  from  its 
debts,  Continental  would  fly  high 
enough  to  attract  new  investors.  With  a 
new  logo  and  a  freshly  polished  image, 
the  airline  would  survive. 

Yet  eight  months  later,  Harris'  Utopi- 
an vision  of  bankruptcy  somehow  dis- 
solved into  a  bizarre  voice-mail  appeal  to 
Continental's  42,000  employees.  Beset  by 
board  pressure  and  executive  infighting, 
Continental's  new  CEO  on  Aug.  20  ex- 
horted his  troops  to  pray  "three  times  a 
day"  for  survival.  "We're  at  war  with 
forces  within  and  outside  the  company," 
Harris  intoned  mysteriously.  The  next 
day,  the  board  ousted  him. 

Turmoil  is  nothing  new  at  Continental. 
But  with  Harris'  departure,  pressure  is 
building  to  dismantle  the  airline,  not  pre- 


serve it.  While  Continental's  board  is 
searching  madly  for  a  savior,  its  credi- 
tors already  are  nervous  about  getting 
short  shrift  in  a  board-sponsored  reorga- 
nization plan.  Given  the  current  state  of 
the  capital  markets  and  the  company's 
labyrinthine  debt,  finding  a  single  buyer 
seems  a  long  shot  at  best. 
'THE  right  THING.'  Nothing  in  Harris'  36- 
year  tenure  at  Delta  Air  Lines  Inc.  could 
have  prepared  him  for  Continental.  Re- 
luctant to  cut  costs  and  abandon  his 
growth  strategy  even  in  the  face  of  $290 
million  in  first-half  losses,  Harris  gradu- 
ally lost  the  confidence  of  both  the  board 
and  creditors,  say  sources  close  to  both 
groups.  Harris,  a  minister's  son,  re- 
sponded to  the  carrier's  sinking  fortunes 
with  his  call  to  prayer.  That  only  in- 
creased his  isolation.  "I  just  thought  it 
was  the  right  thing  to  do,"  he  says,  de- 
clining further  comment. 

His  replacement  is  former  Lorenzo 
lieutenant  Robert  R.  Ferguson  III,  a 


grizzled  veteran  of  bankruptcies  at  mm 
ern  Air  Lines  Inc.  and  Braniff  InBB 
hard-nosed  financier,  Ferguson  hasak, 
ready  been  working  behind  the  scenekf-- 
wrench  millions  of  dollars  in  concessit 
from  Continental's  airplane  lessorsfL 
also  crafted  the  carrier's  Aug.  20  pla 
cut  600  jobs,  6%  of  its  fleet,  and  6%  ofeai 
daily  flights.  More  cuts  are  expecte : 

Ferguson  can't  slash  forever,  thoftui 
Continental's  wages  are  already  n| 
and  airlines  have  heavy  fixed  cots- 
Chase  Manhattan  Bank  lent  the  carriir  a 
much-needed  $120  million  in  June.  ;u>- 
barring  a  roaring  economic  recovWi 
Continental  may  have  trouble  makiniitn 
through  the  slow  winter  season  witAit" 
selling  such  assets  as  its  Pacific  roues 
stall  TACTICS.  The  airline  may  end 
being  sold  piecemeal.  While  North vtet 
Airlines,  USAir  Group,  and  Los  Ang< 
financier  Marvin  Davis  are  all  talkinjito 
Continental,  there's  a  lot  work) 
against  a  single  buyer.  The  carrr 
nonunion  work  force  would  create  ig 1 
problems  for  unionized  Northwest  fid 
USAir,  which  both  have  their  own  f ini- 
tial troubles.  And  its  assorted  debt 
some  of  them  contingent  liabilities  ft 
over  from  the  Eastern  mess — pos<  ; 
problem  for  anybody.  For  instance,  E;t 
ern's  creditors  claim  Continental  wrog- 
ly  diverted  more  than  $400  millionir, 
assets  from  Eastern.  Even  Contineia1 
admits  that  number  could  escalate.  1 

That's  why  Continental's  creditors 
getting  restless.  With  no  concrete  sta- 
tion emanating  from  the  board,  the  tt- 
secured  creditors  petitioned  bankrupt! 
court  on  Aug.  20  for  the  right  to  presat 
their  own  reorganization  plan.  The  ju<fe 
turned  them  down.  But  count  on  u 
group  to  call  on  all  bidders  to  get  te 
best  deal  they  can. 

Arguing  against  the  creditors,  Co'j- 
nental  corporate  counsel  Barry  Simn 
said  a  plan  couldn't  be  structured  u 
the  right  investor  surfaces.  "You  calt 
write  Hamlet  without  the  Prince  of  D» ! 
mark,"  he  told  the  court.  Many  of  Co|- 
nental's  creditors  got  their  fill  of  sih 
stall  tactics  in  the  disastrous  Easttn 
bankruptcy.  Given  that  sour  experienj, 
don't  expect  them  to  believe  in  prints 
any  more  than  they  believed  in  prayes. 

By  Mark  Ivey  in  Houston  and  Michil 
Oneal  in  New  York 
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IE  '92  MERCURY  SABLE  (FRONT  AND  REAR)  AND  NEAR-TWIN  TAURUS  DROVE  FORD  PAST  CM  IN  PROFITS  BY  WOOING  BACK  FOREIGN-CAR  BUYERS 


JEW  TAURUS,  NEW  SABLE, 
)LD  BLUEPRINT 


ord  didn't  reslyle  much.  That  could  hurt  the  midsize's  popularity 


hen  the  Ford  Taurus  went  on 
sale  on  Dec.  26,  1985,  it  her- 
alded the  renaissance  of  Ford 
[otor  Co. — and  something  of  a  come- 
ack  for  U.  S.  carmaking.  Proof  that  the 
'earborn  (Mich.)  company  would  no 
mger  be  a  patsy  to  imports,  the  Taurus 
nd  its  smaller-selling  twin,  the  Mercury 
able,  wooed  back  many  foreign-car 
uyers,  led  to  akmajor  shift  toward  more 
erodynamic  car  design,  and  drove  Ford 
ast  rival  General  Motors  Corp.  in  prof- 
s  for  four  of  the  past  five  years, 
'hrough  July,  Taurus  has  held  its  place 
,s  the  No.  2-selling  car  in  the  U.  S.,  be- 
iind  Honda  Motor  Corp.'s  Accord. 

On  Sept.  4,  Ford  unveils  the  first  ma- 
or  redesign  of  the  models.  The  new  Tau- 
us  and  Sable  symbolize  not  only  Ford's 
itrengths  but  also  its  major  weakness: 
ortoise-like  new-product  development, 
"'ord  spent  six  years  and  $600  million 
rpdating  the  car,  but  the  redesign 
loesn't  have  much  pizzazz,  say  dealers 
ind  others  who  have  seen  it.  They  praise 
;he  new  car  for  its  sleeker  interior,  with 
xniches  such  as  a  passenger  airbag  and 
power-window  switches  angled  and  lit 
for  easier  use.  But  external 
changes  are  minor,  such  as 
slightly  different  headlights  and 
taillights.  The  car  isn't  due  for  a 
total  revamp  until  1995,  and  deal- 
j,J  prs  fear  the  design  will  start  to 
seem  stale.  Says  Fred  Ricart  of 
Ricart  Ford  in  Columbus,  Ohio: 
"I've  sold  six  Tauruses  to  one 
family.  They're  really  kind  of 
sick  of  looking  at  it." 

No  one  is  sounding  Ford's — or 
Taurus'— death  knell  yet.  Bold 
styling  isn't  always  necessary  to 
make  a  car  sell.  Ford's  Explorer 


off-road  vehicle  is  hot  without  price  re- 
bates or  radical  design  breakthroughs. 
Indeed,  Ford  feared  alienating  the  1.5 
million  Taurus  owners  by  changing  the 
car  too  much.  "Our  primary  marketing 
thrust  is  to  get  Taurus  owners  into  a 
new  Taurus,"  says  Beryl  S.  Stajieh,  Tau- 
rus' marketing-plans  manager.  And 
Ford  has  new  trucks  coming  out  this 
year  to  help  boost  overall  sales.  It's  re- 
working the  F-series  pickup,  which  out- 
sells the  Taurus,  and  the  Econoline  van. 
dollar  drain.  If  Taurus  starts  looking 
tired,  it  may  be  because  Ford  didn't  rein- 
vest enough  of  its  profits  in  new-car  de- 
velopment. Amid  record  profits,  Ford's 
automotive  capital  spending  held  steady 
at  about  5%  of  sales  for  several  years 
after  the  car  was  introduced.  Rather 
than  spend  more  on  car  development, 
Ford  poured  money  into  financial  ser- 
vices and  defense.  In  1989,  it  plunked 
down  $2.6  billion  for  Britain's  Jaguar. 

Meantime,  Ford  let  the  Taurus  and 
the  compact  Tempo,  which  dates  to  1982 
and  won't  be  revamped  until  1994,  grow 
old.  Japanese  companies  overhaul  their 
designs  every  four  years.  In  other  cases, 


fORD'S  MAINSTAYS 

TAURUS'  AND  SABLE'S  SHARE  OF  FORD'S  U.S.  SALES 


FORD'S  TOTAL  U.S.  PASSENGER  CAR  SALES 


2,000,822 


982,369* 


Ford  skimped  by  linking  with  rivals.  In 
1988,  the  company,  which  had  claimed 
design  leadership  with  the  Taurus, 
teamed  with  Nissan  Motor  Co.  to  build  a 
minivan — and  asked  Nissan  to  design  it. 

Now,  Ford  must  spend  more — just  as 
profits  are  turning  down.  In  1990,  auto- 
motive net  fell  by  97'/; ,  to  just  $98.7  mil- 
lion. But  Ford  invested  9%  of  its  $81.8 
liilliiin  sales  m  it.-  auto  operal  ions.  That's 
more  than  it  spent  in  1986  and  1987  com- 
bined. As  Maryann  N.  Keller,  managing 
director  and  automotive  analyst  at  Fur- 
man  Selz  Inc.,  points  out:  "If  there's 
nothing  in  the  budget,  engineers  aren't 
going  to  get  new  cars  out  the  door." 

Without  a  snappier  new  Taurus,  Ford 
may  have  a  hard  time  holding  on  to  the 
gains  it  made  (chart).  Taurus  pushed 
Ford's  market  share  in  midsize  sedans 
from  149J  in  1985  to  38%  now,  mainly  at 
the  expense  of  GM.  Taurus  also  added 
nearly  $7  billion  to  Ford's  revenues  in 
both  1988  and  1989  and  was  "terrifically 
profitable,"  says  Joseph  G.  Paul,  auto 
analyst  at  Sanford  C.  Bernstein  &  Co. 

But  now,  the  car  is  facing  a  slew  of 
rivals.  Since  the  model  was  introduced, 
the  Accord  has  grown  from  a  compact 
into  a  Taurus-like  midsize  sedan.  This 
fall,  Toyota  Motor  Corp.'s  Camry  also 
will  become  a  midsize,  and  Toyota  ex- 
pects the  Camry  to  knock  the  Accord 
from  its  No.  1  perch.  Next  year,  Chrys- 
ler Corp.  will  unveil  a  midsize  sedan, 
code-named  LH.  The  lh's  "cab-forward" 
design,  which  dramatically  increases  in- 
terior space  relative  to  the  car's  exterior 
dimensions,  could  well  become 
the  styling  theme  of  the  '90s,  re- 
placing Taurus'  "aero"  theme. 
And  in  1993,  GM  will  unveil  re- 
vamped versions  of  its  midsize 
Buick  Regal,  Chevrolet  Lumina, 
Oldsmobile  Cutlass  Supreme, 
and  Pontiac  Grand  Prix. 

To  beat  those  rivals,  the  latest 
Taurus  must  have  plenty  of  stay- 
ing power.  If  it  doesn't,  the  car 
that  led  Ford's  renaissance  could 
become  a  symbol  of  the  compa- 
ny's having  rested  on  its  laurels. 
By  James  B.  Treece  in  Detroit 
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BANKRUPTCIES 


i 


RUNNING  SECOND  IN  CHICAGO:  "IT'S  VERY  DIFFICULT  TO  BE  A  WEAK  NO.  2  IN  ANY  MARKET' 


THE  WRONG  WAY 
TO  HIT  THE  BIG  TIME 


Two  years  after  buying  Carson  Pirie,  Bergner  files  for  Chapter  11 


As  chairman  of  Milwaukee-based 
P.  A.  Bergner  &  Co.,  Alan  R.  An- 
derson ran  a  string  of  depart- 
ment stores  in  small  and  medium-size 
towns  across  the  Midwest.  But  by  1989, 
after  30  years  in  retailing,  the  executive 
who  had  once  studied  for  the  ministry 
was  aching  to  break  into  the  big  time. 
Bergner's  parent  Maus  Freres,  already  a 
retail  giant  in  Europe,  also  harbored  am- 
bitions to  grow  in  the  U.  S.  So  Anderson 
set  his  sights  on  Carson  Pirie  Scott  & 
Co.,  the  second-biggest  department-store 
chain  in  Chicago.  So  eager  was  Bergner 
that,  although  the  move  boosted  the 
company's  debt  by  $753  million,  it 
agreed  to  buy  the  troubled  retailer  with- 
out a  traditional  due-diligence  examina- 
tion of  the  business'  finances. 

Some  boo-boo.  And  Anderson,  56,  may 
have  paid  for  it  in  April 
when  he  abruptly  re- 
tired. The  company  says 
he  left  voluntarily,  but 
now  Maus  is  paying  for 
the  error,  too:  Bergner 
sought  bankruptcy  pro- 
tection on  Aug.  23.  Says 
James  J.  Rice,  a  credit 
manager  for  Bernard 
Sands  Credit  Consul- 
tants Inc.:  "Their  prob- 
lems began  with  the 
Carson  acquisition. 


Now,  the  whole  thing  has  fallen  apart." 

Bergner  executives  argue  that  they've 
bought  breathing  room  and  say  that  the 
company's  biggest  trouble  is  the  heavy 
debt  load — not  a  fundamental  weakness 
in  operations.  If  the  court  grants 
Bergner  temporary  relief  from  making 
interest  payments,  it  will  be  in  a  better 
position  to  pay  for  goods  entering  the 
crucial  fall  season,  they  say.  "It's  busi- 
ness as  usual,"  says  Edward  P.  Carroll 
Jr.,  Bergner's  senior  vice-president  for 
marketing.  He  adds  that  plans  to  open  a 
new  Carson's  in  Chicago's  mammoth 
Merchandise  Mart  this  fall  are  still  on. 

But  Carroll  may  be  underestimating 
the  blow  bankruptcy  can  deal  to  opera- 
tions. "Bankruptcy  is  never  business  as 
usual,"  says  Carl  Steidtmann,  chief  econ- 
omist at  Management  Horizons,  a  retail 


BERGNER'S  OPERATIONS 


P.A.  Bergner  &  Co.  Holding  is  the  U.S.  holding  company  for  Geneva-based  re- 
tailer Maus  Freres.  With  1990  sales  of  $1.2  billion,  assets  include: 

P.A.  BERGNER  Operates  28  full-line  department  stores  under  the  Bergner's 
and  Boston  Stores  names  and  41  under  the  Carson  Pirie  Scott  name 

CPS  HOTEL  MANAGEMENT  SERVICES  AND  CPS  REALTY  PARTNERSHIP  Own  or 

manage  office  buildings,  stores,  hotels,  restaurants,  and  warehouses 

BERGNER  CREDIT,  a  trader  of  accounts  receivable  generated  by  the  use  of  pri 

vate-label  credit  cards  by  the  company's  customers 

DATA:  COMPANY  REPORTS 


consulting  group.  Many  suppliers  as 
now  refusing  to  ship  goods  until  th|| 
are  assured  that  Bergner  has  financirlij 
Others  are  reassessing  willingness  S> 
sell  to  Bergner  at  all,  given  its  battertt 
image.  "Everything  is  in  review,"  sal 
John  Fargnoli,  director  in  the  credit  c|? 
partment  at  Estee  Lauder  Inc. 
on  the  block.  And  goods  that  do 
shipped  may  not  be  up  to  par.  Says  S| 
ney  Doolittle,  a  retail  strategist  at 
Millan  &  Doolittle  Inc.  in  Chicago:  "Goj 
merchandise  goes  to  the  good,  well-i 
nanced,  healthy  retailers.  Not-so-go| 
goes  to  the  less  financially  healthy.  It 
going  to  be  a  hairy  situation  for  the  ne;; 
six  months  or  so." 

Then  again,  some  competitors  s; 
Bergner  may  be  forced  to  sell  some 
its  69  stores.  But  in  a  market  alreac 
glutted  with  assets  for  sale  by  otb> 
troubled  retailers,  such  as  Federated  D' 
partment   Stores   and   Carter  Hawk;. 
Hale  Stores,  Bergner's  stores  aren't  el 
actly  hot  properties.  They  aren't  in  ide 
locations.  Nor  do  they  dominate  the 
markets.  Operating  under  the  Bergner'; 
Boston  Stores,  and  Carson  Pirie  Scol 
names,  the  stores  aim  at  middle-mark^; 
customers  with  household  incomes 
$35,000  to  $75,000  a  year— a  focus  thil 
has  put  it  in  the  No.  2  slot  in  many  loci 
tions.  "It's  very  difficult  to  be  a  wea| 
No.  2  in  any  market,"  says  Steidtmanr 

That's  a  lesson  Maus  may  have 
ready  learned.  After  pumping  in  an  est] 
mated  $150  million  in  cash  in  April  tj) 
keep  Bergner  afloat,  Maus  is  believed 
several  industry  executives  to  have  trie 
selling  it.  Maus,  they  say,  turned 
Goldman,  Sachs  &  Co.  to  shop  its  U. 
retailing  subsidiary  around — with  littl! 
luck.  Bergner's  Carroll  says  it  hire 
Goldman  to  advise  on  a  financial  restrud 
turing,  not  to  shop  the  stores. 

Now,  Maus  which  purchased  the  origf 
nal  Peoria-based  Bergner  chain  in  1938 
appears  unwilling  to  invest  any  more  i| 
its  U.  S.  subsidiary.  In  last-minute  negcj 
tiations  before  the  Chapter  11  filing,  it! 
major  lenders,  Swiss  Bank  Corp.  an| 
Union  Bank  of  Switzerland,  insisted  the 
it  inject  more  cash  into  the  operation 
a  condition  for  long-term  financing 
Maus  refused,  soml 
say.  Now,  rumors  arl 
flying  that  it  may  b| 
forced  to  sell  some  oj 
its  42%  stake  in  Frencl 
department-store  chaiJ 
Au  Printemps.  Mauj 
now  may  wish  Alan  Ar 
derson's  ambitions- 
and  its  own — had  beer] 
tempered  with  a  bi| 
more  caution. 

By  Julia  Flynn  Si  lei 
in  Chicago 
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ur  logical  next  step... 

is  to  get  ready-to-run  software  created  for  your  kind  of  business 


is  to  organize  all  your  company's  data  in  a  central  place 


is  to  build  an  easy-to-use  system  that  can  grow  as  you  grow 


• 


is  to  enhance  the  value  of  your  existing  PCs 


is  to  control  your  total  cost  of  computer  system  ownership 


is  to  choose  a  system  that's  renowned  for  quality  and  support 


To  learn  more  about 
stepping  up  to  an  IBM  AS/400, 
call  an  IBM  marketing  rep. 
Or,  call  us  for  the 
44  -page  IBM  AS/400 
Solutions  Catalog. 

1800  365-4 IBM,ext  10 

IBM  Rochester. 

MwAm  Malcolm  Baldrige 

£  National 
Mjf  Quality 
Mt Mm  Award 


SPORTS  MARKETING  I 


THE  SELLING  OF  THE  WORLD'S 
FASTEST  HUMAN,  PART  II 


A  marketing  flop  after  the  '84  Olympics,  Carl  Lewis  comes  blazing  back 


Carl  Lewis  has  been  probably  the 
biggest  name  in  track  and  field 
since  he  won  four  gold  medals  at 
the  1984  Olympics  in  Los  Angeles.  Meet 
promoters  can't  draw  flies  unless  they 
guarantee  handsome  appearance  fees  to 
Lewis  and  his  teammates  on  the  Santa 
Monica  Track  Club.  But  in  the  ultimate 
test  of  professional  athletic  prowess,  the 
competition  for  big-bucks  endorsements, 
Lewis  has  run  far  back  in  the  pack. 

Until  Aug.  2.">,  that  is.  That  night  in 
Tokyo,  at  the  World  Track 
&  Field  Championships, 
Lewis  set  a  world  record  of 
9.86  seconds  as  he  led  an  all- 
American  sweep  in  the  100- 
meter  flash.  Sports  market- 
ers say  the  30-year-old's 
dramatic  win  over  younger 
sprinters  will  help  him  score 
new  endorsement  deals 
from  marketers  of  athletic 
gear  and  perhaps  even  gen- 
eral consumer  products.  His 
stock  will  also  rise  as  the 
hype  for  the  1992  Olympics 
grows  louder.  "Lewis  is  cer- 
tainly a  hot  property  now," 
says  Jim  Andrews,  editorial 
director  of  Special  Events 
Report,  w  inch  tracks  corpo- 
rate sponsorship  of  athletes. 
superhero.  Companies  that 
already  have  Lewis  on  the 
payroll  are  celebrating  their 
foresight.  "The  general  pub- 
lic got  reawakened  to  Carl. 
This  elevates  him  to  a  whole 
new  level  of  marketability," 
says  Pat  Devaney,  a  U.  S.  marketing 
manager  for  Japan's  giant  sporting 
goods  maker,  Mizuno  Corp.  of  Osaka. 
The  $1.3  billion-a-year  company  signed  a 
long-term  pact  with  him  in  1987  and  has 
sold  10,000  pairs  of  Carl  Lewis  track 
shoes — at  $205  a  pop — since. 

Note  well,  though,  that  Mizuno  does 
much  of  its  business  in  Japan,  where 
Lewis  is  a  superhero.  He's  not  so  be- 
loved by  Americans,  turned  off  by  his 
too-calculated  bid  for  attention  and  cor- 
porate dollars  at  the  1984  games.  Also, 
track  is  a  second-tier  sport  in  the  U.  S., 
suggesting  that  Lewis'  earning  power 
won't  approach  that  of  Michael  Jordan, 
Arnold  Palmer,  and  Jack  Nicklaus,  the 
top  athletic  pitchmen.  They  each  rake  in 


$10  million  or  more  annually  from  en- 
dorsements, by  Andrews'  estimate.  He 
figures  Lewis  makes  $1  million  a  year 
now  and  could  eventually  command  up 
to  $3  million  a  year. 

"That's  way  off,"  retorts  Joe  Douglas, 
Lewis'  manager.  "The  people  who  make 
up  those  numbers  don't  know  what 
they're  talking  about."  Maybe  so,  but 
Lewis  has  to  polish  his  reputation  with 
U.  S.  companies.  Nike  Inc.  yanked  its 
multiyear  contract  with  him  in  1987.  "It 


stretch  for  a  McDonald's,  Coke, 
Pepsi,"  says  Bill  Daily,  director  of  spoi 
marketing  for  Gatorade  Thirst  Queni 
er,  Quaker  Oats  Co.'s  sports  drink.  B 
Douglas  is  optimistic.  He  says  that  t 
Japanese  car  companies  and  one  Ame 
can  car  company  are  bidding  for  Lew 
Meanwhile,  Mizuno  is  stepping  up 
U.  S.  ad  campaign.  "We  will  capitalize 
the  achievements"  in  Tokyo,  says  1\ 
zuno's  Devaney.  And  Lewis'  Santa  Mo: 
ca  Track  Club,  which  markets  runnii 
apparel  in  Europe  and  Canada,  plans 
bring  the  line  to  the  U.  S. 
mellowing.  Lewis  can  also  take  adva 
tage  of  the  craze  for  athletic  Methus 
lahs,  including  boxer  George  Forema 
Texas  Rangers  pitcher  Nolan  Ryan,  at 
tennis  player  Jimmy  Connors.  "An  agir 
athlete  who  can  compete  against  youn 
sters  is  a  great  story  and  has  a  gre 
marketing  position,"  says  Andrew 


Lewis'  victory  over  younger 
runners  could  sweep  him  into  the 
craze  for  athletic  Methuselahs 


was  a  difficult  relationship,"  says  Fre- 
deric E.  Schreyer,  sports  marketing  di- 
rector at  Nike,  which  had  problems  with 
Lewis'  accessibility  and  cooperation. 

Lewis  hasn't  suffered  from  false 
starts  overseas,  though.  Mizuno  uses 
him  both  to  sell  shoes  and  socks  and  as 
part  of  its  general  image  campaign.  "He 
represents  top  quality,"  says  Michiyo 
Shuto,  who  negotiated  Mizuno's  contract 
with  Lewis.  The  runner  also  has  a 
shorter-term  deal  to  appear  in  print  ads 
for  TDK  Corp.  audiocassettes  in  Japan. 
In  Europe  and  Japan,  he  pitches  Tag 
Heuer,  a  line  of  German  sports  watches. 

Stateside,  Lewis  may  have  a  hard  time 
breaking  out  of  the  running-gear  niche 
into  consumer  products.  "It  would  be  a 


Moreover,  age  seems  to  have  worn  awajl 
some  of  Lewis'  off-putting  attitude.  Ill 
Tokyo,  he  hauled  Leroy  Burrell  and  Denl 
nis  Mitchell,  the  silver  and  bronze  medali 
ists,  up  to  the  top  of  the  victory  stancj 
with  him.  And  at  the  post-race  press  con] 
ference,  Lewis  grew  teary  as  he  spoktS 
of  his  father,  William,  who  died  in  1987.1 
The  U.  S.  hasn't  fallen  for  a  track  staif 
since  decathlete  Bruce  Jenner  grabbed! 
the  gold  at  the  1976  Olympics  in  Montre-f 
al.  It  may  be  Lewis'  turn.  Conveniently! 
enough,  most  of  his  existing  contracts,] 
except  with  Mizuno,  are  expiring  about 
now.  To  go  with  his  great  time  in  Tokyo,! 
Lewis  has  great  timing. 

By  Maria  Shao  in  San  Francisco,  with] 
Karen  Lowry  Miller  in  Tokyo 


46  BUSINESS  WEEK/SEPTEMBER  9,  1991 


i 


1^ 


* 


# 


m 


Can  your  copier  do  this? 


Can  it  send  out  its  own  distress  signal?  Summon 
maintenance  personnel?  Provide  constant  updates  and  an 
accurate  diagnosis  of  both  actual  and  impending  trouble? 

Above  all,  can  it  Keep  you  from  being  left  stranded? 

Ours  can.  Thanks  to  a  revolutionary  bit  of  technology 
called  the  Minolta  S.M.A.RT  System. 

This  system  links  your  copier  (provided  it's  a  Minolta) 
directly  to  a  PC  in  your  dealer's  maintenance  department. 

So  he's  Instantly  alerted  to  any  copier  problem -from  a 
simple  paper  jam  to  a  major  snafu.  And  better  equipped  to 
take  swift,  appropriate  action.  Whether  that  means  sending 


out  the  right  tools  and  parts,  or  automatically  scheduling 
preventive  maintenance. 

You'll  find  in  terms  of  convenience,  efficiency  and 
economy,  the  Minolta  S.M.A.RT  System  can  be  a  real 
lifesaver.  To  find  out  more  about  it,  call  1-800-9-MlNOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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BOLAR'S  PAIN 
IS  GETTING  ACUTE 


►  The  headaches  go  on  at  Bo- 
lar  Pharmaceutical.  On  Aug. 
27,  the  generic-drug  manufac- 
turer announced  a  $40  million 
settlement  with  SmithKline 
Beecham  over  Bolar's  manu- 
facture and  sale  of  a  generic 
version  of  SmithKline's  Dya- 
zide  blood-pressure  medicine. 

It  was  only  the  latest  in  a 
string  of  costly  settlements 
for  Bolar.  Earlier  this  year, 
the  company  agreed  to  pay 
$23.8  million  to  settle  Dyazide- 
related  suits  brought  by  drug 
buyers  and  shareholders.  In 
March,  it  agreed  to  pay  $10 
million  in  fines  and  pleaded 
guilty  to  federal  charges  of 
distributing  adulterated  and 
misbranded  drugs  and  ob- 
structing federal  investiga- 
tions. The  company's  future 
now  is  unclear.  Last  year,  it 
stopped  producing  just  about 
all  of  its  products. 


P&G  TAKES  UP  WITH 
A  SOVIET  UNIVERSITY 


►  On  the  heels  of  the  failed 
Soviet  coup,  Procter  &  Gam- 
ble is  setting  up  shop  with  an 
unusual  partner:  Leningrad 
State  University.  The  giant 
marketer  will  import  brands  it 
makes  in  Europe  through  a 
joint  venture  with  the  univer- 
sity. Eventually,  it  may  even 
use  university  buildings  to 
make  some  of  its  products. 
P&G,  which  recently  bought 
the  leading  Czechoslovakia!! 
detergent  maker,  Rakona, 
was  getting  set  to  announce 
the  Soviet  venture  when  the 
coup  came,  causing  a  week's 
delay. 


CRACKING  DOWN  ON 
SILICONE  IMPLANTS 


►  The  controversy  over  sili- 
cone-filled  breast  implants  has 
taken  a  new  turn.  On  Aug.  22, 
the  Food  &  Drug  Administra- 
tion notified  three  manufac- 
turers that  data  they  had  sub- 
mitted for  safety  reviews  was 


insufficient.  The  three  are 
Bioplasty,  California  doctor 
Joseph  F.  Cavon,  and  Bristol- 
Myers  Squibb's  Surgitek  unit. 
The  ruling  could  signal  the 
end  of  their  implants.  Surgi- 
tek stopped  marketing  its  im- 
plant in  April  after  the  FDA 
found  that  foam  used  in  its 
manufacture  could  decompose 
into  a  carcinogenic  material. 

The  FDA  also  told  four  com- 
panies that  their  applications 
had  "significant  problems" 
but  that  the  agency  would 
continue  its  review  of  the 
products.  These  companies 
are  McGahan  Medical,  Men- 
tor, Dow  Corning  Wright,  and 
Bioplasty,  which  submitted 
two  applications. 


DESIGNS  ON  A  SMALL 
TREASURY  DEALER 


►  Treasury-bond  dealers  have 
received  unaccustomed  atten- 
tion of  late,  in  the  wake  of 
Salomon  Brothers'  admissions 
that  it  overbid  for  Treasury 
securities.  Now,  one  of  the 
smaller  dealers,  Discount 
Corp.  of  New  York,  is  also 
getting  unaccustomed  atten- 
tion— from  a  potential  suitor. 
Little-known  investors  George 
and  John  H.  McFadden,  broth- 
ers of  fashion  magnate  Mary 
McFadden,  disclosed  a  5.027' 
stake  in  DCNY.  They  may  seek 
control. 

The  wisdom  of  the  move  is 
questionable.  DCNY,  one  of 
the  smallest  of  the  40  primary 
Treasury  dealers,  has  had 


0.  K.,  DROP  THE  5-IRON,  NICE  AND  EASY 


Golfers  are  notorious  tattletales. 
Any  time  they  spot  a  rules  in- 
fraction during  a  televised  tour- 
nament, they  flood  the  network 
with  calls  denouncing  the  errant 
player.  No  wonder  Rhode  Island 
police,  hunting  a  banker  charged 
with  embezzling  $13  million  and 
sparking  the  state's  bank  crisis, 
have  turned  to  the  country-club 
set  for  help. 

September's  Golf  Digest  car- 
ries a  photo  of  Joseph  Mollicone  Jr. — under  the  headliil 
"Crooked  Stick" — and  urges  readers  to  keep  an  eye  out  for  t' 
10-handicap  fugitive.  Mollicone,  the  former  president  of  He 
tage  Loan  &  Investment,  has  been  missing  since  Novemb 
Most  fugitives  lie  low  at  first,  says  John  LaCross,  the  sta 
police  detective  who's  leading  the  search.  "But  if  the  person 
an  avid  golfer,  like  Mollicone,  they  get  itchy  when  they  car 
get  out  on  the  course."  Several  golfers  have  called  with  Mol 
cone  sightings.  No  word  on  whether  he  was  cheating. 


spotty  financials  lately. 
"There's  no  evidence  of  im- 
provement," says  Jeffrey 
Hopson,  who  follows  the  com- 
pany for  A.  G.  Edwards.  "The 
business  is  very  competitive, 
and  we  don't  view  this  as 
changing  because  of  the  Salo- 
mon situation." 


A  BIG  CHIPMAKER 
GETS  SMALLER 


►  For  years,  stock  analysts 
complained  that  National 
Semiconductor  was  too  big 
for  its  britches.  The  $1.7  bil- 
lion Silicon  Valley  pioneer  fi- 
nally seems  to  be  responding. 
New  ceo  Gilbert  Amelio  an- 


nounced a  $149  million  writ 
off  in  the  fiscal  first  quartt 
to  shut  down  certain  mam 
facturing  operations. 

Analysts  are  hoping  Ni 
tional  will  begin  chuckin 
money-losing  commodity  bus 
nesses  such  as  memory  chr 
and  general-purpose  micr 
processors  and  focus  on  high 
ly  profitable  specialty  pro' 
ucts  such  as  chips  fo 
telecommunications  network 
The  company  lost  $151  millio 
last  year. 


LOSSES  fOR  LITTON, 
BUT  SOME  HOPE 


►  Litton  Industries,  battere 
by  an  ill-timed  move  into  in 
dustrial  automation  software 
reported  a  $58  million  loss  fo: 
its  fourth  quarter  ended  Jul 
31.  To  blame  was  a  $120  mil 
lion  pretax  charge  for  closin 
most  of  the  company's  Inte 
grated  Automation  Div.  Bu 
with  that  out  of  the  way,  ana- 
lysts are  expecting  things  to 
pick  up  at  the  $5  billion  Bev- 
erly Hills  (Calif.)  defense  con-j 
tractor  and  oil-services  compa- 
ny. The  analysts  envision 
profits  of  $175  million  this 
year,  vs.  $64  million  in  fiscal 
1991,  thanks  to  improved  mar- 
gins in  industrial  automation 
hardware  and   up  to  30% 
growth  in  oil  services. 
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What  really  constitutes 
financial  strength  in  todays 
insurance  marketplace? 

An  impeccable  balance  sheet. 

And  profits. 


If  you're  concerned  about  the  financial  strength  of  your 
insurance  organization,  here  are  some  questions  you  should  ask. 

Whats  the  clearest  indicator  of  financial  health? 

A  balance  sheet  of  impeccable  quality,  conservatively 
managed.  Look  at  AIG's  financial  statements.  You'll  find 
$10  billion  in  capital  funds;  $15  billion  of  general  insurance 
loss  reserves;  and  $1.4  billion  in  after-tax  profits  in  1990. 

How  important  are  the  designations  awarded 
by  the  rating  agencies? 

Very  important.  They  provide  an  impartial,  thoroughly 
researched  measure  of  a  company's  financial  strength.  AIG 
holds  the  highest  ratings  awarded  by  the  principal  agencies. 
They  are  a  prized  asset  enabling  us  to  capitalize  on  business 
opportunities  not  open  to  those 
without  these  credentials. 

Are  there  substantial  differences 
in  the  way  insurance 
organizations  are  managed? 

Yes.  Take  investment  and  under- 
writing philosophies.  In  investing, 
AIG  has  an  insignificant  exposure 
to  high-yield  securities  and  com- 
mercial real  estate,  which  have 
lately  caused  so  many  problems  for 
other  companies.  The  overall 
quality  of  our  assets  is  excellent, 
with  new  cash  flow  invested  primarily  in  investment-grade 
fixed-income  securities. 


AIG  Ratings: 


Standard 

&  Poor's 


Moody's 


AAA 
Aaa 


A.M. Best  Co. 


A+" 


"DofflHUt  PrufMi)  Cuilfc) 


AIG  Domestic  Bond  Portfolio  Ratings* 


A 

17.1% 


AAA 
39.1% 


AA 
34.6% 


We  also  believe  underwriting 
profits  are  fundamental  to  the 
long  term  stability  and  health 
of  a  company.  Hence,  we  are 
committed  to  meeting  the 
needs  of  the  public  for  insur- 
ance products  while  maintain- 
ing strict  underwriting  discipline. 

For  years  these  beliefs  have  produced  outstanding 
results.  Including  a 
return  on  equity  that 
has  consistently 
exceeded  the  industry 
average  by  a  wide 
margin. 


What  other  qualities 
should  I  look  for? 


Return  on  Equity 


'80  '81  '82  '8.<  '84  '85  '8(>  '87  '88  '8")  '9;> 


A  strong  commitment  to  its  basic  business,  a  diversi- 
fied business  portfolio  and  global  presence.  AIG  is  the 
nation's  largest  underwriter  of  commercial  and 
industrial  coverages.  We  also  have  an  international 
network  second  to  none. 

So  if  you're  looking  for  financial  strength,  stability 
and  commitment  for  the  long  term,  consider  the  insur- 
ance organization  that  has  demonstrated  exactly  those 
characteristics  for  decades.  If  you  would  like  a  copy  of 
our  annual  report,  write  to  American  International 
Group,  Inc.,  Dept.  A,  70  Pine  St.,  NY,  NY  10270. 


AIG 


World  leaders  in  insurance  and  financial  services. 


ice 
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UST  WHEN  BANK  REFORM 
EEMED  ALMOST  IN  THE  BAG . . . 


t  has  been  a  rough  summer  for  the  Treasury  Dept.  and  its 
allies  in  their  uphill  fight  to  overhaul  the  nation's  creaky 
banking  laws.  They  had  planned  to  spend  August  resting 
for  a  tough  but  winnable  battle  to  sweep  away  Depression- 

1  restrictions  on  banks.  Instead,  reform  forces  watched  as 
ancial  scandals  and  new  warnings  of  costly  bank  failures 
ve  sapped  Capitol  Hill's  already  feeble  interest  in  giving 
nks  new  powers.  As  Congress  prepares  to  return  on  Sept. 

some  banking  lobbyists  are  beginning 

think  that  the  legislation  now  taking 
ape  may  be  worse  than  the  status  quo.- 
ys  one  reform  advocate:  "Kill  it  before 
multiplies." 

The  latest  blow  came  on  Aug.  23,  when 
General  Accounting  Office  an- 
unced  that  the  federal  Bank  Insurance 
ind  (BIF)  is  nearly  out  of  money.  Ac- 
unting  changes  pressed  by  the  GAO  cut 
e  BlF's  reported  balance  in  half,  setting 

2  stage  for  insolvency  sometime  be- 
een  Thanksgiving  and  Christmas. 
The  new  BIF  figures  don't  change  the 
alth  of  the  banking  industry — Con- 
ess  already  knew  it  had  to  pump  money  into  the  insurance 
nd  this  year.  But  the  GAO  report  gives  new  ammunition  to 
Ivocates  of  small-bore  reform  who  would  give  the  insurance 
nd  new  borrowing  power,  toughen  bank  regulation,  and  go 
>me.  House  Banking  Committee  Chairman  Henry  B.  Gonza- 
z  (D-Tex.)  said  the  House  might  consider  BIF  funding  ahead 

the  omnibus  bill,  which  would  mean  certain  death  for  the 
easury's  plan  to  let  banks  merge  with  industrial  companies 
well  as  sell  and  underwrite  securities  and  insurance. 
1AKEN  FAITH.  Banking  legislation  got  off  to  a  strong  start 
st  spring,  when  the  committee  adopted  most  of  Treasury 
cretary  Nicholas  F.  Brady's  pro-bank  plan.  Since  then,  the 
erhaul  has  been  losing  ground.  The  Senate  Banking  panel 
ined  in  banks'  new  securities  powers  and  barred  banks  from 
cploiting  state  laws  that  let  them  into  the  insurance  business. 


DINGELL:  NO  SECURITIES  SALES 


Then  came  the  scandals.  The  collapse  of  Bank  of  Commerce 
&  Credit  International,  which  hid  its  ownership  of  Washing- 
ton's First  American  Bankshares  for  nine  years,  shook  faith  in 
the  regulators,  who  are  supposed  to  govern  the  expanded 
world  of  banking.  Attempts  by  Salomon  Brothers  Inc.  to  cor- 
ner the  market  in  Treasury  securities  raised  fears  about  let- 
ting banks  expand  their  underwriting  activities.  And  the  re- 
cent wave  of  big-bank  mergers  fed  lawmakers'  fears  that 
allowing  interstate  branching  would  cre- 
ate a  handful  of  monopolistic  megabanks. 

Now,  bank  lobbyists  face  fights  in  both 
houses  of  Congress.  House  Energy  & 
Commerce  Committee  Chairman  John  D. 
Dingell  (D-Mich.)  wants  to  maintain  the 
barrier  between  banks  and  securities 
firms.  A  committee  draft  would  let  banks 
sell  securities  only  if  they  adopt  onerous 
accounting  rules,  accept  the  Securities  & 
Exchange  Commission  as  an  extra  regu- 
lator, and  get  out  of  such  lucrative  busi- 
nesses as  foreign-exchange  trading. 

The  task  of  squaring  different  versions 
of  the  bill  will  fall  to  House  Rules  Com- 
mittee Chairman  John  Joseph  Moakley  (D-Mass.),  who  fore- 
sees a  strong  chance  of  a  deadlock.  "It's  possible  we'd  end  up 
with  just  a  funding  mechanism  for  [the  BIF],"  he  says. 

The  Treasury  is  standing  firm  behind  its  legislation,  hut 
some  bank  lobbyists  are  having  second  thoughts.  They'd  settle 
for  a  combination  of  BIF  funding,  deposit-insurance  reform, 
and  the  interstate  branching  rights  that  banks  have  wanted 
for  years.  That  would  leave  banks  to  fight  for  securities  and 
insurance  powers  in  the  states,  in  courts,  and  in  regulatory 
agencies — where  they've  done  much  better  than  in  Congress. 

"The  situation  is  not  out  of  control  yet,"  says  Samuel  J. 
Baptista  of  the  Financial  Services  Council,  a  supporter  of 
broad  reform.  But  if  that's  the  best  that  advocates  can  say, 
bank  reform  may  never  recover  its  lost  momentum. 

By  Mike  McNam.ee 


APITAL  WRAPUPI 


HE  WHITE  HOUSE 


With  the  flap  over  his  expensive 
travel  habits  just  a  bad  memo- 
ry, White  House  Chief  of  Staff  John  H. 
Sununu  seems  to  be  safe  in  his  job. 
But  don't  look  for  him  to  be  back  in  a 
second  Bush  Administration.  Sununu 
has  told  the  President  he  wants  out 
after  the  reelection  campaign.  Asso- 
ciates say  the  former  New  Hampshire 
governor  is  interested  in  becoming  a 
university  president  or  dean.  That  may 
be  because  while  Sununu's  position  is 
secure,  his  stature  within  the  Adminis- 
tration is  diminished.  Bush  turns  more 
to  pollster  Robert  M.  Teeter,  Com- 
merce Secretary  Robert  A.  Mosbacher, 


and  Treasury  Secretary  Nicholas  F. 
Brady  for  political  advice.  Sununu  still 
manages  the  President's  schedule,  but 
keeps  a  low  profile. 

JUSTICE  

Missouri  Governor  John  Ashcroft's 
star  is  fading  as  a  leading  con- 
tender to  succeed  Richard  L.  Thorn- 
burgh  as  Attorney  General.  Bush  aides 
say  Ashcroft's  strident  antiabortion 
views  would  be  a  major  liability  in  deal- 
ings with  Congress.  White  House  polit- 
ical aides  now  say  the  President  is 
leaning  toward  less  controversial 
choices,  including  Deputy  Attorney 
General  William  P.  Barr  or  Transporta- 
tion Secretary  Samuel  K.  Skinner. 


PEHSIOHS 


A Labor  Dept.  plan  to  encourage 
small  employers  to  offer  their 
workers  pensions  looks  like  a  bust.  In 
April,  the  department  offered  to  free 
companies  with  fewer  than  100  employ- 
ees from  complex  rules  barring  pen- 
sion discrimination  against  low-paid 
workers.  In  exchange,  the  companies 
would  promise  to  contribute  2%  of  an 
employee's  salary,  up  to  $2,000  a  year, 
to  a  retirement  plan.  Small-business 
groups  say  Labor  should  have  consult- 
ed them  before  promoting  the  plan. 
The  27c  requirement,  they  complain,  is 
more  onerous  to  them  than  complying 
with  the  nondiscrimination  rules. 


SHINGTON  OUTLOOK 
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EUROPE  I 


THE  FLOODGATES 
ARE  BURSTING 


A  tidal  wave  of  immigrants  could  spoil  the  EC's  vision  of  the  future 


Consider  this  snapshot  of  a  Europe- 
an August:  The  bridge  across  the 
river  Neisse  connecting  Zgorzelec, 
a  run-down  Polish  village,  to  the  German 
town  of  Gorlitz  is,  for  thousands,  a  mag- 
ical road  to  a  land  of  plenty.  Every  day, 
scores  of  men  and  women  walk  to  the 
middle  of  the  bridge,  face  the  German 
side  and  yell,  "Asylum!"  A  minute  later, 
they  are  picked  up  by  German  guards, 
given  a  hot  meal,  and  sent  to  one  of 
dozens  of  immigrant  reception  camps. 

Or  picture  the  scene  at  the  crowded 
police  headquarters  on  Paris'  He  de  la 
Cite.  Tempers  flare  as  Czechs,  Sri  Lan- 
kans,  and  Senegalese  jostle  to  get  visas. 
On  a  recent  morning,  guards  intervened 
three  times  to  restrain  frustrated  visa- 
seekers  screaming  at  officials.  With  un- 
employment at  a  record  2.7  million, 
France  is  trying  to  stem  the  tide  of  job- 
seekers — yet  they  still  come.  "It's  al- 
ways been  bad  but  never  this  bad,"  says 
one  exhausted  Czech  immigrant. 
either/or.  Europe's  pa- 
tience toward  immigrants  is 
stretched  thin.  But  this 
might  only  be  the  beginning. 
As  Western  leaders  wrestle 
with  questions  of  aid  to  the 
rapidly  disintegrating  Soviet 
empire,  a  potentially  explo- 
sive problem  hovers  over 
their  agenda:  a  mass  migra- 
tion out  of  the  crisis-ridden 
Soviet  Union  and  Eastern 
Europe  that  could  threaten 
the  prosperity  of  the  12-na- 
tion  European  Community. 
EC  officials  had  already  esti- 
mated last  March  that  Presi- 
dent Mikhail  Gorbachev's 
moves  to  give  all  Soviet  citi- 
zens the  freedom  to  travel 
abroad  would  result  in  an 
outflow  of  3  million  to  4  million  Soviets 
by  the  middle  of  the  decade. 

Now,  the  rapid  breakdown  of  central 
government  control  and  economic  uncer- 
tainty could  lead  to  a  tidal  wave  of  emi- 
gration, say  European  immigration  spe- 
cialists. That  could  dwarf  the  current 
outflows  from  collapsing  Albania  and 


warring  Yugoslavia  (page  59).  It's  no 
surprise  that  the  nations  most  loudly 
calling  for  aid  for  the  Soviet  Union — 
Germany  and  Italy — are  the  two  coun- 
tries most  exposed  to  waves  of  unwant- 
ed immigrants.  "We  have  the  dilemma 
of  either  having  an  invasion  or  trying  to 
keep  the  people  where  they  are,"  says 
Italian  industrialist  Carlo  De  Benedetti. 

Coping  with  immigration  is  now  one 
of  the  toughest  and  most  important  is- 
sues facing  the  EC.  Members  must  de- 
cide soon  what  to  do  with  millions  of 
immigrants  already  inside  their  borders. 
And  there  are  now  millions  more  have- 
nots  clamoring  for  entry.  If  leaders 
don't  act  quickly,  the  bright  future  Eu- 
rope has  mapped  out  for  itself  could  be 
stalled.  Guido  Bolaffi,  head  of  immigra- 
tion policy  at  the  Italian  Foreign  Minis- 
try, believes  the  new  Europe  could  be 
"stopped  in  its  tracks  by  poor  emigrants 
just  because  we  can't  produce  a  com- 
mon, modern  policy  to  deal  with  it." 


While  the  U.  S.  is  a  nation  of  immi- 
grants, the  Old  World  has  an  entirely 
different  attitude.  The  poorer,  southern 
half  of  Europe  is  used  to  seeing  emi- 
grants leave.  In  the  richer  north,  mil- 
lions of  non-Europeans  who  streamed 
into  Europe's  car  plants  and  steel  mills 
in  the  1970s  and  '80s  were  never  treated 


as  citizens.  European  national  identity 
what  it  means  to  be  an  Italian,  a  Gei 
man,   or  a  Spaniard — is  still  close! 
linked  to  race  and   religion.  As  th 
scramble  for  jobs  and  housing  through 
out  Europe  intensifies,  the  risks  of  racis  isi 
and  religious  backlash  run  high. 
In  fact,  flows  of  migration  into 
wealthy  Europe  over  tb 
next  few  years  will  have  "n< 
precedents  in  the  history  o: 
mankind,"  states  the  Banl 
of  Italy  in  a  recent  study 
The  U.N.  and  World  Ban! 
project    that  populatior 
growth  along  the  Mediterra 
nean's  southern  shore  wil 
zoom  by  as  much  as  180  mil 
lion  over  the  next  three  de 
cades.  And  the  number  of 
working-age  North  Africans 
alone  will  more  than  double 
from  97  million  to  228  mil 
lion.  Meanwhile,  the  same 
age  group  in  Europe  will 
grow  in  the  same  period  by 
a  mere  4  million.  Even  so 
the  job  market  will  have 
trouble  absorbing  the  ex 
pected  influx  of  jobseekers. 

What's  more,  the  wealth  gap  between 
the  EC  and  its  neighbors  has  never  been 
so  wide.  In  parts  of  Northern  Italy,  per 
capita  income  is  over  $25,000  a  year, 
while  in  Tunisia,  a  big  labor  exporter 
only  150  miles  from  the  Italian  coast,  it's 
barely  $2,500.  Now,  add  hundreds  of 
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'-  lousands  of  jobseekers  from  Eastern 
urope  and  the  Soviet  Union.  "The  U.  S.- 
^exican  border  used  to  be  the  world's 
Dttest  immigration  flash  point,"  says 
aly's  Bolaffi.  "Now,  it's  Europe." 
:•  usy  border.  Germany  considers  itself 
a  the  front  line  in  the  immigration  bat- 
e.  It's  already  overwhelmed  by  more 
mn  1  million  unemployed  workers  in- 
erited  from  former  East  Germany  last 
ear.  And  because  its  constitution 
rants  automatic  entry  to  those  claiming 
)  flee  persecution,  the  700-mile-long 
astern  border  is  as  porous  as  a  sieve, 
•ince  the  fall  of  the  Berlin  Wall,  more 
han  400,000  people  from  Eastern  Eu- 
ope  and  the  Balkans  have  arrived,  add- 
lg  to  a  foreign  population  already  top- 
ping 5  million.  In  the  same  period,  1.5 
aillion  ethnic  Germans  from  the  Soviet 
Jnion,  Romania,  Poland,  and  Hungary 
esettled  in  Germany.  More  than  40,000 
ithers,  warns  Interior  Minister  Wolf- 
gang Schauble,  have  slipped  into  Germa- 
ly  illegally  since  January.  "Because  of 
ts  location  and  prosperity,"  says  Schau- 
)le,  "Germany  has  become  the  target." 

In  France,  the  issue  smolders  like  no- 
vhere  else,  partly  because  it's  a  destina- 
ion  of  choice  for  nonwhite,  non-Chris- 
,ian  emigrants.  The  growing  presence  of 
Morth  Africans  is  stoking  resentment 
imong  unemployed  French  workers  who 
Dlame  the  immigrants  for  their  plight. 
Although  the  Socialist  government  has 
lightened  visa  requirements  and  other 
rules,  there  is  unrelenting  pressure  from 


the  right-wing  opposition  to  go  further. 
The  far-right  National  Front,  led  by 
Jean-Marie  Le  Pen,  who  calls  for  depor- 
tation of  foreigners,  can  now  count  on 
more  than  10%  of  the  electorate. 

Italy's  immigration  problems  are  more 
recent,  although  no  less  dire  than 
France's  and  Germany's.  The  exponen- 


WHO'LL  BE  KNOCKING 


POTENTIAL  NEW  ARRIVALS 

1991-2000 

AREA  OF  ORIGIN 

MILLIONS 

EASTERN  EUROPE 

4.0 

SOVIET  UNION 

3.5 

NORTH  AFRICA 

2.5 

SUB-SAHARAN  AFRICA 

2.0 

ASIA 

1.0 

DATA:  NATIONAL  INSTITUTE  FOR  DEMOGRAPHIC  STUDIES  (PARIS),  BW 

tial  growth  of  its  economy  in  the  1980s 
drew  as  many  as  1  million  foreigners, 
while  lax  border  controls  along  the  coast 
have  added  up  to  400,000  clandestine  im- 
migrants. Some  critics  point  a  finger  at 
the  Vatican,  since  Catholic  groups  in  the 
Philippines,  Senegal,  Ethiopia,  and  else- 
where run  a  kind  of  underground  con- 
duit to  Italy.  The  Catholic  Church,  still  a 
large  though  discreet  force  in  Italian 
politics,  opposes  controls  on  immigrants. 


new  boat  In  Italv's  underdevel- 

alSanians  °Ped  south:  Mafia 
confront  gangs  run  ventage  cor- 

police  in  vees  of  North  African 

brindisi,  italy  field  hands  at  harvest 
time.  Others  work  for  less  than  $25  a 
day  in  thousands  of  sweatshops  in  Na- 
ples that  churn  out  counterfeit  Gucci 
shoes,  Christian  Dior  sunglasses,  and 
Louis  Vuitton  leather  goods  to  be 
hawked  in  European  street  markets. 

Each  facing  political  and  fiscal  crises 
at  home,  European  governments  have 
for  the  first  time  agreed  to  work  togeth- 
er to  harmonize  immigration  laws.  They 
have  little  choice:  The  Schengen  Ac- 
cords, now  signed  by  everyone  except 
Britain  and  Denmark,  call  for  barrier- 
free  travel  within  the  EC  by  1993.  That's 
essential  for  a  real  single  market,  but 
Schengen  will  also  make  it  easy  for  ille- 
gal immigrants  and  asylum-seekers  to 
travel  from  country  to  country  within 
Europe.  When  EC  ministers  meet  in  Oc- 
tober, they  are  likely,  at  the  very  least, 
to  beef  up  border  controls.  The  French 
and  Italians  would  like  to  see  an  EC-wide 
quota  system  that  would  predetermine 
European  labor  needs  each  year. 
gypsy  planes.  All  such  proposals  are 
bound  to  stir  controversy.  Humanitar- 
ians are  quick  to  decry  laws  that  would 
close  doors  to  asylum-seekers.  Powerful 
business  interests,  too,  would  balk.  Eu- 
rope's economies  have  thrived  on  illegal 
labor,  particularly  in  construction  and 
agriculture.  As  in  the  U.  S.,  European 
consumers  depend  increasingly  on  poor- 
ly paid  immigrants — domestic  help,  res- 
taurant workers,  and  manual  laborers — 
to  keep  prices  low  in  the  service  sector. 

Whatever  the  solution,  solving  the  im- 
migration problem  will  cost  money,  ei- 
ther at  home  or  in  aid  to  the  countries 
whose  people  are  fleeing.  Italy's  peripa- 
tetic Foreign  Minister,  Gianni  De  Miche- 
lis,  wants  European  colleagues  to  pony 
up  as  much  as  1.5%  of  total  gross  nation- 
al product  a  year  in  new  aid  for  the 
Mediterranean  region  to  give  would-be 
immigrants  reason  to  stay  put. 

Similarly,  the  wealthy  German  state 
of  North  Rhineland-Westphalia  set  up  a 
program  last  year  to  help  reintegrate 
Yugoslavian  refugees  denied  asylum  in 
Germany.  Some  3,200  Macedonian  gyp- 
sies were  offered  plane  tickets  back 
home  plus  a  lump  sum  of  about  $1,800  a 
family,  and  Germany  has  offered  to  fi- 
nance kindergartens  and  job-training  fa- 
cilities in  Yugoslavia.  But  now  that  Bonn 
has  permitted  asylum-seekers  to  work 
while  waiting  for  official  word,  most  pre- 
fer to  stay  half-free  in  affluent  Germany 
rather  than  return  to  their  poverty-rid- 
den, troubled  homelands.  The  aid-giving 
schemes  may  prove  to  be  little  more 
than  a  Band-Aid  on  an  open  wound. 
By  John  Rossant  in  Rome  and  Igor  Reich- 
lin  in  Bonn,  with  Blanca  Riemer  in  Paris 
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The  New  LeSabre 


Buick  LeSabre  has  earned  an 
enviable  reputation  for  quality.  Of 
course,  that  didn't  stop  the  people 
at  Buick  from  striving  to  make 
LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the 
safety  of  anti-lock  brakes  (ABS),  as 


well  as  a  standard  driver-side  air 
bag  supplemental  restraint. 

Roomier 

LeSabre's 
6-passenger 
seating  now 
gives  you  even 
greater  front 
headroom  and 
rear  legroom. 


And  the  spacious  trunk  is  e; 
accessible,  thanks  to  the  new 
liftover  desi 

Quietei 


LeSab 
aerodyna 
new  exte 
is  one  desig 
to  please 
your  eyes 


LeSz 
fet 


lear 


He  car  that  became 
1/  in  America? 

tetter. 


abr 


Wind  noise  is  reduced  to  a 
per,  while  special  acoustical 
latibn  all  but  banishes  road 
I  from  the  interior. 

More  Powerful 

ie  LeSabre's  3800  V6  engine 
offers  even  more  horsepower, 
t  gets  an  EPA  estimate  of  18 
s  per  gallon  city/28  highway. 
>  learn  more  about  the 


qualities  that  make  the  new  Buick 
LeSabre  even  better,  please  call 
1-800-531-1115. 
Or  better  yet,  we  invite  you  to 


see  your  Buick  dealer  and  enjoy  a 
test  drive  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


nternational  Business 


MEXICO  I 


CAN  ROBERTO  HERNANDEZ  KEEP 
THE  MONEY  MACHINE  CHURNING? 


He  has  won  Banamex,  but  Mexico's  banks  face  enormous  changes 


The  view  from  Roberto  Hernandez' 
Mexico  City  penthouse  was  all 
smog.  And  the  front-page  news 
that  December  morning  was  equally  dis- 
couraging. The  Mexican  financier  had 
lost  his  bid  to  buy  phone  giant  Telefonos 
de  Mexico.  But  Hernandez  leaned  back 
from  his  desk  with  the  satisfied  smile  of 
a  billionaire.  "I'm  very  optimistic,"  he 
said,  predicting  he  would  come  away 
with  a  prize  company  sooner  or  later. 

Now,  Hernandez  has  done  his  deal, 
and  it's  a  whopper.  In  a  $3.2  billion  pri- 
vatization, he  and  his  partners  have  won 
control  of  Banamex,  the  country's  No.  1 
bank  (table).  Overnight,  Hernandez 
jumps  from  being  the  head  of  a  small 
brokerage  outfit  with  340  employees, 
Acciones  y  Valores,  to  top  gun  at  Ban;, 
mex,  with  720  branches,  31,797  employ 
ees,  and  a  $4.6  billion  market  value.  But 
Hernandez  is  taking  over  just  as  compe- 
tition is  coming  to  Mexican  banking. 
"Hernandez  is  going  to  have  to  work 
much  harder  now,"  predicts  one  Europe- 
an banker  in  Mexico  City. 
tumbling  walls.  The  privatization  of 
the  107-year-old  bank — and  the  high 
price  it  fetched — reflect  the  investor  eu- 
phoria south  of  the  border.  With  Mexico 
preparing  to  join  a  North  American  free- 
trade  agreement,  investors  foresee  dra- 
matic growth.  Already  this  year,  the 
stock  market  is  up  80%.  Banamex  sold 
for  near  the  market  value  of  Citibank 


while  boasting  only  10^  of  its  assets. 

If  Hernandez  plays  his  cards  right,  he 
could  cash  in.  As  a  nationalized  bank 
since  1982,  Banamex  has  been  a  money 
machine.  Profits  last  year  topped  $341 
million,  a  massive  22.6%  return  on  capi- 
tal. But  if  free  trade  comes,  the  walls 
around  Mexican  banks 
are  sure  to  tumble.  To 


compete  in  an  open  mar- 
ket, Banamex  and  other- 
Mexican  banks  will  have 
to  relearn  the  art  of  re- 
tail banking,  which  has 
withered  in  Mexico  in  re- 
cent years.  Hernandez  is 
betting  that  by  tying 
Accival,  as  his  brokerage 
is  known,  to  Banamex' 
branch  system  and  com- 
puter network  he  can 
dominate  both  the  capital 
and  money  markets  in 
Mexico. 

Reaching  the  top  at 
Banamex  culminates  a 
long  climb  for  Hernan- 
dez. Born  49  years  ago  in 
the  steamy  coastal  town  of  Tuxpan,  Ve- 
racruz, Hernandez  grew  up  far  from  the 
equestrian  clubs  and  prep  schools  of 
Mexico's  power  elite.  He  studied  busi- 
ness administration  at  Mexico  City's  Un- 
iversidad  Iberoamerieana,  a  haven  for 
the  aspiring  middle  class. 


WHAT'S  IN  THE 
VAULT  AT  BANAMEX 


MARKET  VALUE 
$4.6  billion 

ASSETS 
$26.2  billion 

BRANCH  OFFICES 

720 

EMPLOYEES 

31,797 

1990  PROFITS 
$341  million 

DATA:  BANAMEX,  BW 


Twenty  years  ago,  Hernandez  and  hi 
longtime  partner,  Alfredo  Harp,  set  u 
Accival,  with  six  staffers  jammed  in 
rented  office.  Soon,  Accival  was  ridin 
Mexico's  oil  bonanza  of  the  1970s.  Bu 
Mexico's  financial  problems  brought  th 
market  crashing  down  in  the  earl 
1980s.  Accival  crashed  with  it. 

While  other  Mexicans  rushed  thei 
savings  to  Geneva,  Miami,  and  San  Di 
go,  Hernandez  kept  his  money  at  hom« 
buying  stocks  on  the  cheap.  Within  fiv 
years,  the  tiny  stock  market  had  mult 
plied  by  a  factor  of  40  in  dollar  terms 
For  a  few  heady  months  in  1987,  Acciva 
had  a  market  value  rivaling  that  of  Banl 
of  America.  Hernandez  was  rich  again 
hard  knocks.  His  buy-Mexican  strate 
gy  paid  even  higher  dividends  after  Car 
los  Salinas  de  Gortari  became  Presiden 
in  1988.  By  the  time  the  Salinas  govern 
ment  got  around  to  selling  its  control  o 
the  phone  company  and  the  banks,  Her 
nandez  and  his  partners  had  gathered 
enough  money  to  enter  the  bidding 
They  were  so  rich,  in  fact,  that  they  bk| 
for  both  Telmex  and  Banamex.  Hernan 
dez,  it  seemed,  had  money  to  bid  for! 
anything.  "Everyone's  scared  about  get 
ting  into  a  bidding  war  with  Roberto,' 
says  one  associate  of  a  rival  group. 

But  while  Hernandez  was  building  his 
fortune  in  stocks,  he  did  take  some 
knocks.  In  the  late  1980s,  he  paid  to] 
dollar  for  a  department-store  chain,  Par 
is-Londres,  which  flopped.  Critics  said  h 
didn't  know  how  to  run  a  retail  business 
Last  December,  he  lost  Telmex  as  Carlo 
Slim,  Alfredo  Harp's  cousin,  outbid  tht 
Accival  group  by  $70  million. 

The  next  test  was  Ban-B 
amex.  There,  Hernandez! 
lined  up  against  an  old-T 
money  team  headed  by 
Carlos  Gomez  y  Gomez 
and  his  brother-in-law, | 
Fernando  Senderos  Mes-i 
tre,  a  friend  of  Salinas'. 
Rumors  had  it  that  the 
prestigious  Banamex, 
with  its  colonial  Mexico 
City  headquarters,  would 
go  to  the  aristocrats.  But 
Hernandez  and  his  part- 
ners buried  their  rivals 
under  a  mountain  of 
cash,  bidding  for  a  much 
bigger  chunk  of  the 
bank — nearly  71%  com- 
pared with  their  31% — 
and  offering  12%  more 
per  share.  Still,  Hernandez  will  have  pre- 
cious little  time  to  savor  the  triumph. 
Now,  he  has  got  to  prove  that  he  has 
what  it  takes  to  be  a  big-time  North 
American  banker. 

By  Stephen  Baker  and  Mike  Zellner  in 
Mexico  City 
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IfHY  EUROPE  CAN'T 

UT  OUT  THE  FIRE  IN  YUGOSLAVIA 


^kjhile  the  empire  of  the  czars  and  commissars  crum- 
j^&V  I  >les,  a  nasty  war  in  Yugoslavia  is  flashing  warning 
W IV  signals  throughoul  the  former  Easl  bloc.  The  dan- 
is  that  more  old  rivalries  will  erupt  into  conflicts  between 
vvly  liberated  nations.  Fighting  between  Croatians  and  Serbi- 
who  are  backed  by  Yugoslavia's  Serbian-led  national 
ny,  is  "the  tip  of  the  iceberg,"  says  Stephen  Larrabee,  an 
pert  on  Eastern  Europe  at  Rand  Corp.  "I 
nk  we  are  going  to  see  many  more  of  these 
)blems." 

The  European  Community  is  trying  to  set- 
the  Yugoslav  conflict,  without  success  so 
,  in  a  crucial  test  of  the  EC's  ability  to 
:ld  its  collective  power  outside  its  borders, 
uces  arranged  by  EC  ministers  on  June  28 
d  July  7  quickly  broke  down.  But  on  Aug. 
the  EC  threatened  tougher  measures  if  the 
hting  doesn't  stop  by  Sept.  1.  One  action 
aid  be  to  take  the  dispute  to  the  U.  N.  Secu- 
y  Council,  a  step  aimed  at  making  Serbia  an 
ernational  pariah.  By  contrast,  the  U.  S. 
s  been  watching  from  the  sidelines. 
At  stake  in  Yugoslavia  is  the  same  issue 
ggering  the  Soviet  Union's  sudden  breakup: 
mands  by  individual  republics  for  greater 
tonomy  from  a  Marxist  federal  govern- 
'nt's  heavy-handed  rule.  Yugoslavia's  domi- 
nt  Serbian  Republic,  Europe's  last  hardline 
>mmunist  regime,  is  using  military  power  to 
y  to  annul  the  June  25  declarations  of  inde- 
ndence  by  reformist  Croatia  and  Slovenia.  Beyond  ideology 
d  politics,  the  conflict  is  fueled  by  deep  ethnic  and  territorial 
sputes.  The  Serbs  seem  likely  to  seize  one-fifth  of  Croatia,  an 
ea  with  sizable  ethnic  Serbian  minorities.  The  EC  warns, 
ough,  that  it  won't  recognize  borders  resulting  from  military 
;tion.  "There  is  no  reward  for  conquest,"  says  German  For- 
gn  Minister  Hans-Dietrich  Genscher.  A  successful  territorial 
•ab  bv  Serbia,  it  is  feared,  could  inflame  other  nationalist 


CROATIAN  TROOPS:  CEASE-FIRES 
HAVE  LASTED  ONLY  A  FEW  DAYS 


disputes  from  Moldavia — once  part  of  Romania — to  the  Cauca- 
sus to  Lithuania,  Poland,  and  the  Ukraine. 

The  U.  S.  may  have  missed  a  chance  to  damp  down  the 
Yugoslav  conflict,  critics  say,  because  some  Washington  poli- 
cymakers feared  Yugoslavia's  disintegration  could  set  a  dan- 
gerous precedent  for  the  Soviet  Union.  Thus,  Secretary  of 
State  James  Baker  III,  on  a  June  21  visit  to  Belgrade,  angered 
Croatians  and  Slovenians  by  calling  for  the 
continued  unity  of  Yugoslavia  instead  of  en- 
couraging negotiations  for  a  looser  federa- 
tion. "The  breakup  of  Yugoslavia  was  inevita- 
ble," Larrabee  says.  "The  question  was 
whether  it  would  be  by  negotiation  or  vio- 
lence." Ironically,  the  Soviet  Union's  dissolu- 
tion has  now  far  outrun  Yugoslavia's. 
little  leverage.  To  prod  the  Yugoslavs  to- 
ward a  settlement,  EC  members  are  delaying 
recognition  of  Croatia  and  Slovenia  as  inde- 
pendent states  in  hopes  of  mediating  another 
ceasefire  and  negotiations.  However,  Germa- 
ny, with  long-standing  links  to  the  Croatians 
and  Slovenes,  is  urging  recognition.  But 
France  and  other  countries,  partly  out  of  fear 
of  widening  German  influence,  want  a  solu- 
tion that  maintains  a  Yugoslav  confederation. 

Although  the  EC's  leverage  in  Yugoslavia  is 
limited,  in  the  absence  of  any  superpower  in- 
fluence its  diplomacy  is  the  only  game  in 
town.  To  maintain  pressure  for  a  settlement, 
the  EC  has  few  weapons  but  to  persuade  the 
rest  of  Europe  to  isolate  Serbia,  while  insisting  on  fair  treat- 
ment for  all  Yugoslav  minorities — and  no  boundary  changes. 

What  the  Yugoslav  crisis  shows,  once  again,  is  that  the  EC's 
foreign  policy  clout  is  limited  even  in  its  own  backyard.  To 
wield  more  influence,  it  will  have  to  surmount  internal  suspi- 
cions and  find  the  will  to  back  up  diplomacy  with  the  threat  of 
military  force.  Such  a  prospect  is  still  a  long  way  off. 

By  John  Rossant  in  Rome,  with  bureau  reports 
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PHILIPPINES 


A handful  of  "nationalist"  legisla- 
tors is  threatening  to  push  the 
U.  S.  Navy  out  of  its  Subic  Bay  base, 
despite  wide  public  support  for  the 
American  military  presence  there.  The 
two  countries  signed  an  agreement  on 
Aug.  27  allowing  the  Navy  to  use  the 
base  for  an  additional  10  years.  But  so 
far,  political  insiders  say,  backers  of 
the  accord  have  been  able  to  line  up 
only  14  firm  yes  votes  of  the  16  needed 
for  ratification  by  the  23-member  Phil- 
ippine Senate.  If  the  pact  is  rejected, 
the  U.  S.  will  have  to  pull  out  of  Subic 
and  smaller  military  facilities  within  a 
year  after  Sept.   16,  when  current 


leases  expire.  Washington  is  giving  up 
Clark  Air  Base,  now  buried  under  vol- 
canic ash  from  erupting  Mt.  Pinatubo. 

Opponents  led  by  Senate  President 
Jovito  Salonga  argue  that  U.  S.  bases 
have  perpetuated  a  "colonial  mental- 
ity"— or  that  the  $203  million  annual 
payment  offered  by  the  U.  S.  isn't 
enough.  They  reflect  opposition  to  the 
bases  in  the  Manila  media,  influenced 
by  vocal  leftists  and  intellectuals. 

But  U.  S.  Representative  Stephen  J. 
Solarz  (D-N.  Y.),  chairman  of  the 
House  Asian  &  Pacific  Affairs  subcom- 
mittee, has  a  blunt  message  for  the 
Filipino  legislators.  He  will  tell  them, 
aides  say,  that  "this  is  the  best  deal  the 
Philippines  is  likely  to  get,  and  they'd 


be  fools  not  to  accept  it."  Solarz  was 
scheduled  to  arrive  in  Manila  at  the 
end  of  August  to  reinforce  a  massive 
lobbying  campaign  by  Aquino,  the  Phil- 
ippine armed  forces,  and  business 
groups  in  support  of  the  pact. 

So  far,  the  Senate  hasn't  scheduled  a 
debate  on  the  agreement.  If  it  doesn't 
act  by  Sept.  16,  the  U.  S.  Navy  is  likely 
to  start  at  least  preliminary  steps  to 
withdraw.  A  pullout  could  eventually 
weaken  other  ties  between  the  two 
countries — including  special  trade 
benefits  for  the  Philippines.  On  Ma- 
nila's two  stock  exchanges,  a  yes  vote 
by  the  Senate  is  expected  to  touch  off 
a  strong  rally,  while  a  no  should  trig- 
ger a  steep  plunge. 


ERNATIONAL  OUTLOOK 
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Lockheed  leads. 

Alaska's  Prince  William  Sound,  ravaged  by  a  massive  oil 
spill,  is  coming  back  to  life.  Ensuring  that  natural  wonders 
remain  unspoiled  is  everyone's  job.  But  at  Lockheed,  we've 
made  it  our  business;  and  it's  growing  fast. 

Lockheed  has  been  monitoring  and  helping  to  clean  up 


the  environment  for  25  years.  We  work  on  a  broad  spectrum 
of  problems:  hazardous  waste,  acid  rain,  ecosystem  degrada- 
tion and  nuclear  contamination.  In  addition  to  Prince 
William  Sound,  Lockheed  helped  clean  up  Love  Canal;  and 
we  played  a  vital  role  in  the  National  Acid  Rain  Survey. 

Lockheed's  vast  experience  with  advanced  technologies 
enables  us  to  play  a  vital  role  in  monitoring  tomorrow's 
most  critical  environmental  problems.  As  an  established 


Prince  William  Sound  after  the  spill:  slowly  but  surely,  life  returns  and  nature  recovers. 


leader  in  this  $40  billion  industry,  Lockheed's  business  is 
forecast  to  increase  significantly  by  1995. 

Environmental  Services  comprises  one  aspect  of 
Lockheed's  Technology  Services  Croup,  formed  as  part  of 
our  1989  corporate  restructuring.  Since  then,  the  Croup  has 
recorded  two  consecutive  years  of  solid  growth  in  earn- 
ings-increasing 8%  in  1990  to  $1.55  billion.  The  Group 
also  performs  shuttle  processing,  aircraft  maintenance  and 


modification,  municipal  services,  and  airport  development. 

Lockheed's  mastery  of  environmental  services  is  a  per- 
fect example  of  how  we're  leveraging  traditional  strengths 
to  compete  in  growing  markets.  To  some,  cleaning  up  the 
environment  is  a  dirty  job.  To  us,  it's  important  business. 


Lockheed 

Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 
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STRATEGIES  I 


THE  RECASTING 
OF  ALCOA 


Its  CEO  is  slashing  management  in  favor  of  a  decentralized  system 


Paul  H.  O'Neill  has  never  been  coy 
about  flouting  cherished  tradi- 
tions. Four  years  ago,  O'Neill  left 
his  post  as  International  Paper  Co.'s 
president  to  join  Aluminum  Co.  of  Amer- 
ica as  chairman,  becoming  the  first  out- 
sider in  the  company's  103-year  history 
to  call  the  shots.  Although  O'Neill  knew 
precious  little  about  the  aluminum  game, 
he  quickly  refocused  Alcoa  on  its  notori- 
ously cyclical  aluminum  businesses, 
while  reassuring  investors  that  there 
would  be  no  more  wild  earnings  gyra- 
tions on  his  watch.  Critics  figured  that 
O'Neill  was  in  for  a  few  unpleasant  sur- 
prises. But  Alcoa's  return  on  equity  has 
averaged  1 5' .  since  he  arrived  on  the 
scene,  50%  above  the  average  of  the  pre- 
vious decade. 

Now,  O'Neill  has  set 
in  motion  forces  that 
will  truly  leave  his  im- 
print upon  the  world's 
largest  aluminum  pro- 
ducer— for  good  or  for 
ill.  On  Sept.  2,  he  will 
begin  a  massive  over- 
haul of  management 
meant  to  refashion  Al- 
coa into  a  highly  decen- 
tralized outfit.  At  a 
management  powwow 
in  Pittsburgh  in  early 
August,  some  50  world- 
wide senior  executives 
were  stunned  to  learn 
that  O'Neill  planned  to 
give  Alcoa's  25  busi- 
ness-unit managers  un- 
precedented leeway  to 
run  their  businesses. 
Also,  two  levels  of  top 
management  would  be 
wiped  out.  Says  Austra- 
lian liusiiicss-uiiit  man- 
ager Robert  F.  Slagle, 
one  of  the  fortunate  25: 
"We  felt  liberated." 
broad  ax.  O'Neill  is 
certainly  interested  in 
liberating  Alcoa  from 
its  old  hierarchical  chain 
of  command.  Frontline 
managers  will  get  plen- 
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ty  of  decision-making  authority — but 
also  the  accountability  that  goes  with  it. 
O'Neill  expects  all  of  Alcoa's  various 
business  lines — it  makes  everything 
from  aluminum  sheet  for  beverage  cans 
to  aerospace  parts — to  score  significant 
gains  over  their  rivals  within  two  years. 

O'Neill  is  moving  quickly  on  other 
fronts,  too.  To  extend  Alcoa's  reach  in 
the  faster-growing  European  and  Asian 
markets,  he  has  set  up  joint  ventures 
with  foreign  partners.  And  to  smooth 
out  Alcoa's  earnings  performance, 
O'Neill  and  his  team  are  negotiating 
longer-term  metals  contracts.  They  also 
have  set  up  an  innovative  variable-rate 
dividend  plan  to  reward  investors  who 
stay  with  the  company  during  economic 


ee  L 


O'Neill  expects  his  soon-to-be-tested  unit  managers  to 
add  $1  billion  to  Alcoa's  annual  operating  profits  by  1995 


downturns.  The  payoff  from  all  of  thi 
O'Neill  believes  Alcoa  may  be  able 
deliver  $1  billion  more  in  annual  opert 
ing  profits  by  1995. 

O'Neill's  gambit,  inspired  by  his  ow 
often-unconventional  thinking  aboi 
management,  is  hardly  risk-free.  He 
counting  on  untested  line  executives  1 
muster  the  managerial  skill  and  knov 
how  to  quickly  ratchet  up  quality  an 
efficiency  to  world  standards.  And  he 
pouring  on  the  demands  at  a  time  whe 
aluminum  prices  are  at  a  five-year  lov 
after  plunging  over  30%  this  past  year 
maverick.  Meanwhile,  O'Neill  may  driv 
some  experienced  hands  from  Alco; 
Gone  are  the  offices  of  president  an 
three  group  vice-presidents,  along  wit 
two  dozen  staff  jobs.  What  remains 
senior  operating  management  is  a  three 
person  chairman's  council,  which  ir 
eludes  two  of  the  former  group  vice 
presidents.  In  other  words,  while  th 
reorganization  is  designed  to  give  front 
line  managers  more  say,  it  also  leave; 
the  25  business-unit  heads  reporting  di 
rectly  to  O'Neill  as  chief  strategist 

Not  everybody  is  overjoyed  by  the  55 
year-old  O'Neill's  vision  for  Alcoa.  Or 
July  30,  President  C.  Fred  Fetterolf, 
39-year  aluminum  veteran,  abruptly  re 
tired,  citing  disagree 
ments  with  O'Neill  over 
"business  principles 
O'Neill  says  that  Fet 
terolf,  63,  left  becaus 
"there  was  no  need  fo 
a  president  under  thi 
structure."  Fetterolf  de 
clined  to  comment. 

O'Neill's  messy  brea 
with  Fetterolf  mark 
yet  another  milestone  in 
his  journey  to  mak 
over  Alcoa  from  an  old 
volume-driven  metals 
company  into  a  nimble 
collection  of  world-class 
industrial  and  consumer 
aluminum  businesses. 
That  transition  started 
in  April,  1987,  when  Al 
coa's  board  ousted  CEO 
Charles  W.  Parry  and 
passed  over  Fetterolf  to 
hire  O'Neill.  O'Neill 
managed  to  persuade 
Fetterolf  to  stay  on  to 
help  him  revamp  Alcoa. 
"Now,  Paul  no  longer 
needs  Fred,"  says  a  for- 
mer senior  executive. 
Another  former  execu- 
tive believes  other  dis- 
placed managers  will 
leave,  too. 

As  a  company  outsid- 
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For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 
We're  a  recognized  leader  in  the  world's  financial  markets,  combining 
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Growth  potential: 
Aluminum  for  export 


er,  O'Neill  was  well- 
suited  to  shatter  the  old 
corporate  mold  at  Al- 
coa. And  he  has  hardly 
followed  the  career 
track  of  the  convention- 
al corporate  chieftan.  A 
California  State  Univer- 
sity at  Fresno-trained 
economist,  O'Neill  spent 
much  of  his  early  ca- 
reer in  the  federal  gov- 
ernment, eventually  ris- 
ing to  the  post  of 
deputy  director  at  the 
Office  of  Management 
&  Budget  before  joining 
International  Paper  in 
1977.  O'Neill  was  wide- 
ly mentioned  in  1988  as 
a  short-list  candidate 
for  Deputy  Defense 
Secretary  in  the  new 
Bush  Administration. 
And  some  wonder 
whether  O'Neill  still 
harbors  ambitions  for  a 
Cabinet-level  posting. 

O'Neill's  penchant  for 
bucking  the  system  has 
sometimes  backfired, 
though.  In  late  1989, 
when  raw  aluminum  prices  sank,  rivals 
such  as  Reynolds  Metals  Co.  and  Alcan 
Aluminum  Ltd.,  began  discounting  their 
finished  aluminum  sheet,  used  to  make 
beverage  cans.  O'Neill  gambled  that  Al- 
coa could  keep  its  prices  higher  on  such 
a  value-added  product.  He  was  wrong: 
Alcoa  lost  $100  million  in  sales.  "It  was 
time  to  test  the  conventional  wisdom," 
says  O'Neill.  He  adds  that  Alcoa  has 
won  back  all  the  business  it  lost. 
wildlife  stew.  His  headstrong  ways 
have  raised  eyebrows  on  other  occa- 
sions, too.  He  pulled  Alcoa  out  of  the 
U.  S.  Chamber  of  Commerce  in  late  1990 
because  of  the  group's  opposition  to 
Bush's  fiscal  policy.  A  year  ago,  against 
advice  from  his  public-relations  staff, 
O'Neill  crashed  a  Washington  press  con- 
ference called  by  the  National  Wildlife 
Federation.  Standing  among  reporters, 
he  angrily  charged  that  Federation  Pres- 
ident Jay  D.  Hair  had  unfairly  labeled 
Alcoa  as  a  toxic  polluter. 

O'Neill  had  a  point.  He  rightly  noted 
that  aluminum  oxide,  the  target  of  the 
group's  criticism,  had  been  removed 
from  the  Environmental  Protection 
Agency's  list  of  toxic  chemicals.  O'Neill 
was  also  infuriated  by  the  implications 
of  such  a  charge,  for  he  has  made  envi- 
ronmentalism  and  worker  safety  a  cru- 
sade at  Alcoa.  But  he  was  embarrassed 
in  July,  when  the  company  pleaded 
guilty  to  violations  of  New  York  State 
hazardous-waste  laws  and  agreed  to  pay 


$7.5  million  in  criminal 
and  civil  fines. 

O'Neill's  biggest  chal- 
lenge has  been  to  con- 
vince investors  that  re- 
cessions will  not 
automatically  weigh 
down  Alcoa's  earnings. 
Although  Alcoa's  prof- 
its dropped  43%  to  $178 
million  in  the  first  half 
of  1991,  that  was  a  fair- 
ly robust  performance 
considering  that  the 
company  lost  money 
during  the  last  reces- 
sion. Still,  investors  nor- 
mally flee  basic-materi- 
als companies  during 
downturns.  To  keep 
shareholders  on  board, 
Alcoa  will  now  guaran- 
tee a  40<t  quarterly  divi- 
dend. But  it  will  also 
pay  out  30%  of  any  an- 
nual profits  above  $6  a 
share.  At  around  70,  Al- 
coa stock  is  up  some 
40%  from  its  12-month 
low  last  fall. 

The  relatively  strong 
performance  owes 
much  to  Alcoa's  growing  agility  at  rid- 
ing out  the  swings  in  its  business.  Alcoa 
is  now  extending  the  contracts  under 
which  it  sells  commodity  raw  materi- 
als— such  as  aluminum  ingots  and  alumi- 
na, the  powder  from 
which  the  metal  is 
smelted — from  the  stan- 
dard two  years  to  three 
or  four.  O'Neill  has  also 
slashed  Alcoa's  long- 
term  debt  by  40%,  sav- 
ing $56  million  a  year  in 
interest. 

O'Neill  is  also  turning 
his  attention  overseas. 
Aluminum  consumption 
in  Europe  and  Asia  is 
growing  at  3%  to  5%  a 
year,  compared  with  do- 
mestic growth  of  2%. 
So,  he's  seeking  a  slew 
of  joint  ventures 


in 

Hungary,  Korea,  and 
Taiwan.  Alcoa's  most 
dramatic  deal  so  far  is  a 
50-50  partnership  with 
Kobe  Steel  Ltd.  to  build 
a  can-sheet  plant  in  Ja- 
pan. The  partners  will 
also  explore  new  appli- 
cations for  aluminum  in 
autos,  a  huge  potential 
market. 

Although  progress 
has  been  steady,  O'Neill 
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O'NEILL'S  ALCOA 


JUNE,  1987 


Paul  O'Neill  becomes  the  first 
outsider  to  run  Alcoa.  Begins 
closing  high-cost  plants  and 
takes  a  $166  million  write-off 


JUNE,  1988 


Refocuses  Alcoa  on  its  core 
aluminum  business  and  scraps 
diversification  into  new  materi 
als  such  as  composites 


JANUARY,  1989 


Following  a  new  profit-sharing 
plan  tied  to  U.S.  aluminum 
profits,  Alcoa  institutes  a  novel 
floating-dividend  plan  to  pro- 
tect investprs  during  cyclical 
downturns 


AUGUST,  1991 


Wipes  out  top  management 
layers  and  gives  business-unit 
managers  more  decision-mak- 
ing clout.  President  C.  Fred 
Fetterolf  retires,  citing  differ- 
ences with  O'Neill  over  the 
strategic  directipn* 
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is  frustrated  by  the  slow  pace.  Soon 
ter  arriving,   he  pledged  that  Ale 
would  earn  $6  a  share  in  the  worst 
times.  But  analysts  estimate  Alcoa  w: 
earn  closer  to  $4.20  a  share,  or  $3J 
million  in  all,  on  about  $10  billion  in  rev 
nues,  in  1991.  O'Neill  admits  that  Alec 
still  hasn't  managed  to  give  itse 
enough  of  a  cushion  against  a  downtur 
"We  can  do  a  lot  better  at  the  bottom 
the  cycle,"  he  says. 
'NO  hiding.'  To  help  change  tha 
O'Neill  is  abandoning  Alcoa's  "contin 
ous  improvement"  strategy,  in  which  t 
company  constantly  tinkered  with  i 
aluminum  manufacturing  to  improve  e 
ficiency  and  shave  costs.  Now,  he's  loo 
ing  for  more  dramatic  improvements! 
And  he  figures  that  unfettering  th1 
frontline  managers  is  the  way  to  mak 
those  improvements  happen.  He  raise' 
the  line  managers'  spending  authority  to 
$5  million  from  $1  million  or  less.  H 
demanded  that  every  business  unit— 
from  primary  aluminum  and  aerospao 
alloys  to  beverage-can  sheet  and  alumi] 
num  siding — begin  sharing  informatio 
and  working  together  more  closely 

What  does  O'Neill  expect  his  managj 
ers  to  do  with  their  newfound  autono 
my?  For  starters,  he  has  ordered  hi: 
business-unit  heads  to  close  the  gap  be 
tween  Alcoa  and  world  leaders  in  al 
their  businesses  by  80%  within  tw 
years.  If  they  do,  the  results  could  bd 
startling.  For  instance,  if  Alcoa  improves 
its  efficiency  in  the  production  of  rolls  oil 
sheet  for  beverage  can: 
from  the  current  70%  to 
the  80%  world  standan 
set  by  Kobe,  Prudentiall 
Securities    Inc.  esti- 
mates it  would  mean  a 
penny  or  two  more  for| 
each  of  Alcoa's  1.7  bil 
lion    pounds   of  can 
sheet.  Those  pennies 
add  up — namely,  to  $1  a 
share,  or  $85  million  in 
extra  annual  profits. 

Will  O'Neill  and  his 
new  team  pull  it  off? 
They  had  better:  The  re- 
structuring has 
O'Neill's  name  embla- 
zoned upon  it.  If  things 
unravel,  "there  will  be 
no  hiding,"  says  Wil- 
liam S.  Cook,  an  Alcoa 
director  and  former 
chairman  of  Union  Pa- 
cific Corp.  Firebrand 
that  O'Neill  is  proving 
to  be,  he  probably 
wouldn't  want  it  any 
other  way. 

By  Michael  Schroeder 
in  Pittsburgh 


THE  CORPORATION 


WORKER  OWNERSHIP 


'HOW  CAN  WE  BE  LAID  OFF 
IF  WE  OWN  THE  COMPANY?' 


Weirton  Steel  workers  are  furious  that  their  ESOP  can't  save  jobs 


The  day  was  dreary,  the  rain  cold, 
as  steelworkers  picketed  company 
headquarters  last  March,  protest- 
ing the  use  of  outside  employees  while 
union  members  were  losing  their  jobs.  It 
was  a  common  scene,  with  one  twist: 
The  company  was  Weirton  Steel  Corp., 
which  was  bought  by  its  workers  in  1984 
through  an  employee  stock-ownership 
plan  (ESOP).  Those  were  the  owners  on 
the  picket  line.  One  marcher,  Mark  G. 
Glyptis,  unseated  the  union's  president 
in  June  on  a  platform  of  putting  workers 
ahead  of  public  shareholders,  who  re- 
cently bought  30%'  of  Weirton.  "I  don't 
believe  in  maximizing  profits  at  the  ex- 
pense of  losing  jobs,"  Glyptis  says. 

This  clash  reveals  a  pitfall  of  worker 
ownership:  "It  doesn't  rewrite  the  laws 
of  capitalism,"  says  J.  Michael  Keeling, 
president  of  the  ESOP  Assn.,  a  Washing- 
ton trade  group.  "The  bottom  line  is  the 
bottom  line — not  guaranteed  jobs." 

The  lesson  is  being  driven  home  this 
year.  Weirton  Steel,  the  mainstay  of 
Weirton,  W.  Va.,  has  eliminated  1,000  of 
its  8,200  jobs,  furloughed  200  other 
workers,  and  says  700  more  jobs  will  be 
cut.  McLouth  Steel  Products  Corp.  in 
Trenton,  Mich.,  has  laid  off  about  600  of 
its  2,200  workers,  who  own  87%  of  the 
place.  At  Bliss-Salem  Inc.,  a  maker  of 
heavy  machinery  in  Salem,  Ohio,  that  is 
100%  owned  by  employees,  22  of  340 
workers  are  gone  because  of  slumping 
orders.  And  Pittsburgh  Forgings  Co.  in 
Coraopolis,  Pa.,  a  maker  of  transporta- 
tion and  defense  components  that  is  80% 
owned  by  employees,  has  cut  its  work 
force  by  27%.  The  fired  owners  are  an- 
gry but  face  Hobson's  choice:  "You  just 
don't  keep  them  on  because  they  own 
the  company,"  says  Harry  E.  Lester,  the 
United  Steelworkers  official  with  juris- 
diction over  McLouth,  "or  there's  not 
going  to  be  any  company  to  own." 
sacrifices.  Weirton's  workers  sensed 
that  right  away.  Upon  taking  over,  they 
accepted  a  20%  pay  cut  and  a  six-year 
wage  freeze.  Weirton  soon  showed  bet- 
ter margins  than  its  Big  Six  rivals.  So  in 
1989,  it  embarked  on  an  overdue  renova- 
tion of  its  continuous  caster,  which 
forms  molten  steel  into  slabs,  and  of  its 
hot  strip  mill,  which  processes  slabs  to 


customer  specifications.  To  help  raise 
the  needed  $740  million,  the  Independent 
Steelworkers  Union  agreed  to  more  sac- 
rifices. Profit-sharing  payments  were 
slashed  from  50%  of  annual  earnings  to 
33%.  And  the  employees  agreed  to  sell 
4.5  million  shares  to  the  public,  sparing 
management  the  estimated  $40  million 
cost  of  buying  back  the  shares  as  the 
ESOP  agreement  had  required. 
But  the  honeymoon  ended  last  fall. 


idend,  docking  employees  about  $28»1 
quarter.  ESOP  or  not,  says  Elish,  "mE 
agement  has  to  do  what  the  manag- 
ment  has  to  do  at  any  company." 

Including  run  the  place  efficiently.  p 
modernization  raises  productivity,  wi 
ton  will  need  fewer  workers.  So  II 
Elish  has  used  attrition  and  an  eail 
retirement  program  to  make  perman# 
cuts.  But  employees  are  still  unhapp 
and  they  elected  Glyptis  to  make  tm 
clear.  "One  of  the  questions  from  wop 
ers  was:  'How  can  we  be  laid  off  if  § 
own  the  company?'  "  says  Virgil  |}. 
Thompson,  Glyptis'  predecessor. 
new  faces.  One  especially  sore  poil 
more  symbolic  than  not,  is  the  handS 
of  employees  who  work  for  the  contrfi 
tors  that  are  updating  Weirton's  ml 
Elish  says  that  Weirton's  in-house  ccs 
struction  crew  didn't  have  the  time  B 
staff  to  help  install  the  equipment.  Bl 
that  doesn't  satisfy  Glyptis,  who  vowst 


OWNER-PICKETERS:  MODERNIZATION  MEANT  BRINGING  IN  OUTSIDE  WORKERS 


Demand  sank  for  sheet  steel  used  in 
appliances  and  construction,  a  product 
that  generates  half  of  Weirton's  $1.2  bil- 
lion in  annual  revenues.  Competition  cut 
Weirton's  sheet  steel  market  share  to 
3.2%,  from  4.4%  in  1988.  Then,  its  mod- 
ernization program  hit  snags.  A  new 
rolling  machine  went  haywire  and  cost 
$18  million  to  fix.  A  fire  in  a  computer 
room  cost  $10  million  more.  Unable  to 
meet  delivery  on  300,000  tons  of  steel, 
Weirton  paid  competitors  $10.8  million  to 
roll  slabs  that  it  then  finished  on  its  own 
equipment.  These  setbacks  led  to  the 
company's  first  losses  as  an  ESOP,  in- 
cluding $48  million  in  this  year's  first 
half.  After  going  public  at  14  V2,  Weir- 
ton's stock  hovers  around  4.  President 
Herbert  Elish  has  eliminated  the  16$  div- 


avoid  such  situations  in  the  future.  H 
also  warns  against  any  method  but  attr 
tion  for  making  permanent  job  redu 
tions.  "You  can't  throw  someone  out  lik 
an  old  shoe,"  he  argues.  "If  you  sacr 
fice,  you're  part  of  the  team." 

It's  unclear  how  prickly  Glyptis  ca 
be,  since  after  all,  it's  his  company,  toe 
Elish  says  the  employees  "will  do  whal 
ever  it  takes"  to  make  Weirton  prospei 
He  had  better  be  right.  "This  company  i 
run  strictly  for  the  employees,"  gripe 
Greg  Melvin,  portfolio  manager  at  Fee 
erated  Growth  Trust  in  Pittsburgh 
which  holds  260,000  Weirton  shares 
That's  the  last  thing  the  steelmake: 
needs  now:  a  battle  between  its  publii 
shareholders  and  those  inside  the  plant 
By  Maria  Mallory  in  Weirton,  W.  Va 
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LAB 


HYUNDAI  PCs  ARE 

MAKING  THEIR  MARK 

IN  NEW  MEXICO. 

IT'S  A  PLACE  USED  TO  THINGS  LASTING  A  LONG  TIME. 


The  State  of  New  Mexico's  Divi- 
sion of  Vocational  Rehabilitation 
needed  word  processing,  spread- 
sheet and  database  applications. 
And  reliability. 

After  evaluating  different  sys- 
tems for  user  preference,  price  and 
performance,  they  chose  Hyundai." 
Hyundai's  18-month  warranty  lasts 
much  longer  than  those  offered  by 
other  brands.  And  things  that  last 
count  for  a  lot  in  the  Southwest. 

Hyundai  has  the  broadest  line 
of  PC-compatible  computers  and 
peripherals  available.  From  power- 
ful desktop  machines  to  the  latest 
portables.  All  competitively  priced 
and  available  from  a  first-class, 
nationwide  network  of  dealers. 

For  information  systems  that 
make  a  lasting  impression,  call  on 
Hyundai.  The  State  of  New  Mexico 
did.  Hyundai  Electronics  America, 
166  Baypointe  Parkway,  San  Jose, 
California  95134 
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FOR  RESERVATIONS,  CALL  1-800-424-2900 
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Guest  Quarters 

suite"  hotels 


FIRST -CLASS  SERVICE.  WITH  THE  ROOM  TO  ENJOY  IT. 


To  protect  the  environment, 
we  built  an  amazing  new  jet 


Amazing  because  it  hits  speeds  up  to  600  miles 
an  hour.  And  amazing  because  it's  made  out  of 
water.  You  see,  this  new  jet  was  developed  by 
Lufthansa  engineers  as  a  revolutionary  way  to 
strip  old  paint  off  planes  before  repainting.  Unlike 
the  past,  when  conventional  chemical  strippers 
had  to  be  used,  our  new  Aquastnp"  eliminates  all 
toxic  waste  by  removing  paint  with  high-speed 
jets  of  water.  The  process  is  100%  ecologically 
sound.  Aquastripping  is  another  example  of  the 
kind  of  passion  you'll  find  at  Lufthansa.  A  passion 
that  carries  people  around  the  world  better  than 
any  other  airline.  And  a  passion  that's  taking 
better  care  of  the  world  itself. 


A  passion  for  perfection. 


Lufthansa 


Lullhansa  is  a  participant  in  the  mileage  programs  ot  United.  Delta. 
USAir  and  Continental  See  your  Travel  Agent  for  details 


;ports  Business 


NISI 


VHAP!  ACE.  POINT. 
OU  CALL  THIS  TENNIS? 


'e  high-tech  rackets  ruining  the  way  the  game  is  played? 


It's  the  1980  Wimbledon  men's  final 
between  Bjorn  Borg  and  John  McEn- 
roe. With  rallies  that  often  exceed  20 
ots,  Borg's  steady  baseline  play  wears 
wn  McEnroe's  artful  net  game.  The 
al  set  alone  lasts  14  games.  Following 
itch  point,  Borg,  clutching  his  small- 
led  wooden  racket,  goes  into  his  pat- 
ted victory  swoon. 

Fast-forward  to  1991.  In  a  final  that 
sts  only  153  minutes  and  33  games, 
;rman  Michael  Stich  steamrolls  his 
untryman,   three-time  Wimbledon 
ampion  Boris  Becker.  Play  goes  basi- 
lly  like  this:  128-miles-per-hour  serve, 
?ak  return,   point  for  Stich.  After 
e  final  point,  Stich  throws  his  racket 
|  to  the  air — a  big-headed,  graphite 
|  ?apon  that  makes  Borg's  look 
;e  a  flyswatter. 
j  Finesse  or  power,  long  rallies  or 
j  ing-bang  play:  Those  are  the 
lestions  as  the  sport  of  tennis 
cuses  on  the  U.  S.  Open  that 
|  eked  off  on  Aug.  26.  The  contro- 
;rsy  will  only  intensify  as  rackets 
ith  names  such  as  Hammer,  Vor- 
x,  and  Discovery  introduce  a 
iw  era  of  tennis  technology.  At 
sue  is  their  common  feature,  a 
idebody  design  that  makes  them 
I  )ard-stiff  and  gives  players  un- 
;  tmmon  power.  The  cost:  at  least 
iOO  unstrung. 

fandard  issue.  Aside  from  the 
j  ip-ranked  doubles  team  of  Jim 
l  ugh  and  Rick  Leach,  few  big 
j  ames  in  the  men's  game  use  the 
idebody,  but  virtually  all  women 
ros  now  use  the  bigger  rackets, 
.nd  at  the  Nick  Bollettieri  Tennis 
!  cademy   in   Bradenton,  Fla., 
'here  the  pros  of  tomorrow  are  in 
"aining,  widebody  rackets  are 
tandard  issue.   Bollettieri,  who 
as  trained  the  likes  of  Monica 
eles  and  Andre  Agassi,  says  he 
an't  name  one  of  his  new  crop  not 
winging  one.  "They're  every- 
where," says  Bollettieri. 
And  not  just  among  the  stars-to- 
>e.  Since  Wilson  Sporting  Goods 
'o.'s  Profile  ushered  in  the  wide- 
iody  era  in  1987,  wide  rackets 
tave  dominated  retail  sales,  notch- 


ing all  top-10  spots  in  the  list  of  best- 
sellers compiled  by  npd  Group,  a  Port 
Washington  (N.  Y.)  sports  consultant. 
Widebodies  account  for  about  90%  of  the 
$115  million  in  U.  S.  tennis  sales  for  Wil- 
son, Prince  Manufacturing,  and  Head 
Sports  Inc.,  the  top  three  racket  makers. 
"People  don't  even  bother  to  ask  for  the 
widebody  any  more,  because  that's  all 
there  is,"  says  Fred  Drilling,  owner  of 
Drilling  Tennis  Shop  in  Washington. 

This  obscure  object  of  desire  consists 
of  a  light,  graphite  frame  that  barely 
flexes  when  ball  meets  strings.  That 
means  nearly  all  the  force  exerted  by 
the  player  transfers  directly  to  the  ball. 
And  because  of  the  rackets'  light 
weight,  players  can  swing  harder  than 


WHY  THE  HAMMER 
HITS  SO  HARD 


3RTS  BUSINESS 


RACKET  HEAD 

Conventional  weight, 
so  the  racket  doesn't 
feel  too  light 

SWEET  SPOT 

Bigger  sweet  spot 
because  it's  moved  to 
the  widest  area  of 
the  face 

MATERIALS 

85%  graphite;  1  3% 
high-modulus  graphite 
2%  kevlar  The  racket  is 
more  than  twice  as 
stiff  as  an  all-graphite 
racket 

FRAME 

Wider  and  stiffer,  giving 
more  power 


GRIP-TO-SHAFT  AREA 

Weighs  one  ounce, 
vs.  three  ounces  in 
conventional  rackets 

COST 

$300 

DATA  WILSON  SPORTING  GOODS  CO 


before,  too.  It's  an  irresistible  combina- 
tion, particularly  for  country-club  play- 
ers with  more  money  than  patience. 
"When  you  don't  have  the  time  to  prac- 
tice or  get  in  shape,  then  people  rely  on 
technology,"  observes  Glyn  C.  Roberts, 
an  Indianapolis  sports  psychologist. 

Each  manufacturer  has  a  gimmick. 
Wilson's  Hammer  (diagram)  has  domi- 
nated sales  since  its  light-handled  design 
first  hit  store  shelves  in  1990.  Prince, 
meanwhile,  says  its  Vortex  grows  stiffer 
the  harder  the  ball  is  hit.  The  handle  on 
Head's  Discovery  is  geared  to  reduce 
shock  to  the  elbow  and  wrist. 

The  hunger  for  high  tech  isn't  limited 
to  tennis.  Spalding  has  introduced  a 
baseball  glove  that  can  be  pumped  up  to 
produce  a  tighter  fit.  Even  though  the 
new  glove  has  elicited  a  lawsuit  from 
Reebok  International  Ltd.,  which  claims 
patent  infringement  of  its  Pump  line  of 
athletic  shoes,  Spalding  plans  to  move 
ahead  with  production.  Meanwhile, 
golf's  professional  tinkerers  are  focus- 
ing on  oversize  woods  made  of  new  ma- 
terials such  as  titanium  and  ceramics. 
And  new,  long-shafted  putters  are  low- 
ering scores  on  greens  around  the  U.  S. 
Are  these  sports  getting  hurt, 
though?  Tennis  purists  fear  that 
improved  technology  could  render 
the  game  unrecognizable.  No  less 
than  Jimmy  Connors,  dean  of  the 
men's  ranks  and  a  power-game 
pioneer,  has  criticized  the  rackets 
for  changing  the  emphasis  from 
proficiency  to  sheer  brawn. 
'danger  signal.'  The  doomsday 
scenario  goes  like  this:  With  the 
new  rackets,  the  game  gets  quick- 
er and  less  dramatic  at  the  top 
level.  That  means  less  exciting- 
television,  which  could  mean  fewer 
viewers,  and  eventually,  fewer- 
players.  "If  the  game  goes  down 
to  about  one-and-a-half  strokes  per 
rally,  that  will  be  a  danger  sig- 
nal," warns  Bollettieri. 

Hogwash,  say  the  widebody's 
defenders.  The  wide  rackets  have 
made  the  women's  game  more 
fun.  And,  say  high-tech  advocates, 
the  new  generation  of  rackets  is 
drawing  new  players  to  the  sport, 
much  as  the  original  Prince  rack- 
et, with  its  oversize  head,  did  after 
it  was  introduced  in  the  mid-1970s. 
"How  many  people  say,  'Hey,  this 
is  fun,  hitting  the  ball  into  the 
net,'  "  asks  Wilson  Vice-President 
Jim  Baugh.  "We  want  to  get  the 
ball  over  the  net,  and  that's  what 
these  rackets  are  all  about."  Over 
the  net  and  into  the  next  county,  if 
you're  not  careful. 

By  David  Greising  in  Chicago 
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No  one  will  sok 


If  you  have  a  computer  problem,  most  PC  companies  react  in  a  Compaq  has  made  a  great  commitment  to  service  and  support, 

predictable  way.  They  point  their  finger  at  someone  else,  and  say:      So  you'll  find  that  we're  not  just  a  1  -800  number. 


"It's  not  our  problem."  We've  created  alliances  with  leading  hardware  and  software 

You  won't  hear  that  from  Compaq.  If  you  experience  a  problem  companies,  so  support  staffs  are  cross-trained  to  understand  entire 

with  one  of  our  PCs,  running  stand-alone  or  networked  in  a  Banyan,  systems,  not  just  parts.  We've  extensively  trained  a  worldwide 

Microsoft,  Novell  or  SCO  UNIX  operating  environment,  we  promise  network  of  over  3,500  Authorized  Dealers  who  offer  a  variety  of 

to  take  ownership  of  that  problem.  We'll  help  find  a  solution.  service  and  support  programs  which  can  be  tailored  to  your  needs. 


i  <  IMWQ,  Registered  t  I.S  Patent  and  Trademark  Office  Prodw  I  names  mentioned  herein  may  tie  trademarks  and/or  registered  trademarks  of  other  companies  C 199!  Compaq  Computer  Corporalion  All  rights  reserved 


C  problems  better 


HI  ink 
«BhHB 


iioiee  is  Compaq. 


We've  amassed  a  vast  library  of  technical  information  that 
)u  can  access  instantly  from  the  COMPAQ  QuickFind  Reference 
ibrary,  our  CD-ROM  database.  And  we've  set  up  programs 
lat  help  dealers  get  you  the  parts  you  need,  when  you 
eed  them. 

If  you  need  help  with  PCs,  options  or  operating  '\  ✓ 

ystems,  we've  also  made  sure  that  you  have  access  to  us  wm—m 


through  our  Customer  Support  Center— only  a  phone  call  away. 
For  free  brochures  that  show  you  how  to  put  our  resources 
to  work  for  you,  call  1  -800-231-0900,  Operator  1 72.  In  Canada, 
800-263-5868,  Operator  172.  We'll  also  give  you  the  location 


of  your  nearest  Authorized 
COMPAQ  Computer  Dealer. 


COMPAQ. 


It  simply  works  better. 


No  one  scored  higher  o: 


 — .-^  —  '   ""»"—»-'-  '  "  ^""JJi  ■  U.I.N.l.  W...U 


Thais  why  the  smari 


Recently,  FORTUNE  magazine  reported  the  results  of  a  major        to  define  "quality."  Then  we  translated  that  into  PC  systems, 


national  survey.  In  it,  senior  executives  of  major  computer 
companies  ranked  the  largest  companies  in  their  industry.  Compaq 
finished  number  one  in  what  matters  most  to  us:  quality  of  products. 

The  survey  was  recent.  But  the  commitment  that  earned 
those  ratings  was  not.  From  day  one  we've  asked  our  customers 


desktop,  laptop  and  notebook  PCs  that  are  targeted  directly  tc 
real  customer  needs. 

We  achieve  this  through  meticulous  attention  to  detail. 
We  require  every  component  supplier  to  meet  stringent 
standards.  We  subject  all  new  products  to  nonstop,  94-hour 


i  •  >viv,i  Registered  I  S  Patenl  and  Trademark  Office  Product  names  mentioned  herein  mav  be  trademarks  and  or  registered  trademarks  of  other  companies  01991  Compaq  Computet  Corporation  All  rights  reserved 


ivhat  counts  most.  Quality 


hoice  is  Compaq. 


|sts  for  the  utmost  reliability.  And  as  standard  procedure,  we 
est  our  personal  computers  with  no  fewer  than  300  hardware 
md  software  products,  ensuring  application  compatibility. 

The  meaning  of  all  this  is  simple:  At  Compaq, 
quality"  isn't  just  the  latest  business  buzzword;  it's  a 
eality  that  means  long-term  value.  For  you. 


But  don't  just  read  about  COMPAQ  quality.  See  it.  Call  for  our  free 
Reliability  by  Design  video  and  the  location  of  your  nearest  Authorized 
COMPAQ  Computer  Dealer.  In  the  U.S.,  call 
-800-231-0900,  Operator  166.  In  Canada, 
-800-263-5868, 
Hm  Operator  166.  COItlPJkU 

It  simply  works  better. 
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FINDING  A  NEW  PARKING  SPOT 
FOR  THE  OLD  NEST  EGG 


There's  an  art  to  sidestepping  those  dismal  rates  on  savings 


At  age  "75-plus,"  Jean  Schnall  is 
giving  herself  a  crash  course  in 
investing.  With  low  interest 
rates  shrinking  her  investment  income, 
"it's  a  real  struggle,"  says  Schnall,  an 
artist  living  in  Scarsdale,  N.  Y.  "I  rely 
on  interest  income."  To  offset  the  loss, 
she's  cutting  hack  on  "everything  except 
food"  and  moving  some  of  the  money 
from  certificates  of  deposit  to  global  and 
domestic  bond  funds.  "I  know  there  is  a 
risk  to  your  principal,  but  where  else  can 
you  go?"  says  Schnall.  "I  can't  live  on 
what  I'd  get  if  I  invested  all  of  my  mon- 
ey in  CDs." 

With  interest  rates  on  CDs  and  money- 
market  funds  spiraling  downward, 
Schnall  is  not  the  only  one  singing  the 
interest-rate  blues.  Short-term  interest 
rates  have  dropped  more  than  two 
points  from  a  year  ago.  For  those  who 
want  to  refinance  a  mortgage,  finance  a 
car,  or  borrow  for  business,  the  drop  is 
welcome.  But  for  people  who  depend  on 
investment  income,  falling  rates  are  a 


serious  downer.  "This  is  going  to  hit 
older  people  right  in  the  teeth,"  says 
Judith  A.  Shine,  a  Denver-based  finan- 
cial planner. 

To  fight  back,  people  are  pouring 
money  into  riskier  alternatives,  from 
short-term  bond  funds  to  Ginnie  Mae 
funds  and  even  into  the  stock  market, 
where  they  would  never  have  thought  to 
venture  a  few  months  ago. 

Ginnie  Mae  funds,  which  hold  mort- 
gages backed  by  the  Government  Na- 
tional Mortgage  Assn.,  are  a  strong  ben- 
eficiary of  the  search  for  higher  yields. 
And  indeed,  the  current  yields  are  al- 
most three  percentage  points  above  six- 
month  CD  rates.  But  the  dangers  in  Gin- 
nie Maes  are  twofold.  The  first  danger  is 
inherent  to  any  fixed-income  investment: 
If  interest  rates  rise,  the  principal  value 
of  your  investment  falls.  Ginnie  Maes, 
however,  add  their  own  unique  "prepay- 
ment" risk.  If  interest  rates  fall,  mort- 
gages may  be  refinanced  early,  which 
lowers  the  yield  on  the  fund. 


This  isn't  the  first  time  that  low  rati 
have  sent  investors  running  to  Ginn 
Maes.  When  interest  rates  slumped 
the  mid-1980s,  assets  poured  into  tr 
funds.  In  1986  and  1987,  when  mortgag 
rates  were  about  9%,  close  to  today 
levels,  many  holders  of  mortgages 
11.5%  to  11'  ■  refinanced.  "I  think  th 
same  thing  will  happen  now  to  a  lesse 
extent,"  says  Don  Phillips,  publisher 
Chicago-based  Morningstar  Mutua 
Funds.  The  drop  in  yield  caused  inve, 
tors  to  flee  the  funds,  and  many  ir 
curred  losses.  The  prepayment  risk  tc 
day  is  less  than  it  was  in  1986  and  1981 
since  the  segment  of  the  market  wher 
it  makes  sense  to  refinance  mortgages 
much  narrower,  says  Michael  Waldmar, 
a  managing  director  at  Salomon  Broth 
ers  Inc. 

gray  matter.  One  Ginnie  Mae  fund  see 
ing  a  lot  of  action  is  the  American  Asso 
ciation  of  Retired  Persons'  (AARP)  no 
load  Ginnie  Mae  &  U.  S.  Treasury  Fund 
managed  by  Scudder,  Stevens  &  Clarl 
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z.  and  yielding  about  8%.  Since  Jan.  1, 

I  fund  has  grown  by  $600  million,  to 
.2  billion.  In  the  same  period  last  year, 
5  million  flowed  in.  "We're  not  looking 
r  the  highest-coupon  mortgage  pools, 
cause  if  you  reach  too  high  and  mort- 
ge  rates  go  down,  a  lot  of  mortgages 

II  be  refinanced  and  yields  will  suf- 
r,"  says  Cuyler  W.  Findlay,  chairman 

the  aarp  Investment  Program.  The 
nd  increases  stability  by  keeping  30% 
its  capital  in  short-term  (five  years  or 
is)  U.  S.  Treasuries. 
Unlike  the  AARP  fund,  not  all  Ginnie 
ae  funds  require  you  to  be  50  or  over, 
d  they're  seeing  gobs  of  money  flow 
:o  their  coffers.  Vanguard  Group's 
nnie  Mae  fund,  which  has  an  8.5%' 
eld  and  an  average  maturity  of  10 
:ars,  swelled  tenfold  this  year,  to  more 
an  $4.2  billion.  "It  seems  to  be  coming 
am  CDs  and  the  cookie  jar  and  maybe 
e  mattress,"  says  Brian  S.  Mattes, 
■okesman  for  Vanguard  Group.  An  al- 
rnative  to  the  Ginnie  Mae  fund  is  Van- 
lard's  Bond  Market  Fund,  he  says, 
hich  invests  in  both  government  and 
■rporate  bonds  and  has  an  8%  yield. 
ultimarket  moves.  Vanguard  is  not 
:e  only  one  pushing  bond  funds.  The 
]  1,000  subscribers  to  Donoghue's  Mon- 
}  (Letter  saw  a  telling  shift  in  the  news- 
tter's  model  portfolio  this  month.  A 
mnk  of  assets  was  moved  out  of  do- 

I  estic  stock  funds  and  money  funds  and 
to  no-load  short-term  bond  funds, 
hich  invest  in  bonds  with  about 

i  iree  years  to  maturity.  "We  chose 
le  easiest  and  closest  alternatives 
i  money  funds  that  we  could 
nd,"  says  Walter  S.  Frank,  Mon- 
yLetter's  chief  investment  officer. 
«  i  the  conservative  portfolio,  sub- 

II  bribers  are  advised  to  move  15% 
i  ito  domestic  short-term  funds,  and 
I  cudder's  Short-Term  Bond  Fund, 
;l  'hich  yields  around  8.7%,  is  listed 
j  s  the  "top  buy."  Also  recommend- 
j  d  is  a  move  of  15%  into  Blan- 
j  hard's  Short-Term  Global  Income 
J  'und,  which  yields  about  10.4%-. 

What  are  stockbrokers  pitching 
3  rate-chasers?  Funds  being  pro- 
I  loted  include  short-term  multi- 
!  larket  funds,  which  invest  in  for- 
ign  government  bonds  and  CDs, 
j  nd  adjustable-rate  mortgage  (ARM) 
j  unds,  says  Phillips.  He  is  leery  of 
uch  funds:  "The  ARM  market  is 
I  elatively  new  and  untested,  and 
aultimarket  funds  have  currency 
'  isk."  The  funds  have  loads,  or 
[■•ales  charges,  of  about  3%.  Bro- 
;ers  are  also  suggesting  collateral- 
zed  mortgage  obligations  (CMOS), 
lighly  complex  investments  that 
lave  yields  around  9%,  but  can  also 
)ffer  large  risks  to  principal. 

Even  banks  are  pushing  bond 
'unds.  Citibank  will  soon  introduce 


6- 


5- 


an  intermediate  government  bond  fund 
at  an  "attractive  yield,"  says  Loren  E. 
Smith,  managing  director  of  New  York 
marketing.  He  says  Citi  is  spending  a  lot 
of  time  "making  sure  that  people  know 
what  they're  buying"  and  that  consum- 
ers think  in  terms  of  total  return  from  a 
bond  fund — price  appreciation  plus 
yield — instead  of  just  focusing  on  rate. 

Some  savers  are  sticking  with  CDs,  re- 
gardless of  the  rates.  Arthur  and  Ida 


Small  investors  can't  look 
forward  to  any  sudden 
reprieve  from  the 
shrinking-interest-rate  blues 


Hoag,  of  Bradenton,  Fla.,  are  feeling  a 
$400-a-month  pinch  because  of  lower 
rates  on  their  CDs,  but  want  the  security 
of  a  CD.  To  offset  their  lower  interest 
income,  the  Hoags  will  take  a  bus  tour 
of  New  England  instead  of  visiting  Eu- 
rope. They've  also  saved  $360  by  skip- 
ping season  tickets  to  nearby  amuse- 
ment parks  in  favor  of  $2  ballroom- 
dancing  tickets  on  weekends.  At 
Saybrook  Bank  &  Trust  in  Old  Say- 
brook,  Conn.,  "people  are  positioning 
themselves  to  react  to  a  rise  in  rates"  by 
moving  into  three-month  CDs,  says  Wil- 


STICKER-SHOCK  HITS 
SMALL  INVESTORS... 


AVERAGE  OF  YIELDS 
ON  SIX-MONTH  CDs  AND 
MONEY  MARKET  FUNDS 


JULY  '90 
▲  PERCENT 


AUG. 

•THROUGH  AUG 


DATA:  BANK  RATI  MONITOR.  IBCS  MONEY  MARKET  INSIGHT 

.AND  THESE  MUTUAL 
FUNDS  BENEFIT 


Current  yield  (Average) 


GOVERNMENT  BOND/MORTGAGE-BACKED 

8.5% 

CORPORATE  BOND/GENERAL 

8.2 

CORPORATE  BOND/HIGH-QUALITY 

8.0 

GOVERNMENT  BOND/GENERAL 

7.8 

GOVERNMENT  BOND/TREASURY 

6.5 

EQUITY-INCOME 

4.5 

DATA  MORNINGSTAB  INC 


Ham  H.  Swift,  a  senior  vice-president 
with  the  bank. 

To  get  beefier  rates,  investors  are- 
having  to  lock  up  money  for  longer  peri- 
ods. Ralph  and  Sorel  Bergman  of  Chica- 
go saw  the  biggest  drop  in  their  income 
from  declining  CD  interest,  which  repre- 
sents nearly  157  of  their  earnings. 
They've  moved  from  0-month  to  18- 
month  CDs,  but  still  saw  rates  drop  from 
8%  to  6.257".  "Interest  rates  are  a  major 
topic  of  conversation  among  our  neigh- 
bors, who  are  mostly  single  ladies,"  says 
Sorel  Bergman.  "When  their  CDs  come 
due,  they  put  on  their  walking  shoes. 
They  really  shop,  because  you  don't  see 
CDs  advertised  that  much  anymore." 

It's  true  that  bank  promotions  for  CDs 
have  largely  dried  up.  But  some  banks 
are  seizing  the  opportunity  and  aiming 
rate  promotions  at  older  investors,  who 
have  the  largest  CD  holdings.  One  bank 
that  aggressively  pursued  CD  money 
was  Atlanta's  $5  billion  Bank  South 
Corp.  On  July  1,  Bank  South  began  of- 
fering an  18-month  CD  with  a  variable 
rate  based  on  the  saver's  age.  The  base 
rate  in  July  was  7%,  offering  a  65-year- 
old  a  7.65%  rate.  By  August,  the  base 
rate  was  down  to  6.35%.  Still,  the  six- 
week  promotion  was  the  most  successful 
in  the  bank's  history,  drawing  in  $135 
million,  $92  million  of  which  was  new 
money  attracted  from  other  financial  in- 
stitutions, says  a  bank  spokesman. 
The  small  investor  is  also  braving  the 
stock  market.  "We're  seeing  strong 
cash  flow  into  our  equity-income 
fund,  which  invests  mainly  in 
stocks  with  above-average  dividend 
yields,"  says  Steven  Norwitz,  a 
spokesman  at  T.  Rowe  Price  Asso- 
ciates Inc.  Says  financial  planner 
Shine:  "What  low  interest  rates 
are  going  to  do  to  people — and 
they're  going  to  hate  it — is  to  force 
them  to  understand  the  equity  mar- 
ket" and  learn  about  growth  and 
volatility. 

Small  investors  can't  look  for- 
ward to  any  sudden  reprieve  from 
interest  rate  sticker-shock.  As 
Charles  I.  Clough,  chief  investment 
strategist  at  Merrill  Lynch  &  Co., 
sees  it,  they're  discovering  a  very 
different  sort  of  investment  hazard 
today.  "It's  very  risky  to  stay  at 
the  short  end  of  maturities,"  says 
Clough.  "There's  just  not  enough 
economic  activity  in  industries  that 
borrow  a  lot  to  ensure  that  there 
would  be  high  rates  at  any  time." 
With  that  in  mind,  savers  would  do 
well  to  start  studying  the  markets. 
"People  have  to  learn  to  deal  with 
a  new  way  of  investing,"  says 
Shine.  "They  can't  just  go  for  yield 
anymore." 

By  Suzanne  Woolley  in  New  York, 
with  bureau  reports 
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INVESTMENT  BANKSNG1 


THE  BOMB  SHELTER 
SALOMON  BUILT 


A  crisis  strategy,  drafted  two  years  ago,  capitalizes  on  the  liquidity  of  the  firm's  $134  billion  in  asset 


HOW  THE  CONTINGENCY  PLAN  WORKS 

Salomon  is  unable  to  sell  its  commercial  paper  and  it  is  turning  to  alternative 
sources  of  funding  to  meet  its  huge  financing  needs 

REPURCHASE 
AGREEMENTS 


Selling  $7  billion  in  securities  it  owns  to  banks  with  a  prom- 
ise to  repurchase  them  at  a  set  future  date 


BANK  CREDIT 
BANK  LOANS 


ASSET  SALES 


Creating  $15  billion  in  lines  of  credit 


Arranging  for  $2  billion  in  committed  loans  that  can  be  bor- 
rowed from  banks  in  the  next  year 

Reducing  inventory  positions  and  other  assets,  if  it  needs 
to  raise  cash  in  a  liquidity  crunch 

DATA  SALOMON,  INC.  BW 
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|o  many,  it  seems  like  Drexel 
over  again.  This  time  around,  t 
Wall  Street  firm  caught  with 
hand  in  the  cookie  jar  is  Salomon  Ir 
The  scandal  began  with  the  same  b; 
rage  of  headlines  about  widening  fedei 
investigations,  only  now,  the  focus  is  ? 
lomon's  improper  efforts  to  domina 
U.  S.  Treasury  auctions.  Drexel  Bur 
ham  Lambert  Inc.'s  demise  in  Februar 
1990,  was  triggered  by  its  inability 
tap  the  commercial-paper  market  in  tl 
wake  of  pleading  guilty  to  securiti 
fraud.  Salomon,  too,  finds  itself  virtual 
shut  out  of  that  very  same  market, 
many  investors  refuse  to  buy  its  cor 
mercial  paper. 

But  the  similarities  stop  right  ther 
Survival  is  currently  not  the  issue  ft 
Salomon.  With  $134  billion  in  assets 
and  with  most  of  that  in  high-qualit 
government  and  other  securities — th 
firm  is  in  a  far  stronger  financial  pos 
tion  than  was  Drexel,  whose  assets  coi 
sisted  mainly  of  illiquid  junk  bonds.  "It: 
the  quality  of  our  assets  that  gives  u 
real  liquidity,"  says  Donald  S.  Howan 
Salomon's  chief  financial  officer.  "W 
have  the  most  liquid  balance  sheet  of  a 
U.  S.  financial  institutions." 

Fortunately,  Salomon  had  developed 
financial-crisis-management  plan  for  i1 '  ( 
self  two  years  ago.  And  although  th 
plan's  architects  never  thought  it  wouk 
be  used  to  save  Salomon  from  its  ow: 
transgressions,  the  plan  is  a  critical  ele 
ment  in  Salomon's  efforts  to  stem  th 
damage. 

unknowns.  The  plan  capitalizes  on  th< 
liquidity  of  the  firm's  assets.  True,  nov 
that  Salomon  is  not  issuing  commercia 
paper,  its  financing  options  have  nar 
rowed.  But  it  is  replacing  its  entire 
billion  in  outstanding  commercial  papei 
with  repurchase  agreements — that  is 
selling  securities  for  cash  with  a  promise 
to  buy  them  back  at  a  future  date.  Othei 
backup  funding  sources  are  in  place  as 
well  (table). 

Already,  Moody's  Investors  Service 
Inc.  has  downgraded  the  firm's  senior 
debt  and  its  commercial  paper — thereby 
raising  its  borrowing  costs.  But  for  the : 
next  few  months,  and  possibly  beyond, 
Salomon's  deep  pockets  will  help  insu- 
late it  from  financial  meltdown,  thus 
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ing  time  to  rebuild  credibility  in  the 
•kets. 

alomon,  under  its  new  CEO,  Warren 
Buffett,  is  already  moving  aggres- 
ly  on  all  fronts.  "They're  trying  to 
into  every  underwriting  in  town," 
5  a  senior  government  official.  "If 
i  can  do  60  days  of  that — generating 
)t  of  volume,  pushing  Buffett  out 
it,  and  getting  rid  of  everyone  within 
uting  distance  of  the  violations — 
rbe  they  can  pull  it  off." 
onger  term,  however,  Salomon's  fi- 
cial  fate  depends  on  unknown  factors 
.  lie  outside  the  firm's  balance  sheet, 
unknowns  include  the  size  of  Salo- 
l's  legal  liabilities;  the  extent  of  gov- 
ment  fines  and  penalties,  perhaps 
n  revoking  the  firm's  primary-dealer 
;us;  whether  customer  defections  con- 
le;  and  most  important,  whether 
•e  wrongdoings  come  to  light. 
SIGHTED  VISION.  These  hair-raising 
blems  were  not  what  Salomon's  fi- 
cial  staff  imagined  in  early  1989 
m  they  began  drafting  the  emergen- 
plan.  It  was  intended  to  provide  a 
kstop  in  a  crisis — from  a  brokerage- 
istry  problem,  such  as  Drexel's  bank- 
tcy,  to  a  systemic  breakdown,  such 
the  1987  stock  market  crash.  "The 
s  kind  of  problem  we  ever  expected  to 
3t  was  a  Salomon-specific  problem," 
s  Howard,  a  63-year-old  Harvard 
liness  school  alumnus  who  joined  Sal- 
on in  1988,  after  retiring  as  chief  fi- 
lcial  officer  at  Citicorp  the  same  year, 
'he  firm  has  long  since  diversified  its 
irces  of  funding  away  from  the  short- 
on  commercial-paper  market.  In  1989, 
omon  began  spreading  its  borrowings 
;r  a  much  wider  range  of  instruments, 
•rencies,  and  lending  institutions.  It 
uced  its  dependence  on  short-term 
rowing.  From  December,  1989,  to 
le  30,  1991,  Salomon's  long-term  debt 
e  from  $2.9  billion  to  $7.2  billion, 
hey  have  worked  very  hard  for  a 
ruber  of  years  on  improving  their  al- 
native  liquidity  systems,"  says  John 
iz,  an  analyst  at  Moody's. 
The  contingency  plan  was  put  into  ac- 
n  on  Aug.  21.  Salomon  was  faced  with 
nmercial-paper  holders  who  decided 
t  to  roll  over  the  debt.  "I  felt  it  was 
portant  to  protect  the  integrity  of  the 
ite's  funds,"  says  California  State 
easurer  Kathleen  Brown,  who  did  not 
lew  $230  million  in  maturing  Salomon 
nmercial  paper. 

Salomon  will  be  able  to  replace  its 
mmercial  paper  with  repurchase 
reements,  because  it  has  $9  billion  in 
easury  and  other  securities  available 

this  purpose.  "If  our  commercial  pa- 
r  went  away  entirely,  the  liquidity  of 
b  firm  would  not  be  in  danger,"  says 
hn  G.  MacFarlane,  Salomon's  treasur- 

The  37-year-old  graduate  of  the  Uni- 
rsity  of  Virginia  business  school  start- 


THE  LAWYER  WHO'LL  RIDE  HERD 
ON  SALOMON'S  COWBOYS 


E 


I  ven  before  Warren  E.  Buffett  an- 
nounced he  was  booting  out  the 
Igeneral  counsel  at  Salomon 
Brothers  Inc.,  Robert  E.  Denham  had 
"some  inkling"  that  he  might  be  get- 
ting a  job  offer.  After  all,  the  46-year- 
old  California  lawyer  has  been  at  Buf- 
fett's  elbow  for  the  past  17  years. 
Denham  had  helped  Buffett's  Berk- 
shire Hathaway  Inc.  buy  Scott  Fetzer 
and  had  engineered  its  investments  in 
American  Express,  Champion  Interna- 
tional, and  even  the  $700  million  stake 
it  purchased  in  Salomon  in  1987. 

Now,  Denham  faces  a  far  differ- 
ent— and  clearly  more  complex — task. 
And  he  will  be  operating  not  in  the 
cozy  obscurity  of  his  Los  Angeles  law 
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GENERAL  COUNSEL  DENHAM:  "THERE'S  ONLY  ONE 
RIGHT  THING  TO  DO:  COME  FORWARD  AND  COOPERATE 


firm,  Munger,  Tolles  &  Olson,  but  in 
the  harsh  spotlight  of  Wall  Street.  As 
Salomon's  top  legal  gun,  Denham  must 
respond  to  the  avalanche  of  govern- 
ment probes  and  private  damage  suits 
stemming  from  Salomon's  admittedly 
illegal  bids  at  Treasury  auctions. 
tight  grip.  Far  tougher,  Denham  will 
be  helping  Buffett  rein  in  Salomon's 
cowboy  culture  and  revive  confidence 
in  its  integrity.  Denham's  goal:  "Make 
sure  Salomon  operates  according  to  the 
highest  of  ethical  principles." 

The  possible  failure  to  follow  the 
highest  ethical  principles  may  have 
been  the  undoing  of  Denham's  prede- 
cessor, Donald  M.  Feuerstein,  whom 
Buffett  asked  to  resign.  Feuerstein 
was  told  of  trading  irregularities  in 
April  and  persistently  advised  senior 
management  to  report  them  to  the 


feds.  Salomon  refuses  to  say  why  he 
was  nixed.  But  according  to  Geoffrey 
C.  Hazard,  a  professor  at  Yale  Law 
School,  the  general  counsel  has  "an 
ethical  and  legal  duty"  to  report  seri- 
ous wrongdoing  to  the  board  of  direc- 
tors if  management  fails  to  act — and 
Buffett  is  on  the  board.  Other  experts 
maintain,  however,  that  no  such  duty 
arises  unless  there's  clear  evidence  of 
continuing  wrongdoing  and  a  coverup, 
far  from  certain  in  this  case.  Feuer- 
stein declined  comment. 

Denham  admits  he  doesn't  know  a 
lot  about  Salomon.  But  he's  sure  it  will 
not  become  another  Drexel  Burnham 
Lambert  Inc.,  the  brokerage  that 
fought  the  government — until  it  was 
forced  to  plead  guilty  to 
six  crimes  and  pay  $650 
million.  "There's  only 
one  right  thing  to  do: 
come  forward  and  coop- 
erate," he  says. 

Denham's  first  priori- 
ty is  to  get  up  to  speed 
on  the  legal  issues,  and 
he's  cramming  like  mad. 
A  Harvard  law  school 
grad  who  won  a  prize  as 
the  top  student  in  his 
first-year  class,  Denham 
has  more  than  a  few 
things  going  for  him.  He 
knows  corporate  and  se- 
curities law.  And  he  has 
picked  up  some  trading 
insights  while  serving  as 
longtime  counsel  to  the 
Pacific  Stock  Exchange. 
His  strongest  card:  the 
total  trust  of  Buffett, 


whom  he  won  over  in  the  mid-1970s 
while  still  a  "fairly  junior"  attorney  at 
his  law  firm. 

Coming  from  outside  the  Wall  Street 
Establishment  could  even  be  a  plus.  As 
Stanford  University  Law  Professor  Jo- 
seph A.  Grundfest,  a  former  commis- 
sioner of  the  Securities  &  Exchange 
Commission,  observes:  "New  Yorkers 
got  us  into  this  mess." 

The  father  of  two  children,  15  and 
20,  Denham  has  moved  to  New  York 
from  Pasadena,  Calif.,  leaving  his  wife, 
Carolyn,  an  academic  administrator, 
temporarily  behind.  And  while  he  likes 
books — Denham  just  finished  Robert 
Reich's  The  Work  of  Nations — he's 
prepared  to  forgo  pleasure  reading  be- 
cause of  the  job  demands.  With  Salo- 
mon's woes,  that  could  be  a  long  time. 

By  Michele  Galen  in  New  York 
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ed  on  Salomon's  trading  floor  back  in 
1979  and  still  spends  half  his  day  there 
monitoring  the  firm's  funding. 

Bank  credit  lines  totaling  $15  billion 
make  up  Salomon's  next  line  of  defense. 
Since  the  firm  pays  no  commitment  fee, 
the  banks  could  conceivably  cancel  their 
credit  lines.  In  that  case,  Salomon  has 
yet  another  backup:  It  has  paid  a  fee  for 
the  right  to  draw  on  a  $2  billion  credit 
line  from  a  syndicate  of  46  banks,  led  by 
Bank  of  America  and  Citicorp.  The  loan 
is  available  for  one  year. 

But  suppose  Salomon  is  shut  out  of 
the  repurchase  agreement  market,  un- 
committed banks  don't  lend,  and  the  $2 


billion  in  bank  loans  is  inadequate.  Then, 
selling  assets  becomes  the  last  line  of 
defense.  Since  the  majority  of  Salomon's 
assets  are  U.  S.  Treasuries,  agency  secu- 
rities, and  investment-grade  corporate 
debt,  'it's  not  like  a  nuclear  power  plant 
that  takes  a  long  time  to  sell,"  says  ana- 
lyst Philip  M.  Zahn  of  Duff  &  Phelps. 
"Salomon  could  sell  897'  of  its  asset  base 
within  a  month  at  market  prices." 
wiggle  room.  Salomon,  however,  wants 
to  avoid  being  forced  to  dump  assets  en 
masse  to  raise  cash.  And  it  has  started 
to  reduce  assets  gradually  as  opportuni- 
ties arise.  Indeed,  during  the  Drexel  cri- 
sis, which  affected  many  brokerage 


firms'  financing  ability,  Salomon  shr»i 
its  assets  by  $11  billion — from  Dec«i 
ber,  1989,  to  March,  1990.  "We  contirl 
to  do  business  and  take  positions,  n 
given  the  environment,  we  feel  it  is  pi 
dent  to  run  a  smaller  balance  shea 
says  Salomon's  MacFarlane. 

Ultimately,  all  MacFarlane  and  H<li 
ard  can  do  is  give  Salomon  flexibim 
But  if  the  investigations  uncover  m& 
pervasive  wrongdoing  this  time  aroufi 
the  firm,  though  remarkably  liquid  noi 
will  find  it  difficult  to  deal  with  the! 
nancial  shock. 

By  Leah  Nathans  Spiro  in  New  YoU 
with  Mike  McNamee  in  Washington 


'I'D  BE  HAPPY  TO  HAVE  MY  NAME  REMOVED  FROM  THE  DOOR' 


William  R.  Salomon  was  the 
last  member  of  his  family  to 
run  Salomon  Brothers  Inc., 
stepping  down  in  1978.  Billy  Salomon, 
now  77,  remains  honorary  chairman  of 
the  firm  co-founded  by  his  father  in 
1910,  but  he  no  longer  finds  honor  in 
the  connection.  "I  feel  quite  sad  and 
somewhat  embarrassed  over  the  cur- 
rent scandal,"  Salomon 
says.  "I'd  be  very  happy  to 
have  my  name  removed 
from  the  door." 

Salomon  hasn't  asked 
Warren  E.  Buffett,  the 
firm's  new  chief  executive 
officer,  for  a  name  change. 
Nor  is  he  likely  to.  Despite 
his  mortification,  it's  evident 
that  Salomon  still  identifies 
with  the  firm.  Although  he 
has  no  inside  knowledge, 
Salomon  believes  that  the 
wrongdoing  involved  only  a 
few  employees  and  fervent- 
ly hopes  that  the  punish- 
ment already  meted  out  to 
Salomon  Brothers — loss  of 
face,  loss  of  customers — 
will  prove  sufficient. 
bitter  end.  Salomon's  sym- 
pathies do  not  extend  to  his 
handpicked  successor,  John 
H.  Gutfreund,  and  to  the 
three  other  senior  officers 
who  have  been  forced  to  re- 
sign. "They  are  exceedingly 
bright,  able  people,  which 
makes  their  behavior  all 
the  more  incomprehensible,"  he  says. 

Salomon  and  Gutfreund  fell  out  bit- 
terly in  1981  over  the  sale  of  Salomon 
Brothers  to  Phibro  Corp.  Anticipating 
Salomon's  opposition,  Gutfreund  closed 
the  deal  behind  his  back.  Gutfreund's 
interest  in  the  firm  was  cashed  out  at 


$32  million — three  times  what  Salomon 
received.  Although  Salomon  kept  an  of- 
fice at  the  firm,  he  had  little  involve- 
ment in  its  affairs.  Basically,  he  was 
ignored  by  his  successors — the  typical 
fate  of  Wall  Street's  grand  old  men 
during  the  headlong  expansionism  of 
the  1980s.  When  Salomon  Brothers  re- 
located in  1990,  Billy  moved  out. 


HONORARY  CHAIRMAN  BILLY  SALOMON,  77,  BLAMES  THE  FIRM'S 
TROUBLES  ON  BREAKS  WITH  TRADITION  ENGINEERED  BY  GUTFREUND 


Although  Salomon  clearly  disdains 
the  high-profile  socializing  and  lavish 
spending  that  seemed  to  preoccupy 
Gutfreund  for  much  of  the  1980s,  he 
won't  directly  criticize  his  successor. 
Salomon  does  suggest,  however,  that 
the  bond-bidding  scandal  is  rooted  in 


two  radical  departures — both  eng 
neered  by  Gutfreund — from  the  firm' 
traditions. 

The  first  was  Salomon  Brothers'  cor 
version  from  a  private  partnership  to 
public  company  through  the  Phibr 
deal.  "As  a  general  partnership,  w 
had  a  marvelous  esprit  de  corps,"  Sa 
omon  says.  "Everyone  had  virtually  a 
their  money  in  the  sam 
pot  and  continually  at  risl 
to  support  the  activities  o 
the  firm.  But  after  it  wen 
public,  people  suddenly 
got  access  to  all  th( 
wealth  they  had  accumu 
lated  over  many  years 
Individuals  lost  their  bal- 
ance, and  the  firm  lost  its 
cohesion." 

The  second  dubious 
milestone  came  in  1990. 
with  the  adoption  of  a  new 
compensation  system— 
seemingly  patterned  after 
that  of  the  infamous  house 
of  Drexel  Burnham  Lam- 
bert Inc.  To  foster  commu- 
nal spirit,  Salomon  Broth- 
ers had  been  unusual  on 
the  Street  in  refusing  to 
pay  commissions  even  to 
its  brokers.  Now,  however, 
the  firm's  department 
heads  get  a  percentage  of 
the  profits  of  their  depart- 
ments. "If  you  happen  to 
work  in  the  hot  area  for 
the  year,  you  make  zil- 
lions, and  not  much  benefit  accrues  to 
the  organization  as  a  whole,"  says  Sal- 
omon, his  dander  rising.  "It's  absurd!" 

Salomon  falls  briefly  silent.  "No,  it's 
not  absurd,"  he  says  quietly.  "But  it 
certainly  is  dangerous,  isn't  it?" 

By  Anthony  Bianco  in  New  York 
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How  nuclear  energy  benefits 
a  typical  family  ol  (our 


Every  year,  the  osprevs  return  to  their 
wildlife  preserve  around  the  nuclear  elec- 
tric plant  near  Waterford,  Connecticut, 
where  nesting  platforms  have  been  built 
for  them  by  the  local  utility. 

It's  one  more  example  of  how  peace- 
fully nuclear  energy  coexists  with  the 


environment.  Because  America's  111 
operating  nuclear  plants  don't  burn 
anything  to  generate  electricity  they 
don't  pollute  the  air.  They  don't  produce 
any  greenhouse  gases,  either. 

To  help  satisfy  the  nation's  growing 
need  for  electricity  without  sacrificing 


the  quality  of  our  environment,  we  need 
more  nuclear  plants.  For  your  family, 
and  others  as  well. 

If  you'd  like  more  information,  write 
to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  OS26, 
Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 

©1991 USCEA 
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MARKETS  I 


TAIK  ABOUT  A  GLITCH 
IN  THE  SYSTEM 


Traders  are  beating  Wall  Street — with  its  own  computer  network 


E: 


very  investor  dreams  of  heating 
the  market.  And  a  band  of  nimble 
traders  has  figured  out  how  to  do 
just  that,  extracting  as  much  as  $30  mil- 
lion a  year  in  profits — quite  legally — 
from  the  hides  of  Wall  Street  dealers 
that  make  markets  in  over-the-counter 
stocks.  These  traders  are  doing  it  by 
ingenious  use  of  NASDAQ's  computerized 
order-taking  system  designed  to  aid  un- 
sophisticated small  investors.  The  mar- 
ket makers,  hoist  with  their  own  elec- 
tronic petard,  are  outraged. 


that  the  market  never  again  snubbed  the 
little  people. 

What  the  NASD  didn't  foresee  was  how 
dealers  could  be  zapped  by  savvy  types 
who  weren't  the  little  people — full-time 
traders,  whom  the  dealers  deride  as 
"SOES  bandits."  These  traders  monitor 
the  news  wires  for  company  develop- 
ments and  use  the  computer  system  for 
lightning-fast  trades  that  exploit  brief 
price  discrepancies  among  different  deal- 
ers. Since  the  dealers  must  juggle  doz- 
ens of  stocks,  some  of  them  can  be  too 


mostly  in  volatile  computer  or 
stocks — the  best  traders  can 


biotfi 
ma> 

t| 


HOW  SMALL-ORDER  SHARKS  ATTACK 


Wily  trader  spots  news  of 
company's  higher-than-expected 
earnings.  Tells  broker  to  buy 
batch  of  its  stock  via  over-the- 
counter  computer  network 


Computer  locates  the  one 
distracted  market  maker  that 


Market  maker  is  horrified  to 
discover  on  his  screen  that  the 


hasn't  yet  upped  the  price  on  the     canny  trader  has  gobbled  up  the 
good-news  stock  and  executes        stock  at  the  old,  low  price 
automatic  buy  order  DATA:  B» 


After  the  1987  market  crash,  the  com- 
puter network,  called  the  small-order  ex- 
ecution system  (SOES),  was  upgraded  to 
bring  disaffected  small  investors  back  to 
otc  stocks.  Market  makers  serve  as 
clearinghouses  for  transactions  in  OTC 
stocks,  which  aren't  listed  on  organized 
exchanges.  Some  of  these  dealers  drew 
fire  for  ducking  phone  c  !!s  to  sell  dur- 
ing the  1987  crash.  So  the  •  itional  Asso- 
ciation of  Securities  Dealei  began  re- 
quiring that  dealers  use  -oes  to 
automatically  execute  any  small  order— 
1,000  shares  or  less — at  the  dealer' 
quoted  price.  SOES,  as  the  small-invest 
component  of  the  NASD  Automated  Qui 
tation  computer  network,  would  ensure 


slow  at  repricing  a  particular  issue  when 
there  is  news  about  it.  That's  the  time 
the  traders  pounce  (chart). 

Harvey  Houtkin,  a  former  arbitrageur 
and  futures  trader,  camps  out  at  the 
offices  of  Philip  A.  Dina  Securities,  a 
small  brokerage  in  Suffern,  N.  Y.,  check- 
ing the  news,  market  trends,  and  price 
quotes.  When  Houtkin  spots  a  price 
that's  momentarily  out  of  line,  his  bro- 
ker punches  in  a  SOES  order.  Even  at  the 
system's  1,000-share  limit,  every  quar- 
ter-point  difference  brings  Houtkin  a 
quick  $250  profit,  before  the  broker's 
commission. 

Pocket  change?  Hardly.  By  striking  as 
many  as  50  quick-hit  trades  a  day — 


$500,000  a  year  or  more.  Consider 
morning  of  Aug.  16,  when  Hewlett-Pa^ 
ard  Co.  surprised  Wall  Street  with  lo 
er-than-expected  earnings.  Within  m 
utes  of  that  bombshell,  sell  orders  1 
small  Adobe  Systems  Inc.,  a  key  HP  st 
plier,  came  flooding  in  from  investc 
working  through  six  firms,  includi 
Dina,  Seaside  Securities  Inc.  in  Asp< 
Colo.,  and  All-Tech  Investment  Gro 
Inc.  in  Suffern. 

Before  some  of  Adobe's  market  m: 
ers  could  react,  Houtkin  and  other  tr; 
ers  sold  them  13,000  shares  at  $57 
each.  The  stock  had  slumped  to  $55 
hour  and  a  half  later.  By  then,  Pipe 
Jaffray  &  Hopwood  Inc.  and  two  othj 
Adobe  market  makers  had  lost  mo 
than  $30,000.  "SOES  wasn't  meant  to  1 
abused  by  traders  machine-gunning  tl| 
market,"  says  Antonio  J.  Cecin,  Piper 
director  of  equity  trading. 
tighter  rein.  The  market-making  cor 
munity,  led  by  Merrill  Lynch  &  C 
and  Salomon  Brothers  Inc.,  po 
sesses  the  clout  to  fix  that.  Th 
fall,  the  Securities  &  Exchan£ 
Commission  will  likely  O.  K.  NAS 
proposals  to  bar  any  investor  froi 
entering  five  or  more  SOES  tradt 
daily  and  give  dealers  15  seconc 
between  orders  to  update  quotes. 

The  traders  contend  that  they  ar 
only  using  publicly  available  data- 
and  that  the  dealers  are  really  th 
rascals.  They  say  some  dealers  cn 
ate  artificially  high  market  quote 
and  don't  honor  verbal  orders  a 
nasd  regulations  require.  Dealer 
deny  that  such  problems  exist.  Wit 
the  SOES  system,  "market  maker 
don't  like  the  fact  that,  for  the  firs 
time,  they  can  no  longer  weasel  ou 
of  a  trade,"  says  Mark  D.  Shefte 
All-Tech's  president  and  SOES  trade 
Houtkin's  brother-in-law. 

The  proposed  rule  change  ma; 
squelch  the  SOES  sharpies,  yet  i 
raises  a  larger  question.  NASD  pre 
motes  its  computerized  dealer  system  ai 
the  marketplace  of  the  future.  But  crit 
ics  warn  that  the  dealers'  response  t< 
the  SOES  woes  shows  how  entrenche< 
interests  can  undermine  attempts  t( 
make  the  market  more  efficient  if  theii 
wallets  are  at  risk.  "It  troubles  me  tha 
the  very  organization  that  says,  'We're 
all  computers,'  wants  to  throw  sand  w 
the  gears  when  the  computers  start  tc 
pinch  a  little,"  says  former  SEC  Commis 
sioner  Charles  C.  Cox.  Well,  it  shouldn't 
come  as  a  surprise.  After  all,  SOES  pros 
are  teaching  Wall  Street  that  electron- 
ic trading  can  sometimes  be  a  jolting 
experience. 

By  Dean  Foust  in  Washington 
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BY  GENE  G  MARCIAL 


THIS  STOCK  COULD 
MAKE  YOU  FEEL 
PRETTY  SLICK 


I  eutrogena,  the  maker  of  premi- 
um-priced soap,  skin-care,  and 
I  hair-care  products,  may  be  go- 
ing through  a  major  facelift  after  18 
months  of  slumping  sales  and  earn- 
ings. Strong  second-  and  third-quarter 
results  that  seem  to  validate  forecasts 
of  a  turnaround  have  driven  up  Neu- 
trogena's  stock  50%,  to  22 Vi  a  share  in 
just  two  months.  But  the  earnings  up- 
turn may  not  be  the  only  reason  behind 
the  stock's  perky  performance. 

Several  smart-money  players  who 
bought  shares  in  recent  weeks  believe 
there's  a  more  important  factor:  snow- 
balling speculation  that  Neutrogena 
Chairman  Lloyd  Cotsen,  whose  family 
controls  some  44??  of  the  stock,  may  be 
preparing  to  cut  a  deal  to  sell  a  big 
stake  to  a  group  associated  with  a 
large  European  conglomerate. 
welcome  return.  For  some  time  now, 
rumors  have  swirled  about  Cotsen's 
supposedly  secret  desire  to  sell  the 
company.  And  the  recent  marked  im- 
provement in  sales  and  profit  margins, 
along  with  the  appointment  in  July  of 
an  old  Neutrogena  pro,  Allan  Kurtz- 
man,  as  president  and  chief  operating 
officer,  may  encourage  a  deal. 

"Neutrogena  is  a  recommended  turn- 
around/takeover story,"  says  Andrew 
Shore,  an  analyst  at  Prudential  Securi- 
ties, who  turned  bullish  on  Neutrogena 
in  June,  when  the  stock  was  trading  at 
14.  He  sensed  then  that  an  earnings 
turnaround  was  in  the  making.  On 
Aug.  23,  Shore  upgraded  his  1992  earn- 
ings estimate  to  95<t  a  share  from  90<f, 
vs.  an  estimated  80$  for  1991.  Neutro- 
gena earned  71$  in  1990  and  $1  in  1989. 

Shore  is  convinced  that  Cotsen,  who 
turns  64  in  1993,  will  have  sold  the 
company  or  at  least  his  controlling 
stake  by  that  year,  if  not  sooner.  He 
thinks  that  one  of  Cotsen's  interim  op- 
tions may  be  to  do  a  joint  venture  with 
a  large  global  company  in  order  to 
broaden  Neutrogena's  international  ex- 
posure. Shore  doesn't  think  that  such  a 
joint  venture  will  hamper  the  sale  of 
the  company.  Neutrogena,  whose  for- 
eign revenues  account  for  15%  of  total 
sales,  has  subsidiaries  in  Britain, 
France,  Japan,  and  Germany. 

Kurtzman's  return  to  Neutrogena  is 
a  welcome  move,  says  analyst  Diana 
Temple  of  Salomon  Brothers,  because 


NEUTROGENA 
IS  PERKING  UP 


AUG  27 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


he  was  president  of  Neutrogena's  con- 
sumer division  during  Neutrogena's 
glory  years  from  1981  to  1987.  She 
thinks  Kurtzman,  64,  will  definitely 
help  Neutrogena  relive  its  past.  When 
Kurtzman  left  Neutrogena  in  1987,  he 
rejoined  Revlon  Group  as  president  of 
its  then  recently  acquired  Max  Factor, 
whose  products  became  a  hit  in  Europe 
and  Japan.  Max  Factor's  success  at- 
tracted Procter  &  Gamble,  which  even- 
tually acquired  the  company  in  April. 
Will  Kurtzman  do  the  same  for  Neu- 
trogena? Prudential's  Shore  and  some 
big  investors  think  so. 


NOW  THAT'S 
A  PIGGY  BANK 


It  isn't  your  typical  growth  or  turn- 
around stock,  and  it  has  never  been 
a  superstar.  Yet  some  big  players 
have  recently  been  buying  shares  of 
BHC  Communications,  now  at  54.  Inves- 
tor Mario  Gabelli,  for  one,  has  accumu- 
lated a  19%  stake  in  BHC,  a  broadcast- 
ing company  that  owns  two  TV  stations 
and  a  51.6%  stake  in  United  Television. 

With  assets  worth  $78  a  share,  ac- 
cording to  Gabelli  &  Co.  analyst  Nancy 
Enslein,  and  a  cash  hoard  of  $1.6  bil- 
lion, or  $53  a  share,  the  stock  looks 
undervalued.  As  Warner  Brothers' 
largest  shareholder,  BHC  received  some 
$1.5  billion  in  cash  and  securities  when 
Warner  merged  with  Time  in  1989. 

"But  that's  not  the  reason  why  some 
big  players  have  been  buying  this 
stock,"  says  veteran  media  analyst  Da- 
vid Londoner  of  Wertheim  Schroder. 
The  disparity  between  the  stock  price 
and  the  company's  assets  is  inviting, 
but  the  real  attraction  is  BHC's  "poten- 


tial to  use  the  $1.6  billion  in  liquid  a; 
sets  in  a  transaction  that  would  pr< 
vide  a  changed  image  and  outlook  fc 
BHC,"  says  Londoner.  "It's  really 
play  on  Herb  Siegel." 

As  chairman  of  Chris-Craft  Indu 
tries,  which  owns  95%  of  BHC's  votin 
stock  through  its  18  million  Class 
common,  Siegel  has  had  some  bi 
scores  in  the  past.  He  invested  in  Par; 
mount  Pictures  before  Gulf  &  Wester: 
gobbled  it  up.  And  he  bought  int 
Twentieth  Century-Fox  in  the  1970s  be 
fore  Marvin  Davis  acquired  it.  Siegel' 
big  stake  in  Warner  paid  off  hanc 
somely,  and  BHC  now  owns  Tim 
Warner  preferred  C  and  D  shares  va 
ued  at  $730  million. 

With  BHC  debt-free  and  awash  i: 
cash,  Siegel  can  do  wonders.  The  bet 
ting  is  that  Siegel  will  "acquire  BHC  o 
merge  it  with  Chris-Craft  to  boos 
Chris-Craft's  own  asset  value,"  say; 
Gabelli's  Enslein.  Siegel  would  rake 
in — and  so  would  BHC  shareholders. 


A  SECRET  WEAPON 
CALLED  NINTENDO 


■  t  sounds  like  a  chemical  formula 
I  but  THQ  is  a  tiny  toy  company  thai 
Bjack  Friedman,  formerly  chairman 
of  UN  Toys,  formed  in  May,  1990.  Ex- 
cept for  some  big  investors  who  knew 
Friedman's  background,  no  one  paic 
much  attention  to  the  California  com 
pany  with  the  high-tech-sounding 
name.  But  thq's  stock  has  jumped 
from  3V2  a  share  to  5  3/32  in  just  three 
weeks.  What's  the  scoop? 

Nintendo,  that's  what.  THQ  is 
censed  to  sell  video-game  cartridges 
for  Nintendo  in  the  U.  S.  and  Canada 
And  it  recently  signed  a  licensing  pact 
to  develop  and  sell  products  for  the 
Nintendo  Entertainment  System  in 
Australia,  Europe,  and  some  cities  in 
Asia.  THQ's  focus  is  developing  games 
for  the  three  Nintendo  video-game  for- 
mats: Nintendo  Entertainment  System, 
which  is  in  about  30  million  households; 
Game  Boy,  a  hand-held  game  that  has 
sold  5.7  million  units  in  the  U.  S.;  and 
Super  NES,  a  big  hit  in  Japan  that  is 
currently  being  introduced  in  the  U.  S. 

"Based  on  conservative  estimates, 
we  see  sales  of  $40  million  this  year 
and  $80  million  in  1992,"  says  one  New 
York  money  manager,  who  figures 
THQ  will  earn  55$  a  share  this  year  and 
75$  in  1992.  The  stock,  he  says,  could 
double  in  the  next  12  months.  The  kick- 
er, he  adds,  is  that  when  it  hits  $100 
million  in  sales,  "the  likes  of  Mattel 
will  want  to  acquire  it." 


84  BUSINESS  WEEK/SEPTEMBER  9,  1991 


FINAT 


AND  POCKET 


A  FREE  COLOR  TV. 


At  only  5.3  inches  long  and  under  10.4  ounces*,  the 
Fujitsu  POCKET  COMMANDER  is  giving  America 
something  to  talk  about.  And  a  whole  new  way 
to  keep  in  touch,  on  the  job  and  on  the  go. 
With  its  battery  charger  and  standard  battery 
with  80  minutes  of  talk-time,  the  POCKET 
COMMANDER  is  changing  America's 
phoning  habits. 


FREE  ACCESSORIES 


Get  the  POCKET  COMMANDER 
now,  and  you'll  get  a  second 
standard  battery,  a  car 
cigarette  lighter  adapter 
and  a  leather  carrying 
case  absolutely  free. 


FREE  POCKET  TV 


Act  fast,  and  you'll  also  get  a  free 
pocket  color  TV!  Supplies  are  limited 
so  call  today. 
Ask  for  the  POCKET  COMMANDER, 
the  latest  communication 
solution  from  Fujitsu. 

1-800-955-9926 


FUJITSU 


The  global  computer  and  communications  company. 


With  optional  slim  battery.  THE  COMMANDER®  is  a  registered  trademark  and  POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  America,  I 
Promotion  expires  September  30,  1991 .  Pocket  TV  and  accessory  kit  available  while  supplies  last. 


INFORM  AT  ION 
HIGHWAYS 


A  trailblazing  international  forum  for  leaders  of  business,  government,  and  research 
who  have  a  stake  in  the  boundless  potential  of  interactive  communications. 


ft 


Today,  the  vision  of  a  fiber-optic 
network  carrying  powerful  communi- 
cations and  information  technologies 
to  every  office  and  home  is  fast 
becoming  a  new  reality. 

Business  Week  invites  you  to  join 
the  world's  communications  elite  to 
deliberate  the  promises  and  chal- 
lenges of  this  technological  leap. 


Guest  speakers  will  include: 

■  Hon.  Albert  Gore  Jr.,  U.S.  Senator 
and  legislative  pioneer  in 
telecommunications 

■  Dr.  Robert  Kahn,  Chairman 

and  CEO,  Corporation  for  National 
Research  Initiatives 

■  Robert  Pittman,  President  and 
CEO,  Time-Warner  Enterprises 

■  Alfred  Sikes,  Chairman,  U.S.  Federal 
Communications  Commission 


Presented  with  the  support  of: 

AMERITECH 

NCR  CORPORATION 

NIPPON  TELEGRAPH  AND 
TELEPHONE  CORPORATION 

NORTHERN  TELECOM,  INC. 

NYNEX  CORPORATION 


Register  now  by  calling:  Business  Week  Executive  Programs 
(800)  445-9786  or  (212)  512-4930;  Fax:  (212)  512-6909 
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ILKED  DRY 

N  THE  DAIRY  FARM 


v  prices  and  big  operators  are  squeezing  out  the  little  guys 


► airy  farming  near  Turin,  N.  Y., 
has  never  been  all  milk  and  hon- 
ey. But  these  days,  it's  especially 

1  With  milk  prices  at  a  12-year  low, 

2  farmers  have  auctioned  off  cows 
equipment.  In  June,  at  least  one 

mitted  suicide  because  of  money 
5.  Others,  such  as  Joe  and  Kay 
,ky,  who  milk  115  cows  on  218  acres, 
barely  making  it.  "This  is  the  worst 
been  in  the  37  years  we've 
l  farming,"  says  Kay. 
cross  the  country,  the  story 
he  same.  The  Agriculture 
t.  predicts  dairy  revenues 
fall  this  year  by  14%,  to 
it  $17.5  billion — accounting 
most  of  a  projected  5%  drop 
Dtal  farm  income,  to  $55  bil- 
.  To  avoid  accelerating  a 
iceout  that  has  culled  U.  S. 
y  operators  by  38%  over  the 
t  decade,  to  196,800,  some 
,es  are  propping  up  milk 
es,  and  Congress  is  mulling 
r  other  relief  measures. 
3  pits  small  traditional  dair- 
against  megafarms,  many 
;hem  in  Florida  and  Califor- 
that  favor  letting  the  weak 
under.  "It  sounds  cruel,  but 
t's  what  economics  is  all 
>ut,"  says  John  Zonneveld 
who  has  a  10,000-head  oper- 
m  in  Laton,  Calif. 


slaughter  cattle,  as  a  prelude  to  cutting 
the  huge  federal  subsidies  that  had  led 
to  milk  and  cheese  surpluses.  As  herds 
and  milk  supplies  shrank,  prices  paid  to 
farmers  rose.  The  1988  drought  and  a 
jump  in  skim-milk  exports  in  1989  accel- 
erated the  trend.  Retail  prices  leapt  15% 
in  two  years,  to  an  average  of  $1.39  per 
half-gallon  in  December,  1990.  As  prices 
rose,  farmers  produced  more. 


above  the  federal  support  price — gener- 
ally $1.39  extra  per  100  lb.  Some  angry 
urban  legislators  complain  that  the  guar- 
antees will  clobber  the  poor  by  adding  8<t 
a  gallon  to  retail  milk  prices.  But  back- 
ers such  as  Massachusetts  state  Repre- 
sentative Jonathan  L.  HeaLy  argue  that 
letting  local  dairies  die  would  force  New 
England  to  import  milk  from  other 
states  and  "pay  through  the  nose  for 
lower-quality  milk  in  a  few  years." 
creme  de  la  cream.  Congress,  mean- 
while, is  considering  setting  production 
targets  based  on  each  farmer's  past  per- 
formance. Farmers  would  get  a  higher 
support  price  for  milk  within  the  quota 
and  less  for  anything  above  the  target. 
President  Bush,  however,  is  likely  to 
veto  this  scheme,  arguing  that  it  might 
be  costly  and  raise  consumer  prices. 

At  the  least,  production  targets  might 
hold  down  growth  of  the  biggest,  most 


dm  or  bust.  Troubles  down  at  the 
ry  are  also  raising  allegations  of  prof- 
;ring.  A  General  Accounting  Office 
dy  shows  that  consumers  have  bene- 
;d  little  from  a  recent  drop  in  whole- 
e  milk  prices  because  retail  prices 
re  stayed  high.  "While  farmers  are 
ing  thousands  of  dollars,  the  retailers 
i  others  are  turning  a  nice  profit," 
itends  Senate  Agriculture  Committee 
airman  Patrick  J.  Leahy  (D-Vt).  E. 
iwood  Tipton,  president  of  the  Inter- 
cional  Dairy  Foods  Assn.,  counters 
it  because  of  higher  labor  costs,  retail- 
and  processors'  profits  from  milk 
en't  rising. 

Whatever  the  case,  it's  clear  that  the 
35  Farm  Act  has  failed  to  smooth  out 
?  dairy  industry's  boom-and-bust  cy- 
?s.   Washington   paid   farmers  to 


Then  late  last  year,  milk  surpluses 
started  driving  down  wholesale  prices. 
The  Agriculture  Dept.  predicts  that  the 
average  price  farmers  get  in  1991  will 
slump  to  $11.40  per  100  pounds,  far  be- 
low the  $13  that  dairies  need  on  average 
to  break  even.  But  federal  price  sup- 
ports won't  bail  farmers  out  as  they 
used  to:  Washington  now  guarantees 
just  $10.10  per  100  lb.  So  many  farmers 
face  a  grim  dilemma:  With  land  prices 
low,  selling  out  doesn't  fetch  much.  But 
shifting  to  other  types  of  farming  is 
tough,  because  most  dairy  farms  are 
small  and  their  equipment  can't  be  put 
to  alternative  uses. 

To  help  cushion  farms  against  failure, 
New  York  and  most  New  England 
states  adopted  programs  this  spring  that 
guarantee  dairy  farmers  payments 


efficient  farms.  California's  2,400  dairies 
produce  nearly  as  much  milk  as  Wiscon- 
sin's 30,000,  in  part  because  California 
farmers  were  quick  to  adopt  computer- 
ization and  new  breeding  techniques. 
The  warm  climate  and  variety  of  local 
feed  also  help.  California  farmers  pro- 
duce 18,420  lb.  a  year  per  cow,  27% 
above  the  national  average.  Zonneveld 
says  he  produces  milk  at  $9.50  per  100 
lb.,  27%  less  than  the  U.  S.  average. 

Small  farmers  still  have  enough  clout 
to  win  legislative  aid.  But  given  the  edge 
big  operators  have  in  the  marketplace, 
that  could  only  postpone  the  inevitable: 
One  day,  the  nation's  Zeoskys  may  be  as 
rare  as  a  milkman  in  Manhattan. 

By  Peter  Hong  in  Washington,  with 
Maria  Shao  in  San  Francisco  and  Keith  H. 
Hammoyids  in  Boston 
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n  a  sport  where  an  extra  few  ounces  can  mean  the 
difference  between  first  and  last  place,  new  tech- 
nology and  lightweight  materials  from  Amoco 
I  Mjm^%^%^%  Chemical  are  helping  cyclists 


HOW  AMOCO  „= 
IS  HELPING  CYCLISTS 


gain  the  edge  Athletic  clothing, 
'4%lW      for  example,  is 
0#  manufacture 


m^m  mm  m  Jg  m  mw  A  J\  in  light  and  stretchable  polyester 
m\Jlmmm  A\^mCAAt^K  made  from  purified  terephthalic 

acid  (P1A).  Amoco  Chemical  is  the  world's  largest 
supplier  of  this  material. 

Carbon  fiber  and  composites  from  Amoco 
Fterformance  Products  contribute  incredible  strength 
to  wheels  and  frames  to  permit  an  almost  feather- 
weight quality. 

Finally,  high-tech  derailleur  cables  are  guided 
by  a  piece  of  equipment  made  from  a  space-age 
polyamide-imide  resin  called  Tbrlon  *  This  fricti 
reducing  material  ensures  smooth  shifting  when  it's 
needed  most. 

Every  year,  Amoco  helps  companies  pull 
r  ahead  by  producing  more  than  $4  billion 
lality  petrochemical-based  products.  And  our 
oal  is  always  the  same:  customer  satisfaction. 

For  more  information  on  how  Amoco 
Chemical  has  helped  other  companies  produce  suc- 
cessful products,  write  Amoco  Chemical,  MC4106, 
Department  M275, 200  East  Randolph  Drive, 


What  we  think 
deaf-blind  people 
do  for  a  living. 


What  deaf-blinf 
people  really  d 
for  a  living. 


Drill  press  operator 
Electronic  assembler 
Librarian 
Administrator 
Mail  clerk 
Laundry  worker 
Teacher 

Child-care  worker 
Baker 

Duplicating  clerk 

Guidance  counselor 

Computer  programmer 

Food  service  worker 

Disc  jockey 

Writer 

Editor 

Housekeeper 
Carpenter 
Upholsterer 
Bookbinder 
Clinical  psychologist 
Braille  proofreader 
Flower  arranger 


■  Si 
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:. 
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Today,  people  who  are  deaf  and  blind  are  excelling 
at  hundreds  of  jobs.  At  our  Center,  tney're  thor 
oughly  trained;  on  the  job,  they  display  the  kind  o 
competency  and  reliability  valued  by  employer; 
like  IBM,  Hewlett-Packard,  and  U  S  WESTCommu 
nications. 

Couldn'tyour  company  use  an  employee  with  these 
credentials9  If  you  want  to  know  more,  call  Jeremy 
Burwell  at  the  Helen  Keller  National  Center. 

Call  51 6-944-8900  (TDD  &  Voice) 

Helen  Keller  National  Center" 

for  Deaf-Blind  Youths  and  Adults 

Headquarters:    1 1 1  Middle  Neck  Road,  Sands  Point,  NY  1 1050 
Regional  Offices  Atlanta.  Boston,  Chicago,  Dallas,  Denver,  Kansas  City. 
Philadelphia.  San  Francisco.  Sands  Point.  Seattle 


'  operated  by  Helen  Keller  Services  for  the  Blind 
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BY  PAUL  M  ENG 


\  f BOARDS  THAT  FIT  LIKE  GLOVES 
f I  TYPING  WITHOUT  STRAIN 


Typing  can  be  a  real 
pain  in  the  hand  for 
workers  who  spend  a  lot 
of  time  at  their  comput- 
er keyboards.  Carpal 
tunnel  syndrome,  an  in- 
flammation of  the  ten- 
dons in  the  hands  and 
wrists,  is  just  one  of  the 
many  repetitive  strain 
injuries  (KSIs)  that  side- 
line many  workers.  In- 
dustrial Innovations  Inc. 
in  Scottsdale,  Ariz.,  is 
tackling  the  problem  by 
signing  the  conventional  keyboard. 

s  Datahand  is  a  pair  of  left  and  right  keyboards,  designed 
upport  the  natural  cupped  shaped  of  typing  hands.  Each 
er  rests  in  a  shallow  depression  surrounded  by  keys  on  all 
3.  This  setup,  the  company  says,  cuts  down  on  finger 
ement  and  thus  RSI  as  well.  What's  more,  the  two  key- 
*ds  can  slide  on  their  underlying  tablets  and  control  the 
ement  of  a  computer's  cursor — much  like  a  conventional 
puter  mouse.  Industrial  Innovations  plans  to  begin  produc- 
in  early  1992.  But  don't  throw  out  your  old  keyboard  yet: 
ahand's  initial  retail  price  is  expected  to  be  $1,200. 


W  LIFE  FOR  BEEPERS: 
NDING  DATA  TO  LAPTOPS 


s  not  as  sexy  as  a  cellular  telephone,  but  the  lowly  beeper 
as  a  market  that  keeps  growing.  According  to  a  new  report 
?rost  &  Sullivan  International,  a  market  researcher  in  New 
k  and  London,  the  ranks  of  U.  S.  subscribers  should  hit  23 
ion  by  1996 — more  than  double  1990's  figure  of  9.8  million, 
ustry  revenue  should  rise  more  modestly,  to  $2.1  billion  by 
3,  up  from  $1.4  billion  last  year. 

•ne  source  of  growth:  sending  data  to  laptop  computers 
r  paging  frequencies.  Michael  Vernetti,  senior  vice-presi- 
t  of  Telocator,  an  industry  group,  says  the  market  is  "just 
lip  on  the  screen  for  now"  but  could  grow  quickly.  Motorola 
.  recently  bought  a  national  paging  license  that  will  be  used 
lusively  for  data  transmission  and  has  begun  work  with 
»vlett-Packard  Co.  Another  paging  operator,  Telefind  Corp. 
Doral  Gables,  Fla.,  is  working  with  American  Telephone  & 
egraph  Co.,  which  sells  the  Safari  notebook  computer.  And 
j  Paging  Corp.  in  Irvine,  Calif.,  is  working  with  Sharp 
•p.,  maker  of  the  Sharp  Wizard  electronic  organizer. 


I  IBM'S  FALL  LINE  HITS  THE  RUNWAY, 
ALL  STREET  IS  ALL  EYES 


'■his  September,  IBM  is  planning  a  smorgasbord  of  perhaps 
200  product  announcements,  concentrating  on  its  highly 
ifitable  mainframe  business.  Industry  observers  expect  the 
npany  to  flesh  out  its  ES/9000  mainframe  line,  introduced 
:h  great  fanfare  a  year  ago,  with  three  water-cooled  proces- 
•  models  at  the  high  end  and  one  or  more  less  powerful  air- 
)led  models.  They'll  be  based  on  essentially  the  same  micro- 


chip technologies  as  last  year's  machines.  Also  expected  are  a 
new  version  of  MVS,  IBM's  flagship  supervisor  program  for 
mainframes,  and  new  models  of  IBM's  3390  disk  drive. 

Wall  Street,  anxious  about  soft  mainframe  demand  and 
IBM's  sluggish  growth,  will  be  watching  closely  the  delivery 
schedules  IBM  gives  its  new  processors.  Analysts  say  IBM's 
1991  profits  now  hang  almost  entirely  on  its  mainframe  sales 
in  the  fourth  quarter,  when  last  year's  processors  are  slated  to 
be  shipping  in  volume.  So  far,  IBM  says  it  has  orders  for  as 
many  ES/9000  machines  as  it  can  build  through  the  end  of  the 
year.  But  if  it  schedules  its  newest  processors  to  begin  ship- 
ping this  fall,  too,  analysts,  say,  that  may  mean  IBM's  order 
book  wasn't  actually  as  full  as  originally  believed — and  that 
profits  may  falter  accordingly. 


A  LONG-LASTING  LAPTOP  BATTERY 
—AND  IT  RUNS  ON  AIR 


Laptop  computers  have  freed  many  desk  workers  from  their 
chains — but  at  a  sacrifice  of  features.  Many  portable  com- 
puters don't  have  color  screens  or  large  hard-disk  drives — de 
i-igiieur  on  most  desktop  PCs — because  of  power  limitations. 
The  rechargeable  batteries  currently  used  in  portable  PCs  just 
can't  provide  enough  energy  for  long  periods  of  time.  But  AER 
Energy  Resources  Inc.  in  Atlanta  is  working  to  provide  more 
power,  using  a  zinc-air  battery  developed  by  Dreisbach  Elec- 
troMotive  Inc.  in  Santa  Barbara,  Calif. 

AER  figures  the  battery,  a  form  of  which  was  used  on  an 
electric  car  that  recently  won  a  race  in  Phoenix,  can  give 
laptop  owners  the  long-lasting  power  they  need.  With  air  as 
one  of  the  key  ingredients,  the  battery  is  lighter  and  can 
provide  more  energy  per  pound  than  current  batteries,  which 
are  based  on  heavy,  toxic  metals  such  as  cadmium.  According 
to  Frank  Harris,  aer's  vice-president  for  marketing  and  sales, 
a  prototype  battery  kept  a  Toshiba  laptop  going  for  10  hours — 
about  five  times  as  long  as  before. 


HOW  WOULD  YOU  HANDLE 
A  CRISIS  IN  THE  KREMLIN? 


the  failed  Soviet 
kcoup  and  its  after- 
math grab  the  world's 
attention,  computer 
game  maker  Spectrum 
Holobyte  is  scrambling 
to  catch  up  with  the 
rush  of  history.  Its  Cri- 
sis in  the  Kremlin  game, 
which  is  scheduled  for 
release  this  November, 
is  billed  as  "a  geopoliti- 
cal simulation  of  the  So- 
viet Union." 

The  S60  program  for 
IBM  PCs  and  compatibles  lets  players  assume  the  role  of  Presi- 
dent and  determine  spending  for  various  sectors  of  the  econo- 
my, such  as  scientific  research,  agriculture,  and  the  military. 
They  can  also  decide  how  fast  social  and  economic  reform 
should  proceed,  if  at  all,  and  thus  emulate  Mikhail  Gorbachev, 
Boris  Yeltsin,  or  a  neo-Stalinist.  Players'  decisions  trigger 
feedback  in  the  form  of  newspaper  reports,  simulated  televi- 
sion broadcasts,  and  interoffice  memos  circulated  among  the 
KGB,  the  Academy  of  Sciences,  and  other  Soviet  institutions. 
The  goal:  Stay  in  office  for  30  years. 


iMATION  PROCESSING 
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To  start,  pack  several  tons  of  seafood  lightly  in  ice. 
Place  carefully  in  the  planes  of  Emery  Worldwide. 
Garnish  with  strict  quality-control  and  split-second 
timing.  Now  express  immediately  by  air  to  hundreds  of 
wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 
fish.  It's  a  complete  recipe  tor  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique  shipping  needs 
is  what  we  do  best.  We  offer  Customar  ization:  the  flexibility  to  adapt  to  e; 
customer  s  product  and  freight  pattern,  whether  you  ship  fresh  turbot  or  heavy 
Uirbines,  across  the  country  or  around  the  world.  That  makes  us  an  important 
ingredient  in  your  competitive  strategy. 

And  as  a  Consolidated  I  reightways  Company,  we  can  help  you  operate 
more  efficiently  with  the  most  complete  range  of  sendees  in  the  industry. 
Backed  by  unparalleled  shipping  management  systems,  and  a  responsive 
team  of  professionals  dedicated  not  only  to  your  satisfaction,  but  to  that  of  your 
customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY.  We'll  create  a  special  recipe  just  for  you. 
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COMPUTER  SERVICES  I 


CAP  GEMINI 

TAKES  AIM  AT  THE  WORLD 


Its  audacious  plan:  Global  domination  of  computer  services 


Last  summer,  Chairman  Serge 
Kampf  saw  three  paths  for  Cap 
Gemini  Sogeti,  Europe's  top  com- 
puter-services company.  He  told  550 
managers,  gathered  in  Marrakesh,  that 
they  could  either  beef  up  Cap's  core  cus- 
tom-software business,  add  new  Europe- 
an services — or  try  to  dominate  the 
world.  Even  for  Kampf,  Cap's  shrewd 
founder,  the  last  option  seemed  auda- 
cious. But  his  managers  opted  over- 
whelmingly for  it.  Says  Kampf:  "They 
voted  for  the  dream,  or  the  nightmare, 
depending  on  how  you  look  at  it." 

No  doubt  that  Cap  is  ambitious.  In 
five  years,  it  has  pumped  $1.1  billion  into 
22  companies  in  Europe  and  the  U.  S., 
making  it  one  of  the  most  acquisitive 
computer-services  companies  on  either 
continent.  That  helped  quadruple  reve- 
nues last  year,  to  $1.7  billion.  Yet,  de- 
spite its  7%  of  the  fragmented  European 
market — about  twice  that  of  its  nearest 
rival,  Italy's  Finsiel — it  has  less  than  1% 
of  the  U.  S.  market  and  nothing  in  Asia. 
To  finance  the  global  push,  Kampf 


has  sold  34%  of  Sogeti,  Cap's 
privately  held  parent,  to 
Daimler  Benz  for  $575  million. 
If  all  goes  well,  the  German 
powerhouse  will  take  control 
in  1995 — along  with  one  or 
more  U.  S.  and  Japanese  equi- 
ty partners  that  Daimler  and 
Cap  plan  to  recruit.  Then,  Cap 
should  be  ready  to  challenge 
the  big  three  in  computer  ser- 
vices— General  Motors'  Elec- 
tronic Data  Systems  (EDS) 
unit,  IBM,  and  Computer  Sci- 
ences Corp. 

cash  infusion.  Kampf,  57,  a 
private  man  who  prefers  his 
hometown  of  Grenoble  to 
Cap's  Paris  offices,  had  care- 
fully maintained  control  for 
24  years.  But  to  fund  Cap's 
bigger  ambitions,  he  says, 
"we  could  no  longer  keep 
reaching  into  our  own  pockets 
and  keep  control." 

The  Daimler  deal  may  do 
for  Cap  what  General  Motors 
Corp.  did  for  EDS,  which  the 
auto  maker  acquired  from 
founder  H.  Ross  Perot  in 
1984.  GM  remains  EDS's  biggest  custom- 
er, and  Cap  will  share  the  $700  million  of 
annual  revenues  from  Debis  System- 
haus,  Daimler's  computer-services  sub- 
sidiary. International  Data  Corp.  figures 
Daimler's  cash  brings  Cap's  war  chest  to 
$700  million — enough  to  buy  $1.5  billion 
more  in  annual  revenues. 

Most  of  that  new  firepower  is  to 
aimed  at  the  U.  S.  mar- 
ket.  "Getting   even  V/< 


even 

more  market  share  in  the 
States  is  more  important 
than  anything  else  we 
could  do  in  Europe,"  says 
Michel  Berty,  Cap's  sec- 
retary general.  Kampf 
wants  to  build  up  Cap's 
weak  U.  S.  business  in 
systems  integration — de- 
signing and  building  com- 
plete systems — sell  data 
processing  services,  run 
networks,  and  even  sell 
packaged  software  for 
specific   industries.  One 


THE  CAP  GEMINI 
EMPIRE 

1990  revenues 

Millions  of  dollars 


CAP  GEMINI  SOGETI 


Systems  integration  $680 

Programming/training  680 

Technical  consulting  1 70 

Facilities  management  1 70 


GEMINI  CONSULTING 


Management/ 
technical  consulting 


early  move  may  be  to  find  a  U.  S.  p 
ner,  perhaps  a  telephone  company, 
manage  networks  using  Debis'  exper 
with  Daimler's  own  huge  German  i 
work. 

Daimler's  money  will  also  help  Caj 
Europe,  where  U.  S.  companies  are  pt 
ing  hard.  EDS  recently  entered  into 
deal  to  acquire  SD-Scicon,  a  British  c< 
puter-services  company.  IBM,  meanwh 
is  spending  wads  to  tie  up  national  si 
ware  specialists  on  the  Continent, 
pressure  in  Europe  is  on  Cap,"  says  J 
gen  Berg,  head  of  EDS  in  Europe. 

Cap  already  has  bolstered  its  arse 
and  extended  its  reach  by  buying  a  G 
man  systems-integration  company 
Hoskyns,  Britain's  biggest  computer-s 
vices  company,  for  a  total  of  $385  i 
lion.  Hoskyns'  specialty  is  outsourci: 
or  running  a  customer's  entire  data 
cessing  department,  a  business  that 
growing  at  25%  a  year — nearly  twice 
fast  as  other  computer  services.  Expai 
ing  Hoskyns'  skills  across  Europe 
into  the  U.  S.  could  help  fend  off  E 
the  leader  in  outsourcing. 

Kampf  also  has  tried  to  seize  the  hij 
er  ground  of  management  consultir 
He  has  bought  three  firms,  inciudi 
U.  S.-based  United  Research  and  M 
Group,  to  create  Gemini  Consultir 
Strategic  consulting  deals  should  gi 
Cap  the  inside  track  on  follow-on  ss 
tems-integration  contracts,  Kampf  f 
ures.  He  saw  proof  of  that  when  Andi 
sen  Consulting  snatched  a  contract  frc 
Cap  to  build  a  funds-transfer  system 
the  Paris  Stock  Exchange  after  Andi 
sen  consulted  for  the  French  Treasu 
Ministry.  Similarly,  a  United  Resear 
contract  with  Mobil  Oil  Corp.  in  the  U. 
has  now  led  to  Cap's  working  on  Mobi 
European  distribution  network. 
DICEY  margins.  Cap's  acquisitions  ai 
the  sluggish  world  economy  are  takii 
their  toll.  High  financing  costs  cut 
net  margin  to  6.8%  last  year,  from  7.4 
in  1989.  And,  excluding  acquisition 
first-quarter  revenue  growth  slowed 
5%>.  That,  analysts  say,  could  force  ma 
gins  still  lower — a  pro 
pect  that  sent  Cap's  sto< 
crashing  in  May  by  aboi 
23%,  to  $52.  Only  tl 
Daimler  deal  has  pulled 
back  to  about  $59. 

The  question  is  whet 
er  Cap  can  regain  its  usi 
al  15'a  internal  growt 
rate.  Stiffer  competitic 
may  have  permanent! 
slowed  it.  If  so,  Daimler 
backing  will  be  all  th 
more  critical  to  reach  th 
goals  set  in  Marrakesh. 

By  Jonathan  B.  Levin 
in  Paris 
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Pakistan  offers  perhaps  the  most 
attractive  terms  in  the  Third  World  for  foreign  investment.  It  is 

the  first  developing  economy  to  take  decisive  steps  to: 
—  Denationalize,  deregulate  and  privatize  on  a  massive  scale; 
—  Remove  all  foreign  exchange  restrictions; 
—  Dismantle  state  capitalism. 

Invest  In  Pakistan,  Invest  In  The  Future 


The  land  is  one  of 
dynamic,  enterprising 
people.  It  lies  between 
mainland  China  and 
faraway  Europe.  And, 
as  time  has  moved  for- 
ward, here  has 
emerged  a  vast  and 
prosperous  market, 
complete  with  indus- 
try, banks  and 
infrastructure.  The 
land  is  Pakistan. 

Pakistan  is  fast 
on  its  way  to  becoming 
a  major  industrial  force 
of  the  future.  Since  the 
general  elections  of 
1990,  rapid  economic 
policy  reforms  have 
enabled  Pakistan  to 


dergoing  an  economic 
metamorphosis.  The 
government  has 
moved  quickly  to  dis- 
mantle the  red  tape 
that  has  been  smoth- 
ering Pakistani 
industry  and  infra- 
structure since  the 
1970s.  "We  can  no 
longer  afford  to  live  like 
ostriches,"  Prime  Min- 
ister Nawaz  Sharif  told 
his  countrymen.  "The 
jobof  the  government 
is  to  formulate  poli- 
cies. It  is  not  its  job 
to  run  industry, 
commerce  and  ho- 
tels/' 

Privatization  and 


emerge  with  renewed  confidence.  At  the  helm 
stands  Prime  Minister  Nawaz  Sharif.  In  less  than 
a  year  of  his  accession  to  power,  this  man  of 
vision  and  imagination  has  recharted  a  course 
toward  radical  economic  reform. 

The  results  of  the  new  government's  efforts 
are  already  becoming  evident.  Pakistan  is  un- 


elimination  of  unnecessary  controls  on  invest- 
ment have  thus  remained  the  top  items  on  the 
new  government's  agenda  for  reform,  for  Prime 
Minister  Nawaz  Sharif  contends  that  rapid  in- 
dustrialization, led  by  the  private  sector,  will 
provide  the  quickest  route  toward  economic 
prosperity. 
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Taking  Steps  To  Stimulate 
Direct  Foreign  Investment 


A  key  objective  of  Pakistan's  economic  reform  program  is  to 
encourage  direct  investment  by  foreigners.  The  injection  of  foreign 
capital  should  bring  with  it  the  introduction  of  advanced  technology, 
management,  marketing  and  technical  skills  necessary  to  rejuvenate 
the  country's  economy. 


"We  have  committed  ourselves  to  the  goal  of  a 
prosperous  Pakistan,  1  hope  that  our  attempts  to 
reinvigorate  the  financial  sector  will  soon  bear  fruit." 

Prime  Minister  Nawaz  Sharif 

Toward  this  end,  the  Pakistani  government  has  taken  steps  to 
improve  the  already  beneficial  conditions  for  investment.  January  of 
1991  witnessed  the  deregulation  of  investment  procedure  so  that 
foreigners  can  now  invest  in  virtually  any  location  in  most  industries, 
with  the  exception  of  arms  and  ammunition,  alcohol,  currency  and 
mints  and  high  explosive  or  radioactive  substances  for  which  prior 
government  approval  is  needed  by  investors  whether  foreign  or  local. 

Foreign  investors  can  now  hold  up  to  1 00%  of  any  project  and  are 
able,  without  prior  governmental  approval,  to  set  terms  and  condi- 
tions of  foreign  currency  loans  and  technology  transfer.  There  is  a 
three-year  tax  holiday  available  to  all  industries  set  up  anywhere  in 
Pakistan  between  December  1,  1990,  and  June  30,  1995.  Tax 
holidays  in  rural  areas  are  for  5  years  and  for  backward  areas  8  years. 

To  attract  foreign  capital,  the  government  has  eased  restrictions 
governing  the  importing  of  currencies  and  the  repatriation  of  private 
and  corporate  profits.  The  currency  is  not  wholly  convertible  yet. 
Pakistanis  can  however  now  purchase  foreign  currency  with  rupees 
and  there  are  no  longer  any  restrictions  on  what  amount  a  foreigner 
can  bring  into  or  take  out  of  Pakistan. 

Foreign  Exchange  Barriers  Removed 
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privatization  proceeds  can 
repatriated,  without  the  c 
tral  bank's  permission. 

Resident  Pakistanis  and  n 
residents  can  maintain  fore 
exchange  accounts.  They  a 
can  have  local  currency  lot 
against  their  foreign  currer 
balances. 

Foreign  currency  deposit 
Pakistan  carry  an  interest  r 
ranging  from  3/4  for  th 
month  term  deposits  to  1,5 
for  three  year  deposits  ab( 
the  Barclays  rate.  Depos 
are  encashable  freely. 

US  dollar-denomina 
bearer  certificates  are  avj 
able.  They  have  a  rate  of  retu 
a  quarter  percent  over  the  r 
evant  LIBOR.  The  certifical 
can  be  purchased  against  pc 
ment  in  foreign  exchange 
anyone  residing  in  Pakistan 
abroad. 

Foreign  loans  can  be  cofc^ 
tracted  by  investors  witho 
government  permission 

Foreign  currency  can  be  kefits 
freely. 

Foreign  exchange  paymen 
for  a  number  of  purposes,  i  ant 
eluding  foreign  advertis  fc 
ments,  education,  membersb 
of  professional  institutions  aifv 
excess  baggage  can  be  free 
made. 
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Foreign  investors  can  now 
own  100%  equity  in  a  venture 
and  can  purchase  shares  in  an 


industrial  company  on  a 
repatriable  basis. 
Remittances  of  dividends  and 


Attracting 
Foreign  Investors 

The  increased  investme^ 
in  the   country   evidences  tlL 
international  community's  riL 
ceptiveness  to  the  changes  takir; 
place.  The  Japanese,  for  exampl'1 
who  have  already  established  , 
strong  presence  in  the  autom< . 
bile  industry,  are  now  lookip, 
toward  Pakistan's  large  enginee  j 
ing  sector.  Major  investors  froi ; 
Europe,  North  America  and  Asfl 
have  also  indicated  interest  it 
doing  business  in  Pakistan.  Cor 
crete  joint  agreements  are  bein 
finalized.  For  example,  local  in 
ves tors  have  become  partners  wit 
the  World  Bank  and  Japanesj 
banks  to  complete  the  Hub  Rive 
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ect,  Pakistan's  largest  power  plant,  which  will  have  a  generating 
acity  of  1,292  megawatts  and  will  cost  an  estimated  $1.5  billion, 
groundwork  for  the  project  is  scheduled  to  start  in  the  fall  of  1 99 1 . 
As  Pakistan  courts  investors  from  around  the  world,  the  State 
oleum  Corporation,  along  with  investors  such  as  the  Crescent 
oleum  Company  of  Dubai,  is  spending  $300  to  $400  million  on  the 
rocracker  project.  At  the  same  time,  the  Export-Import  Bank  of  the 
ted  States  has  offered  to  participate  in  a  joint  venture  with  local 
ate  investors  in  gas-fired  power  generation  plants  in  Nandipur 
Uch.  A  delegation  from  South  Korea's  esteemed  Daewoo  group 
:ed  Islamabad  and  understanding  was  reached  to  execute  a  large 
communications  project  and 
construct  the  Islamabad- 
ore  motorway  in  the  private 
.or. 

Pakistan  has  much  to  offer 
investor,  from  skilled  man- 
ner and  low  costs  to  a  central 
ttion  and  a  large  consumer 
e.  It  has  a  clear  edge  in  local 
ts.  Real  estate  costs  here  are 
ch  lower,  incigenous  techni- 
expertise  is  available  at  every 
I.  The  country's  market  for 
sumer  goods  is  expanding 
tinuously.  Also,  demand  from 
ndly  neighboring  countries 
mises  to  stimulate  industrial 
wth.  Multinational  and  global, 
its,  such  as  ICI  and  Procter 
1  Gamble,  have  already  posi- 
ned  themselves  to  take 
antage  of  what  Pakistan  has 
)ffer.  With  a  labor  force  of  32 
lion  and  a  domestic  consumer 

rket  of  1 10  million,  opportunities  abound.  Against  a  backdrop  of 
ich  investment  climate,  are  ample  water  resources,  good  agro- 
icessing,  agriculture,  hydro-culture,  a  solid  base  for  high  value 
ustries  such  as  electronics  and  computer  software. 

Mobilizing  The  Private  Sector 

"Our  industrial  policy  is  not  designed  to  benefit  industrialists 
H  d  investors,"  explains  Prime  Minister  Nawaz  Sharif.  "In  fact,  it  has 
|  in  formulated  to  solve  the  problems  now  confronting  the  country 
this  stage.  This  can  be  solved  only  when  the  private  sector  is  fully 
H  'bilized  to  play  its  role  in  national  development." 

Early  in  1991,  the  purchase  of  the  Muslim  Commercial  Bank, 
I  tionalized  since  1974,  spearheaded  the  privatization  movement. 
|  is  was  only  the  beginning.  In  late  July,  the  Allied  bank  was  sold  to 
I  employees.  Now,  also  on  the  list  are  the  United  Bank  and  the 
|  issive  Habib  Bank.  Already  the  government  has  set  about  privatizing 
I  5  state-owned  units. 

The  private  sector,  sensing  the  climate  to  be  right,  has  risen  to 
p  occasion.  A  bid  for  a  new  private  airline  has  been  answered, 
ephone  companies  are  calling  for  buyers,  toll  roads  are  being  built 
■  d  ports  are  to  be  privately  operated. 

The  largest  privatization  offered  to  date,  in  terms  of  both 
|  metary  value  and  transferred  responsibility,  is  that  of  the  telecom- 
anications  sector,  expected  to  go  for  $3  to  $5  billion.  Contracts  for 
1  installation  of  up  to  500,000  telephone  sets  have  been  awarded  on 
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a  turnkey  basis  to  a  group  of 
international  companies  includ- 
ing Alcatel,  Siemens  and  NEC. 

In  dismantling  the  public 
sector,  the  new  government  has 
recognized  a  social  responsibil- 
ity. "Privatization  must  be 
accompanied  by  a  parallel  pro- 
gram to  look  after  the  poor  and 
the  less  developed  areas,"  ac- 
knowledges Senator  Sartaj  Aziz, 


Major  Economic  Indicators:  Pakistan 


Average  Annual  Rates  of  Increase 

(1980-89) 

GDP 

Industry 

Inflation 

Exports 

Imports 

Pakistan 

6.4% 

7.3% 

6.7% 

8.5% 

4.2% 

Low  and  Middle  Income  Developing 
Countries 

3.8% 

4.5% 

53.7% 

5.4% 

1 .4% 

OECD  Countries 

Source  World  Bank,  World  Development  Report  1991 
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Projected 

Pakistan's  Finance  Minister.  "We 
hope  to  have  a  big  jump  in  our 
education,  manpower  and  train- 
ing programs,  health  and  services 
in  rural  areas." 

"I  am  proud  of  the  economic 
changes.  We  are  moving  toward 
making  Pakistan  an  open  mar- 
ket," says  Prime  Minister  Nawaz 
Sharif. 

The  worldwide  response  to 
Pakistan's  economic  development 
has  been  favorable.  The  Interna- 
tional Monetary  Fund  has 
commended  Pakistan  authorities 
for  "managing  the  adverse  exter- 
nal sector  developments  of  the 
past  year  successfully  while  con- 
tinuing to  implement  their 
program  of  trade  liberalization." 

The  Gulf  crisis  posed  a  seri- 
ous challenge  to  the  new 
government.  The  country's  bal- 
ance of  payments  suffered  a  loss 
of  $700  million  as  a  result  of 
increased  energy  prices  and  the 
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subsequent  loss  of  home  remit- 
tances from  Pakistani  workers  in 
the  Gulf.  Exports  to  the  Gulf  re- 
gion also  dried  up.  Pakistan 
successfully  met  the  challenge  by 
a  massive  increase  of  over  23%  in 
its  export  earnings  during  1991. 
In  one  year,  an  additional  amount 
of  over  one  billion  dollars  was 
earned  through  increased  exports. 
The  current  account  deficit  was 
brought  down  to  3.2%  of  GNP  in 
1990-91  as  against  4.6%  of  GNP 
in  1989-90. 


The  government  has  kept 
pushing  the  country  toward  eco- 
nomic liberalization  and  has 
bounced  back  quickly.  The  gov- 
ernment now  anticipates  that  a 
growth  rate  of  more  than  7%  lies 
within  reach.  During  the  past 
three  years,  the  overall  fiscal  defi- 
cit has  been  reduced  from  9%  to 
below  6%  of  GDP.  During  fiscal 
1992,  the  government  expects  to 
contain  the  budgetary  deficit  to 
less  than  5%  of  GDP. 


Forthcoming  Conference  For  Investors 

With  the  multitude  of  investment  opportunities  available,  the 
remaining  challenge  lies  only  in  matching  potential  investors  with 
appropriate  investments.  With  the  support  of  Multilateral  Investment 
Guarantee  Agency  (MIGA),  a  World  Bank  agency,  the  Pakistan 
Government  has  arranged  a  three  day  conference  at  Islamabad  from 
18-20  November,  1991  to  help  serious  foreign  investors  get  together 
with  Pakistani  industrialists  through  joint  ventures  and  100%  equity 
projects.  The  government's  message  is  resoundingly  clear:  "Pakistan 
is  open  for  business." 


Pakistan  Exports 

(in  billions  of  US$) 
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The  Rise  of  Cotton 

The  production  of  cotton,  Pakistan's  biggest 
cash  crop,  has  more  than  tripled  in  eight  years. 
In  million  of  bales. 
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PAKISTAN 


Gearing  Up  For 
An  Export  Boom 


Pakistan  has  declared 
current  fiscal  199 1  -92  as  "Exp 
Year".  Determined  to  move 
ward  self-reliance, 
government  has  added  more 
the  incentive  package  for  exp( 
ers.  Pakistani  firms  have  aire 
been  allowed  to  enter  into  jc 
ventures  with  foreign  compar 
in  export  trade. 

Pakistan's  exports  have  r 
istered  an  impressive  increas 
23%  in  the  year  ending  on  Ji 
30,  1991.  Export  receipts  h 
reached  $6.1  billion  now  agai 
$  4.9  billion  a  year  earlier.  In  t 
years'  time,  the  aim  is  to  boost 
country's  exports  to  $  10  billi 
mark. 

These  targets  are  not  beyo 
the  reach  of  Pakistan  which  ". 
great  untapped  potential." 
number  of  tax  and  other  bene: 
have  been  given  to  exporters 

Machinery  and  spare  pa 
for  textile  and  leather  indust 
except  when  locally  manuf; 
tured,  have  been  exempted  frc 
customs  duties,  import  surchai 
and  import  licence  fee  for  be 
commercial  and  industrial 
porters.  Besides,  the  scope 
export  processing  units  has  be 
expanded  to  all  value-added  iterr 
whereby  they  would  be  entitl 
duty-free  import  if  they  exp( 
70%  of  their  production. 

On  the  import  side,  the  tra 
policy  reflects  overall  liberaliz 
tion  and  deregulatory  objective 
The  import  regime  has  been  fu 
ther  liberalized  and  protection 
through  tariff  instead  of  non-ta 
iff  measures. 


For  further  information  on  foreign 
exchange  reforms  and  investment 
opportunities  in  Pakistan,  please 
contact: 

Deputy  Secretary. 

Ministry  of  Industries.  Block  A, 

Pakistan  Secretariat.  Islamabad. 

Pakistan.  Telex:  5774  MIND-PK 

Fax  :  (92-51)  825130 

Tel:  (92-51)  823214 
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KSTATIONS 


fHY  SUN  CAN'T  AFFORD 
D  SHINE  ALONE 


stay  on  top  in  workstations,  it's  trying  to  end  its  isolation 


ate  last  June,  managers  of  Sun  Mi- 
crosystems Inc.'s  new  SunSoft  soft- 
31  i  Iware  subsidiary  huddled  at  a  re- 
t  in  Sonoma,  Calif.  Their  mission: 
elop  a  plan  to  fight  off  the  many 
ipanies  trying  to  usurp  Sun's  No.  1 
t  in  workstation  computer  sales.  On  a 
:,  they  turned  for  guidance  to  the  / 
ng,  the  ancient  Chinese  Book  of 
.nges.  William  L.  Larson,  the  soft- 
•e  unit's  marketing  vice-president, 
•mnly  threw  the  requisite  three  coins 
otal  of  six  times.  The  name  of  the 
alting  hexagram  was  shih,  which 
ins  "the  army." 

'he  message  wasn't  lost  on  Larson  or 
colleagues.  Sun  is  still  on  top,  of 
rse.  But  in  the  past  six  months,  some 
the  computer  industry's  most  power- 
companies  have  banded  together  to 
to  take  the  lead  in  the  $7.3  billion- 
1-growing  market  for  workstations, 
ile  Sun  pushed  on  alone,  archrivals 
[  and  Apple  Computer  Inc.  agreed  in 
y  to  collaborate  on  workstation  tech- 
ogy.  And  last  winter,  powerhouses 
nnpaq  Computer,  Digital  Equipment, 

I  Microsoft  formed  a  workstation  con- 
tium,  which  subsequently  has  grown 
include  84  hardware  and  software 
npanies.  Equally  worrisome  is  that 
n's  product  line  is  beginning  to  show 
age  as  both  new  and  old  competitors 
ng  out  machines  that  are  superior  in 
th  price  and  performance. 

SIER  link.  Now,  Sun  has  an  ambitious 
w  program  of  coun- 
attack.  On  Sept.  4,  it 

II  unveil  plans  to 
ike  its  SunOS  operat- 

system,  a  version  of 
nerican  Telephone  & 
legraph  Co.'s  popular 
lix  program,  run  on 
Dre  computers  than 
st  its  own.  The  com- 
.ny  will  begin  by 
apting  the  operating 
stem  for  machines 
iSed  on  Intel  Corp.'s 
ipular  microproces- 
rs,  which  power  IBM 
:s  and  PC-compatibles. 
Software  is  the  battle- 
•ound  of  the  '90s  for 
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computer  companies,"  says  SunSoft's 
Larson. 

Sun's  new  strategy  is  aimed  at  ending 
its  isolation  in  the  marketplace  and 
greatly   broadening   its   influence.  By 


Sun  has  already  wooed  some  small 
clonemakers.  But  it  may  have  a  tough 
time  getting  other  PC  companies  and 
workstation  makers  to  sign  on.  They 
may  be  leery  of  purchasing  critical 
software  from  such  an  aggressive 
competitor. 

Then  again,  Sun  is  making  its  move 
from  a  position  of  strength.  While  many 
competitors  grapple  with  sluggish  sales 
and  even  losses,  Sun  keeps  defying 
gravity.  For  fiscal  1991,  ended  June  30, 
it  racked  up  a  30%  rise  in  sales,  to  $3.22 
billion,  and  a  hefty  1\% 
jump  in  net  income,  to 
$190.3  million.  According 
to  market  researcher  In- 


ln  adapting  its 
operating 
system  to 
run  on  other 
hardware  brands, 
says  President 
McNealy,  'Sun  is 
sitting  on  a  huge, 
huge  market 
opportunity' 


SUN'S  RIVALS 


The  biggest  sellers  of  desktop 

operating  systems 

Developer/ 

Units  shipped 

Program 

1990 

MS-DOS 

5,200,000 

MICROSOFT 

Windows* 

3,000,000 

Macintosh  OS 

820,000 

OS/2 

333,000 

SUN 
SunOS 

146,000 

*Requires  MS-DOS  to  run 

DATA:  INTERNATIONAL  DATA  CORP 


making  the  operating  system,  which  en- 
dows a  computer  with  its  basic  func- 
tions, run  on  more  machines,  Sun  will 
make  it  easier  for  customers  to  link  Sun 
workstations  with  other  computers  on  a 
network.  More  important,  the  move 
could  also  boost  the  to- 
tal number  of  custom- 
ers using  machines  that 
run  SunOS.  That  in  turn 
will  encourage  indepen- 
dent software  houses  to 
write  new  programs  for 
SunOS  and  thereby 
boost  the  appeal  of 
Sun's  and  other  SunOS 
computers  to  custom- 
ers. Boasts  Sun  Presi- 
dent Scott  G.  McNealy: 
"Sun  is  sitting  on  a 
huge,  huge  market  op- 
portunity." 

There's  plenty  of  risk 
to  go  along  with  that 
opportunity,  though. 


ternational  Data  Corp.,  Sun  holds  a  32%- 
share  of  the  workstation  market,  putting 
it  well  ahead  of  its  closest  rival,  Hewlett- 
Packard  Co.,  with  21%. 

Sun  has  tried  before  to  build  a  critical 
mass  for  its  technology  and  establish  a 
de  facto  standard,  but  with  hardware, 
not  software.  For  the  past  four  years,  it 
has  encouraged  any  and  all  to  adopt  its 
Sparc  computer  design,  based  on  re- 
duced instruction-set  computing  (RISC). 
Yet  only  a  handful  of  major  suppliers 
have  done  so.  Last  year,  just  3,000  Sparc 
clones  were  shipped  throughout  the 
world.  And  even  though  Sun  itself  sold 
some  135,000  machines  in  1990,  just 
3,500  applications  programs  work  with 
SunOS,  vs.  more  than  20,000  for  IBM-com- 
patible PCs.  "Volume  is  the  name  of  the 
game,"  acknowledges  SunSoft  President 
Edward  J.  Zander. 

Sun  needs  a  constant  flow  of  new  pro- 
grams to  keep  its  workstation  sales 
booming,  particularly  now  that  it's  fac- 
ing stiff  challenges  in  hardware.  Until 
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recently,  its  top-of-the-line  Sparcstation 
was  the  fastest  general-purpose  work- 
station around,  executing  some  28.5  mil- 
lion program  instructions  per  second 
(MIPS).  But  IBM  weighed  in  with  a  30-mips 
mode!  last  year,  and  HP  last  February 
shot  ahead  with  a  76-MIPS  machine. 

Sun  customers  and  resellers  say  the 
company  badly  needs  to  boost  its  high- 
end  models'  performance.  Says  Stephen 
P.  Basile,  a  manager  at  Sun  reseller  ERI 
Inc.  in  Hauppauge,  N.  Y.:  "We're  quite 
ready  for  Sun  to  take  the  next  leap." 
Unfortunately,  he'll  probably  have  quite 
a  wait.  Sun  is  counting  on  Texas  Instru- 
ments Inc.  to  come  up  with  a  Super- 
Sparc  chip  that  should  outrun  even  HP's 
machine,  but  analysts  figure  Sun  won't 
ship  it  in  finished  workstations  until 
next  spring.  Sun  is  also  behind  in  deliv- 
ering a  long-promised  machine  that  re- 
lies on  multiple  processors  to  provide 
high-speed  services  to  large  networks  of 
its  workstations. 

SOLID  START.  There's  trouble  at  the  low 
end  of  Sun's  business,  too,  where  it  sells 
most  of  its  machines.  The  company  still 
offers  some  of  the  cheapest  worksta- 
tions around,  starting  as  low  as  $5,000. 
But  that  advantage  will  narrow  quickly. 
IBM  is  set  to  announce  new  RS/6000s 
starting  at  $4,000  on  Sept.  20.  HP  isn't 
far  behind  with  its  own  inexpensive  mod- 
els, too.  Already,  claims  HI'  marketing 
manager  Robert  C.  Weinberger,  "We're 
getting  called  into  accounts  that  had 
been  locked  into  Sun." 

So  Sun  is  counting  on  software  to 
make  up  for  other  shortcomings.  The 
company  figures  it  has  a  solid  start: 


IBM  and  HP  have  surpassed 
Sun  workstations  in  speed — 
and  are  closing  in  on  its  price 
advantage  at  the  low  end 


Even  though  Microsoft  Corp.'s  MS-DOS 
and  Apple's  Macintosh  operating  sys- 
tems far  outsell  SunOS  (chart),  the  com- 
pany has  already  installed  about  450,000 
machines  running  the  program. 

But  before  the  strategy  can  really  suc- 
ceed, Sun  must  convince  rivals  that  it 
can  work  well  with  them.  It.  has  made 
some  progress:  Sun  is  already  collabo- 
rating with  HP  on  standards  for  sharing 
data  and  programs  across  different  com- 
puter systems.  Now,  it  needs  to  do  more 
of  that  kind  of  cooperating.  Regardless 
of  what  the  /  Ching  advises,  making 
peace  in  the  computer  industry  these 
days  is  just  as  important  as  waging  war. 
By  Robert  D.  Hof  in  Mountain  View,  Calif. 


TELECOMMUNICATIONS  I 


FOR  TELESPHERE'S  CLIENTS, 
DIAL  1-900  TUF  LUCK' 


The  talk-line  services  are  suing  for  nonpayment 


ack  in  1987,  Telesphere  Communi- 
cations Inc.  was  a  third-tier  long- 
distance phone  company  with  a 
small  but  intriguing  niche  in  900  num- 
bers. It  was  the  first  national  carrier  to 
offer  interactive  900  numbers,  which  let 
consumers  call  in  and  use  their  phone 
keypads  to  select  what  they  wanted  to 
hear.  As  people  flocked  to  the  lines  for 
entertainment,  information,  and  titilla- 
tion,  Telesphere's  sales  skyrocketed.  By 
last  year,  900  services  accounted  for  59'^ 
of  its  $293  million  in  revenue.  But  just  as 
the  sometimes  pricey  pay-per-call  pro- 
grams have  moved  from  novelty  to  nui- 
sance for  many  consumers,  Telesphere, 
too,  has  fallen  out  of  favor.  Now,  with 
its  900  business  shrinking,  it's 
scrambling  to  keep  an  open 
line  to  the  future. 

The  Oakbrook  Ter- 
race (111.)  company  dis- 
closed in  late  August 
that  it  lost  $9.6  million 
in  the  second  quarter — 
257'  more  than  its  first- 
quarter  losses.  That  put 
it  $17  million  in  the  red 
on  sales  of  $195  million 
by  June  30.  Now,  the 
company  isn't  paying 
the  hundreds  of  infor- 
mation providers  (IPs) 
that  develop  900  pro- 
gramming, get  phone 
lines  from  Telesphere, 
and  depend  on  it  for 
billing  and  collection. 
That  has  set  off  a  stam- 
pede of  complaints  to 
the  Federal  Communi- 
cations Commission  and 
state  regulators  and  a 
rash  of  suits  by  unpaid 
IPs  (table).  "If  we  wait," 
explains  Gene  F.  Ste- 
vens, an  attorney  whose 
clients  have  sued  to  re- 
cover more  than  $30 
million  in  unpaid  fees 
and  damages,  "the  com- 
pany won't  be  here." 

The  suits  serve  as 
painful  testimony  to  the 
maturation  of  the  con- 
troversial 900-number 


industry.  The  11-year-old  business 
ploded  as  the  public  discovered  ph 
sex,  soaps,  'scopes,  and  jokes — in  a 
Cases  racking  up  monthly  charges 
thousands  of  dollars.  But  under  p 
sure  from  regulators,  consumers, 
parents  aghast  at  unregulated  charg 
fraud,  and  X-rated  programs,  lo 
phone  companies — which  serve  as  col 
tion  agents  for  Telesphere  and  the  otl 
long-distance  carri- 
ers— are  backing 
off.  At  customers' 
requests,   they  are 
erasing  contested  900 
charges  from  bills 


THE  MOVES  AGAINST  TELESPHERE 


AT&T  In  a  March,  1990,  suit,  AT&T  charges  that  a 
Telesphere  unit  stole  its  public-telephone  customers 
by  switching  them  to  Telesphere's  network  without 
their  knowledge  or  by  forging  their  signatures.  AT&T 
wants  Telesphere's  contracts  voided  and  damages 
paid.  Telesphere  is  disputing  the  case 


IP  TELECOMMUNICATIONS  The  Canadian  provider 
of  900-number  programming  charges  in  a  May, 
1991,  suit  that  Telesphere  diverted  funds  that  it  col- 
lected from  local  phone  companies  for  IP  Telecom's 
900  programs.  It  says  Telesphere  inflated  its  bad- 
debt  reserve  and  pledged  the  funds  as  collateral  to 
secure  loans.  Telesphere  is  fighting  the  case 


INFORMATION  PROVIDERS  GROUP  In  June,  1991, 
12  of  Telesphere's  customers  who  transmit  900-num- 
ber programming  filed  a  Federal  Communications 
Commission  complaint,  accusing  Telesphere  of  with- 
holding payments.  They  want  an  FCC  order  suspend- 
ing Telesphere's  authority  to  offer  interstate  900  ser- 
vice unless  it  pays  the  money.  A  similar  complaint  is 
pending  in  California.  Telesphere  disputes  the  claims 


OTHER  CUSTOMERS  Ten  of  Telesphere's  900-num- 
ber information  providers  say  the  telecom  company 
owes  them  $2.1  million  in  unpaid  fees.  On  Aug.  19, 
they  filed  an  involuntary  bankruptcy  petition  in  Chi- 
cago to  have  the  company  liquidated.  Telesphere 
wants  the  petition  thrown  out 


DATA  AMERICAN  TELEPHONE  &  TELEGRAPH  CO.,  FEDERAL  COMMUNICATIONS 
COMMISSION.  TELESPHERE.  BW 


68  BUSINESS  WEEK/SEPTEMBER  9,  1991 


INFORMATION  PROCES 


Iiritech  Corp.  will  forgive  any  900 
ge  the  first  time  a  customer  tries  to 
1 1  out  of  paying,  and  new  California 
[  lations  for  in-state  900  calls  will  be 
I  i  more  favorable  to  complainants. 
I  le  mounting  uncollectables  hit  Tele- 
I  re  harder  than  its  three  rivals  be- 
I  e  900  services  account  for  a  higher 
I  ion  of  its  revenues  and  more  of  its 

I  !  are  adult-oriented.  Now,  IP  suits 
pushing  it  close  to  the  edge.  On 
.  19,  10  IPs  filed  a  bankruptcy  peti- 

against  Telesphere  in  Chicago, 
sphere's  new  senior  management — 
hird  team  in  as  many  years — vows  a 
1  fight.  With  a  negative  net  worth 
106  million  as  of  June  30,  there's  not 
:h  for  unsecured  creditors  to  seize 
way.  Says  Executive  Vice-President 
;ene  Ruiz:  "The  value  in  this  busi- 
i  is  your  revenue  stream." 
fter  slowing  payments  early  this 
r,  Telesphere  in  May  told  local  phone 
panies  to  deposit  revenues  from  900 
3  directly  into  the  accounts  of  its 
■  ler  banks — and  soon  stopped  paying 
!  k  what  it  owed  the  IPs.  That  sent 
aiders  rushing  to  court  (table). 
ck  plan.  Telesphere's  response:  It 
its  either  to  pay  IPs  50$  on  the  dollar, 
he  form  of  company  stock,  or  to  re- 
15%  of  the  outstanding  IOUs  in  cash 
the  rest  in  the  form  of  discounted 
ismission  rates.  Telesphere  also  pro- 
es  a  special  account  that  only  the  IPs 
Id  draw  from,  into  which  local  phone 
ipanies  would  deposit  revenues  from 
calls. 

although  the  company  claims  60%  of 
creditors  are  going  along,  some  ma- 
ones  are  scoffing.  Given  the  90% 
p  in  Telesphere's  share  price  since 
7,  from  more  than  $8  to  50$,  many 
aren't  eager  for  its  stock.  "I  don't 
nt  stock,  I  don't  want  discounted 
ie,  all  I  want  is  my  money,"  fumes 
i  information  provider  in  California, 
sides,  the  plan  might  not  work  any- 
y  because  bank  lenders  are  objecting 
the  special  account. 
Still,  IPs  may  have  little  choice.  For 
>se  offering  dating  or  other  adult  ser- 
es, Telesphere  is  fast  becoming  the 
ly  available  carrier  as  its  competitors 
an  the  services  and  focus  on  business- 
ented  900  products  such  as  technical 
d  legal  advice.  Even  so,  Telesphere's 
*ner  on  the  market  is  no  guarantee  of 
rvival.  Its  900  service  revenue  plunged 
7o  in  the  first  six  months  of  1991,  and 
w  it's  trying  to  get  back  its  ordinary 
lg-distance  lines,  which  it  agreed  to 

II  to  MCI  Communications  Corp.  in 
irch.  It  also  made  recent  merger  over- 
res  to  another  company  that  provides 
erator  services,  but  was  quickly  re- 
iffed.  If  bankers  start  to  pull  the  plug, 
e  magic  number  at  Telesphere  may 
on  change  from  900  to  911. 

By  James  E.  Ellis  in  Chicago 


SPAR  FOR  THE  COURSE 

They're  contentious  and  contagious.  They  beat  spar. 
They're  The  McLaughlin  Group.  (Clockwise  from  left) 
Jack  Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes. 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 
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See  WhfSome  People 
Have  AflThe  Answers. 

They're  the  people  who  have  discovered  the  NEXIS"'  electronic 
information  service.  It  brings  you  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints  -  as  close  as  your  PC.  And  right 
now  you  can  try  the  NEXIS'"'  service  for  as  little  as  $500  per  month.  So 
call  today.  Because  having  all  the  answers  has  never  been  so  easy. 

NEXISXf® 


CALL1-800-227-4908  NOW. 


Oder  expires  November  30,  1991  ©1991  Mead  Data  Central,  Inc  All  rights  reserved 
NEXIS  and  LEXIS  are  registered  trademarks  tor  intormation  products  and  services  ofMead  Data  Central,  Inc 
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That's  what  we've  been  hearing  from  our 
customers  ever  since  we  introduced  the 
Premium5  Exec  "  386SX/20  computer.  In- 
dustry experts  are  also  enthusiastic. 

"The  excellence  of  the  screen  makes  this 
a  definite  winner.'"  The  Premium  Exec's 
VGA  display  achieves  superiority  by  using 
32  levels  of  gray.  Compaq"  and  Toshiba5 
only  use  16  levels.  How  about  size?  The 


'•ft* 


ASTsTh*  Clear  Choice! 

AST  Premium    Compaq    Toshiba    IBM  PS/2 
E»ec  386SX/20  LTE  386t/a)T2D00SXe     L^fl  SX 

B  Hard  Drive  (Models) 

20/40/60 

30/50         40/Ei  60 

20  MHz 

20  MHz     20  MHz     20  MHZ  1 

m 

-GO  MB  model;    U  S  iuaoei 

Premium  Exec  weighs 
less  than  notebooks 
by  IBM-  or  Compaq. 
Yet  its  full-sized  key- 
board (available  in 
19  different  major 
language  versions) 
won't  cramp  your 
style. 

Plus,  AST  provides 
software  to  keep  you  going:  MS-DOS," 
Laplink™  III  and  Battery  Watch:"  Toshiba 
simply  includes  DOS  and  others  give 
you  no  software  at  all.  And  our  full  ar- 
ray of  options  such  as  FAX  modems, 
numeric  keypads  and  spare  battery 
packs  will  further  increase  your 
productivity. 

As  for  service,  nobody  does  it  better. 
Premium  Exec  owners  can  rely  on  free 
comprehensive  direct  support  programs, 
a  worldwide  network  of  authorized  serv- 


ice centers  and  ExeCare,"* 
an  optional  program  guar- 
anteeing you  service  or 
replacement  within  24  hours. 

Even  with  its  386SX  processor  and  20 
MHz  speed,  the  Premium  Exec  is  still  priced 
$700-$2200  less  than  Toshiba,  Compaq  and 
IBM.  "AST  has  succeeded  in  delivering  SX 
power  and  portability  at  desktop  prices. 
Can  you  ask  for  anything  more?"3 

1-800-876-4AST  or  (714)  727-9292. 

Footnotes  I  -  Government  Computer  News.  Apnl  1.  1991  2  -  PC  User  (United  King- 
dom!, Aprt)  9,  1991  AST  markets  products  worldwide  outside  ot  the  United  States  and 
Canada  call  AST  International  on  (714)  727-9292  or  fax  to  (714)  727-9360  AST.  AST  logo 
and  Premium  registered,  hxei  ami  ILxeC are  trademarks  AST  Research.  lm  The  Intel 
Inside  logo  is  a  trademark  O.  Iniel  Corporation  All  other  brand  and  product  names  are 
trademarks  or  registered  trademarks  of  their  respective  companies  Copyright  t)  1991 
AST  Research,  Inc  All  right*-  reserved 


COMPUTER 

The  Power  Of 


velopments  to  Watc 


D  BY  NAOMI  FREUNDUCH 


ILE— 

U'RE  ON  CUSPID  CAMERA 


Ever  thought  about 
watching  a  video  of 
your  teeth?  A  French  X- 
ray  company,  Trophy 
Radiologic  has  devel- 
oped a  technique  for  ob- 
taining detailed  dental 
images  while  also  reduc- 
ing exposure  to  radiation 
by  907'.  The  key  to  this 
technology — called  Ra- 
dioVisioGraphy  or  RVG — 
is  that  it  eliminates  X- 
ray  film.  Instead,  a 
tongue-depressor-shaped 
;or  is  placed  in  the  mouth.  The  sensor  instantly  relays  X- 
signals  to  a  screen  in  the  office,  shortening  the  exposure 
i  needed  to  create  an  X-ray  image  on  film, 
he  video  image  can  be  enlarged  and  adjusted  for  more 
trast,  and  a  copy  can  be  printed  out  for  a  patient's  records. 
;  is  now  used  in  Europe  and  was  recently  approved  by  the 
d  &  Drug  Administration  for  use  in  the  U.  S.  The  RVG 
ipment  is  expensive — around  $27,500,  vs.  $5,000  for  a  tradi- 
al  X-ray  machine.  But  Dr.  Charles  A.  Babbush,  an  oral 
jeon  at  Mt.  Sinai  Medical  Center  in  Cleveland,  believes  that 
ive  years  the  technology  will  replace  today's  dental  X-rays. 


JRNING  ANIMALS 

ITO  LIVING  DRUG  FACTORIES 


["ransgenics  is  the  burgeoning  field  of  altering  an  animal's 
I  genetic  makeup  by  inserting  a  foreign  gene  into  an  em- 
'o.  The  promise  for  the  technology  is  to  slip  a  gene  that 
(duces  a  particular  drug  or  protein  into  animals  and  turn 
'  'in  into  living  factories.  And  now,  that's  becoming  a  reality, 
i  n  the  September  issue  of  the  scientific  journal  Bio/Tech- 
logy,  scientists  report  three  major  advances:  In  one,  re- 
lrchers  at  Pharmaceutical  Proteins  Ltd.  in  Edinburgh,  Scot- 
j  id,  have  produced  five  sheep  that  carry  a  gene  for  an 
zyme  that  can  prevent  mucus  buildup  in  the  lungs  of  emphy- 
ma  sufferers.  These  sheep  secrete  this  enzyme  in  their  milk, 
lother  group,  at  GenPharm  International  in  the  Netherlands, 
gineered  a  transgenic  calf  whose  female  offspring  will  se- 
3te  the  human  protein  lactoferrin  in  their  milk.  This  protein 
.s  antibacterial  properties  and  could  be  used  in  infant  formu- 
b  and  for  patients  with  weakened  immune  systems. 
Finally,  scientists  at  Tufts  University  and  Genzyme  Corp.  in 
imbridge,  Mass.,  report  that  they  have  produced  and  purified 
:conomically  significant  levels"  of  the  blood-clot-busting  drug 
■A — a  human  protein — in  the  milk  of  transgenic  goats. 


I0W  TO  TAKE  THE  FUSS  AND  MUSS 
IUT  OF  ASBESTOS  CLEANUP 


^^ne  of  the  worst  environmental  plagues  of  recent  years  is 
■^asbestos  fireproofing  in  high  rises,  schools,  and  other 
uildings.  Cleaning  up  the  contamination  isn't  easy:  handling 
le  cancer-causing  microfibers  requires  extra  precautions,  and 
sbestos  waste  must  be  buried  in  special  landfills.  However, 
^searchers  at  Georgia  Institute  of  Technology  are  taking  a 


different  approach.  They  have  used  an  electric  plasma-arc 
torch  to  melt  pure  asbestos  into  a  harmless,  glassy  material. 

Plasma-arc  technology — which  uses  a  stream  of  ionized 
gas — works  at  much  higher  temperatures  than  conventional 
furnaces  and  has  been  used  mainly  in  metal  processing.  The 
Georgia  Tech  team's  next  experiments  will  be  on  debris  laden 
with  asbestos,  nails,  and  other  construction  materials.  Re- 
searchers envision  mobile  plasma-arc  units  that  could  be 
hauled  to  cleanup  sites.  Once  the  asbestos  is  melted,  they  say, 
the  glassy  residue  could  be  used  as  construction  material. 


TI'S  NEW  SUPERALLOY 
COULD  SOON  TAKE  FLIGHT 


Bver  since  the  Wright  brothers'  first  flight,  researchers 
fcliave  hunted  for  lighter,  stronger  materials  for  aircraft 
parts  and  engines.  In  recent  years,  much  of  this  search  has 
focused  on  an  exotic  metal  called  gamma  titanium  aluminide. 
It  is  lighter  than  the  nickel-  and  cobalt-based  superalloys  used 
in  most  aircraft  engines,  and  it  can  withstand  the  superhigh 
temperatures  generated  by  the  most  efficient  jet  engines.  But 
there's  a  problem:  The  metal  is  extremely  brittle — and  shaping 
it  into  the  thin  foils,  or  sheets,  that  are  mixed  with  ceramic 
fibers  to  form  shafts,  turbine  blades,  and  other  crucial  struc- 
tural parts  of  an  engine  has  proved  impossible. 

Now,  researchers  at  Texas  Instruments  Inc.'s  Metallurgical 
Materials  Div.  in  Attleboro,  Mass.,  have  found  a  potentially 
economical  way  of  producing  the  foils.  It's  a  proprietary  meth- 
od for  manufacturing  the  metal  at  room  temperature,  or  "cold 
rolling"  the  foils.  Using  this  process,  engineers  can  tailor  the 
foils  for  particular  uses  by  controlling  the  physical  properties 
of  the  material.  The  next  step  is  to  bring  down  the  manufac- 
turing cost  so  that  the  metal  can  compete  with  the  superal- 
loys— something  TI  is  optimistic  it  can  do.  One  big  benefit:  Tl 
claims  that  with  this  process,  a  NASA-Air  Force  timetable  to 
double  jet-engine  efficiency  by  the  year  2000  should  be  met. 


A  'MAGAZINE' 

YOU  CAN  TAPE  OFF  YOUR  TV  SCREEN 


In  the  wee  hours  of 
Oct.  1,  Future  Media 
StillFrame  "magazine" 
will  make  its  blurry  de- 
but. In  just  30  seconds, 
900  pages  of  news  about 
high-tech  subjects,  espe- 
cially developments  in 
multimedia  technology, 
will  be  "printed"  on  ev- 
ery television  screen 
tuned  to  San  Francisco's 
KOFY-TV.  Nobody  can 
possibly  read  that  fast, 
of  course.  You're  sup- 
posed to  tape  the  broadcast  with  a  videocassette  recorder  and 
then  play  it  back  still  frame  by  still  frame. 

The  brainchild  of  Taylor  Barcroft,  founder  of  StillFrame 
Bureau  in  Berkeley,  Calif.,  the  idea  has  some  novel  twists. 
Production  is  inexpensive,  handled  with  a  Macintosh  computer 
and  desktop  publishing  software.  There  are  no  printing,  paper, 
or  distribution  costs,  just  the  expense  of  a  post-midnight  TV 
spot,  which  will  double  to  one  minute  for  StillFrame's  Novem- 
ber issue.  For  revenue,  Barcroft  plans  to  sell  scores  of  "print" 
ads  inside  his  ad.  But  several  stations  have  refused  to  air  the 
magazine,  because  they  prohibit  "subletting"  of  ads. 
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SPACE  I 


THE  LILLIPUTIANS  WHO 
MAY  CONQUER  MARS 


NASA  labs  are  designing  tiny,  smart  unmanned  craft 


high 
first 


ressed  in  corduroy  Levis  and  T- 
shirts,  Bill  Kaiser  and  his  team 
of  fresh-faced  engineers  look  like 
school  students  determined  to  win 
place  in  a  science  competition.  But 
this  is  no  school  project.  Working  out  of 
cluttered,  windowless  offices  at  the  Jet 
Propulsion  Laboratory  in  Pasadena, 
Calif.,  the  35-year-old  Kaiser  and  other 
scientists  are  hatching  plans  to  invade 
the  planet  Mars.  The  invasion  force:  two 
dozen  small,  supersmart  unmanned 
spacecraft  that  would  scour  the  red 
planet  for  signs  of  ancient  life. 

JPL's  proposed  minimarauders  could 
open  a  new  era  of  space  exploration.  For 
decades,  NASA  has  staked  its  fortunes  on 
huge,  high-risk  ventures  such  as  the 
space  shuttle,  the  space  station,  the  Gali- 
leo spacecraft  to  Jupiter,  and  other 
megaprojects  that  cost  billions  of  dol- 
lars. A  proposed  $500  billion  manned 
mission  to  Mars  by  the  year  2025 — 
which  has  the  backing  of  the  Bush  Ad- 
ministration— would  be,  by  far,  the  most 
extravagant  plan  yet. 

But  with  their  research  funding  under 
attack  by  Congress  and  huge  projects 
siphoning  off  resources, 
some  kasa  labs  are  now 
hoping  to  sell  the  space 
agency  on  a  better  idea: 
jpl,  xasa  Ames  Research 
Center  in  Mountain  View, 
Calif.,  and  others  envi- 
sion a  new  generation  of 
small,  inexpensive  probes 
that  minimize  the  costs 
of  space  travel — and  low- 
er the  price  of  failures. 
On  Aug.  29,  the  rival  labs 
were  to  ask  NASA  head- 
quarters for  money — up 
to  $1  million — to  go  for- 
ward with  advanced  re- 
search. This  is  "a  fun- 
damentally different  ap- 
proach to  space  travel," 
says  Elizabeth  Pres- 
tridge,  a  spokeswoman 
for  the  National  Space 
Council,  a  policy  group 
headed  by  Vice-President 
Dan  Quayle. 
The     smaller  craft 


would  be  more  than 
simply  cheaper  to  lift 
into  orbit.  Crammed 
with  microrovers  and 
micro-instruments  to 
measure  the  planet's 
atmosphere  and  its 
makeup,  JPL's  ver- 
sion of  the  so-called 
Mars  Space  Network 
would  deploy  equip- 
ment 1,000  times 
smaller  yet  hundreds 
of  times  more  sensi- 
tive than  instru- 
ments used  on  to- 
day's spacecraft.  That,  says  JPL  chief 
scientist  Moustafa  Chahine,  will  prove 
"absolutely  revolutionary.  This  isn't  a 
distant  dream.  We  have  the  technology." 
SMALL  birds.  Money  is  another  story. 
JPL  has  to  convince  NASA  that  its  micro- 
mission  to  Mars  is  worth  the  more  than 
$1  billion  it  would  cost.  At  the  moment,  a 
cheaper,  lower-tech  plan  from  Ames, 
called  Mars  Environmental  Survey 
(MESUR),  enjoys  more  support  at  NASA 
headquarters.  The  MESUR  mission  would 
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cost  $800  million  and  would  send  16  lfl 
ers  with  simpler,  larger  instrument 
and  no  rovers. 

Whether  NASA  eventually  opts  fori 
JPL  or  the  Ames  Mars  mission,  the  pi 
toward  small  spacecraft  seeks  to  ex]l 
the  microtechnoll 
that  has  alrel 
transformed  corn! 
ers,  stereos,  and  1 
visions  into  laptl 
Walkmans,  and  pj 
et  TVs.  The  Pent 
has  begun  devi 
ing  microsatell 
for  the  Strategic 
fense  Initiative, 
NASA  recently  sa 
may  modify  pi 
for  its  Earth  Obsi 
ing  System,  usin 
fleet  of  smaller  b 
instead  of  a 
huge  satellites. 

NASA  is  consider 
the  first  launch 
robotic  Mars  exp 
ers  in  about 
years,  before  tackling  the  goal  of  la 
ing  humans  on  Mars.  Under  the  Ar 
plan,  a  medium-size  Delta  rocket  wo 
launch  a  cluster  of  four  relatively  sm 
330-pound,  pancake-shaped  craft  ti 
would  make  their  way  independently 
Mars  on  an  11-month,  100-million-n 
journey.  The  landers  would  deploy 
parachute  and  an  airbag  to  smooth 
touchdown. 

Instruments  aboard  the  landers  wo 
probe  the  atmosphere,  continuou 
beaming  data  on  te 
perature,  humidity, 
winds  back  to  ean 
They  would  also  measi 
the  intensity  and  fi 
quency  of  seismic  acti 
ty.  As  more  landers  to 
up  positions  across 
planet,  scientists  wot 
be  able  to  piece  togeth 
an  increasingly  cohere 
picture  of  Martian  weal 
er  patterns,  seasons, 
the  planet's  interi 
structure. 

JPL's  plan  is  technoloj 
cally  even  more  am 
tious,  which  helps  expl; 
its  higher  cost.  A  small 
rocket  would  boost 
cluster  of  four,  290-poui 
egg-shaped  craft.  Th( 
would  travel  as  a  unit 
fore  separating  in  Mai 
orbit  to  head  for  diffe 
ent  spots  on  the  plane 
In  both  the  Ames  and 
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THERE  WHEN 
IT  COUNTS. 


138  years  of  claims  paid. 

138  years  of  dividends  paid. 

138  years  of  meeting  our  obligations 

to  our  insureds,  our  employees,  our 
distributors  and  shareholders.  ' 

It's  a  record  of  rare  strength  in  these 
days  ot  "here-today-gone-tomorrow" 
companies.  And  it's  a  record  we  are 
well  positioned  to  continue  with  a  $9.3 
billion  investment  portfolio,  one  of 
the  highest  quality  portfolios  in  the 
industry. 

Eighty-four  percent  of  the  assets  in 
our  portfolio  are  fixed  maturity  invest- 
ments with  an  average  quality  of  AA+. 
Common  stocks  represent  8  percent. 
Only  2  percent  of  our  investments 
are  in  mortgage  loans.  And  less  than 
1  percent  of  our  portfolio  is  below 
investment  grade  (junk  bonds). 

Continental -confident,  stable 
and  there  when  it  counts. 


:  SM 


^Continental 
Insurance, 


scenarios,  two  of  the  four  probes  would 
land  on  Mars's  North  and  South  poles  to 
sample  ice  and  frozen  gases. 

Once  these  probes  had  landed,  a  scene 
out  of  science  fiction  would  unfold.  The 
tops  of  the  jpl  landers  would  fold  out  to 
deploy  a  pair  of  rovers.  Resembling  ra- 
dio-controlled toy  cars,  they  would 
spread  out  for  a  half-mile  to  deploy  more 
sensitive  instruments  away  from  inter- 
ference from  the  lander.  Light-sensitive 
chips  and  microprocessors  would  help 
the  rovers  steer  clear  of  rocks  and  deep 
ravines.  "We  want  our  little  rovers  to 
learn  as  they  roam  around  the  surface," 
says  Chahine.  "If  they  can't  get  around 
an  obstacle,  they  won't  make  the  same 
mistake  twice." 

The  first  flock  of  rovers  would  deploy 
microsize  scientific  instruments  designed 
by  Kaiser's  team.  Seismometers  no  big- 
ger than  a  pack  of  cigarettes  would 
measure  the  slightest  movements  far  be 
low  the  Martian  crust.  Tiny  spectro- 
meters would  analyze  the  planet's  sur- 
face composition. 

nature  hunt.  Within  about  six  y< 
the  first  landing,  as  many  as  24  micro- 
stations  would  dot  the  surface  of  Mai's, 
sending  hack  reams  of  data  from  the 
planet's  deep  canyons,  ancient  dry  lake 
beds,  and  W.OOO-foot  mountain  peaks.  In 
later  flights,  miniature  sanders,  shovels, 
and  microscopes  would  sense,  poke,  and 
photograph  patches  of  Mars's  surface  in 
search  of  fossilized  microorganisms  and 
other  clues  to  the  planet's  past.  The 
lander  would  relay  data  to  orhiters  and. 
from  there,  back  to  earth  via  JPL's  Deep 
Space  Network. 

Because  it  takes  radio  signals  40  min- 
utes to  make  a  round  trip  from  earth  to 
Mars,  sensors  on  board  the  lander* 
would  have  to  take  over  in  the  event  of 
navigational  failures,  telling  the  rovers 
to  halt  rather  than  hurtling  down  a  ra- 
vine, But  where  failure  of  a  key  part  on 
a  one  of  a  kind  spacecraft  such  as  Gali- 
leo or  the  Hubble  telescope  can  cripple 
the  mission,  the  complete  loss  of  one 
rover  or  even  one  of  the  Ames  land- 


arketin 


wouldn't  send  Us  designer 


ors 

iitjS  for  the  Maalox:  Kach  would 
sent  onl\  a  small  fraction  of  the 
mission's  cost. 

Still,  i he  scientist: 
plenix  of  snafus  Next  month.  JPI  eng> 

side  1  .<•■  \    .  . 
I 
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TARGETING  I 


GETTING  'EM 

WHILE  THEY'RE  YOUNG 


How  marketers  are  using  kids  to  influence  grown-up  purchaj 


s 


he's  only  14,  but  around  her  house 
dn  Yorktown,  N.  Y..  Megan  Kautz 
is  already  the  consumer  expert. 
After  a  careful  search  for  the  best  price, 
Megan  has  chosen  the  family  coffee 
(A&P's  Eight  O'Clock  brand).  This  bar- 
gain maven  also  has  a  conscience, 
thanks  to  school  lessons  on  the  environ- 
ment. Megan's  mother.  Pat  Murphy, 
bought  some  Pantene  hair  spray — the 
aerosol  kind.  Says  Megan:  "I  told  her 
to  get  the  pump  version." 

Meet  some  of  the 
hottest  targets  in  mar- 
keting. Millions  of 
teenagers  and  children 
influence  parents' 
choices  of  some  very 
grown-up  purchases, 
from  software  to  the 
family  vacation.  Hefty 
allowances,  gifts,  and 
savings  from  odd  jobs 
give  preteens  plenty 
of  cash  to  spend  on 
their  own — billion 
by  some  estimates. 
But  that  figure  pales 

rex:  to  the  household  

purchases  chudrer.  affect  through  their 
opinions  and  tastes.  James  MeXeal.  a 
marketing  professor  at  Texas  a&m  Uni- 
versity, estuuates  that  4-to-  12-year-olds 
influence  purchases  of  more  than  $130 

The  pundits  say  the  reshaping  of 
American  family  hfe  and  leisure  rime 
has  given,  "wis  this  trer.wr.dous  clout. 
Working  and  single  parents  are  so  time- 
pressed  that  they  ceoe  more  influence  on 

■    .  - 

-  - 
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Inc.,  which  tracks  trends  amoi 

Small  wonder  that  marketers  ant< 
reach  these  small  wonders.  At  17  1 
sorts,  Hyatt  Hotels  Corp.  offei 
rate  kids'  programs  called  CampHyat 
They  offer  sports  lessons,  potter  claa 
es,  movies,  and  video  games.  Bu: 
another  motive:  Hyatt  later  send  Caa 
Hyatt  grads  news  of  contests  anc:erti 
icates  for  resort  attractions,  "herd 
nothing  like  a  seven-year-old  asing  1 
times,  'When  are  we  going  back  i  th] 
hotel?'  to  get  ireil 


Estimated  value  of  household  purchases 
directly  influenced  by  children  4  to  1 2 

Billions  of  dollars 


FOOD  AND  BEVERAGES 

$82.39 

PLAY  AND  LEISURE 

16.86 

APPAREL 

13.16 

AUTO 

8.87 

ELECTRONICS 

3.57 

HEALTH,  BEAUTY  AIDS 

3.06 

OTHER 

3.79 

TOTAL 

$131.70 

DATA;  JAMES  McNEAL.  TEXAS  A&M  UNIVERSITY 
MARKETMGDEPT 


to   go   back,'  say 
Marc  Yanofsk   Hy  I 
att's  senior  vic-presif 
dent  for  markeng.  ' 

If  you  find  a  thi  » 
somewhat  dist 1 
you're  not  alor.  Po^- 
one  thing,  pare;s  a 
ready  have  a  har- 
time  fending  of  kids 
demands  for  stuf.  Be 
cause   kids  ca  b 
acutely  statu-con: 
scious.  those  deiand^ 
are  often  for  tf  coo 
brand    of   tht  mo 
ment — Bausch  &   Lomb  Inc.'s  Ciller 
Loop  sunglasses,  for  examph  ho 
among  Southern  California  15-yer-oldf 
and  running  up  to  S120. 
mail  fans.  I   aling  with  the  requet 
her  four  budding  consumers  is  "a  all-  ■ 
day  process."  says  Man"  Ann  Mariotti. 
a  mother  in  Plainsboro.  X.J.  Th  kids 
are  even  insisting  that  the  family  rade 
in  its  Taurus  station  wagon  for  a  odge 
Caravan.  Consumers  Union,  whicl  pub- 
lishes a  version  of  its  Consume  Re- 
ports for  kids,  recently  printed  a  tudy 
attacking  many  programs,  includin  var-rv 
ious  kids'  clubs  and  marketer-sporored 
school  activities.  "At  a  time  wheikids 
need  to  learn  how  to  consume  thoght- 
fully.  numerous  promotional  mesiges 
are  teaching  the  opposite."  it  says 

But  kids' clubs  and  similar  campigns 
work  because  children,  not  yet  jadi  by 
decades  of  junk,  love  to  get  mai  and 
booklets.  According  to  Griffin  lical, 
more  than  two  doaen  major  corporaons 
have  started  kids"  clubs  since  989. 
Kraft  General  Foods  Group  has  or.  for 


MACETINC 


HE  CARTS:  SOME  PARENTS  ARE  GRATEFUL  FOR  THE  DIVERSION— AND  IF  KIDS  TOSS  IN  EXTRA  ITEMS,  A&P  DOESN'T  SQUAWK 


aroni  and  cheese  eaters,  while  Delta 
Lines  Inc.  has  700,000  children  in  its 
tastic  Flyer  club.  Burger  King 
p.  has  2.7  million  members  in  its  Kids 
which  publishes  six  newsletters 
itten"  by  various  cartoon  characters. 

also  get  iron-on  T-shirt  logos  and 
vity  booklets.  Analysts  credit  the 
)s  and  tie-ins  with  popular  cartoon 
ares  with  a  pickup  in  business  for  the 
chain. 

irocery  stores  are  another  way  to 
ch  children.  According  to  Susan  Alex- 
ier,  marketing  director  for  Time 
irner  Inc.'s  Sports  Illustrated  for 
is,  78%  of  the  magazine's  subscrib- 
i — roughly  ages  8  to  14 — have  been 
)d  shopping  in  the  last  month.  And 
Is  such  as  Hillary  O'Rourke  of  Auro- 
Colo.,  know  a  lot  about  stores.  Hilla- 
12,  learned  from  TV  ads  about  the 
ar-Mor  discount  pharmacy  chain  he- 
re her  mother.  Now  they  shop  there. 
anting  seeds.  More  and  more  retail- 
s  are  catching  on.  The  Great  Atlantic 
Pacific  Tea  Co.  has  installed  little-kid- 
se  shopping  carts  in  100  of  its  stores, 
le  idea:  capture  the  imagination  of  ju- 
or  shoppers  and  make  parents  grateful 
at  the  kids  have  something  to  do.  And 
the  pint-size  consumers  toss  a  couple 
:  extra  goodies  in  their  carts,  well,  A&P 
n't  complaining.  Parents  like  the  idea — 
;  least  sometimes.  "My  girls  love  them. 
,'s  one  of  the  reasons  I  go  there,"  says 
nita  Rouse,  a  shopper  at  the  Allendale 


(N.  J.)  A&P.  Gail  DiBella,  mother  of  two 
boys  ages  5  and  4,  isn't  so  sure  about 
the  carts:  "My  younger  one  uses  them 
as  a  weapon,"  she  says. 

Such  hazards  don't  slow  down  the 
stores.  Memphis-based  Piggly  Wiggly 
Corp.  will  have  Piggly  Wiggly  Pals 
Clubs  in  150  of  its  800  franchised  super- 
markets by  winter.  Kids  have  to  get 
their  membership  cards  stamped  at  the 
store  to  receive  such  items  as  the  Earth 
Pals  kit,  which  includes  tree  seedlings. 

And,  to  paraphrase  bank  robber  Willie 
Sutton,  marketers  are  also  going  to 
school,  because  that's  where  the  kids 
are.  There's  Whittle  Communications' 
controversial  Channel  One.  The  venture, 
which  gives  schools  TV  equipment  in  ex- 
change for  the  right  to  broadcast  2  min- 
utes of  commercials  and  10  minutes  of 
programming  a  day,  has  sparked 
charges  of  excessive  commercialism.  But 
more  than  9,000  schools  have  signed  up. 

Meanwhile,  publisher  Scholastic  Inc. 
creates  school  magazines  and  posters 
for  corporations  to  sponsor.  Sears,  Roe- 


Kids'  clubs  have  soared 
in  number  and  variety 
— there's  even  one  for 
Kraft  macaroni  and  cheese 


buck  &  Co.'s  Discover  Card  division  sup- 
ports Scholastic's  Extra  Credit,  which 
teaches  kids  about  personal  finance  and 
economics.  The  magazine  features  public- 
service  ads  about  the  importance  of  edu- 
cation and  community  work — along  with 
the  Discover  logo.  So  what  if  grade- 
schoolers  aren't  exactly  creditworthy 
yet?  "We're  looking  at  10  years  and  be- 
yond," says  Bill  Hodges,  marketing 
chief  at  Discover. 

under  the  influence.  Other  school  ef- 
forts pay  off  faster.  Apple  Computer 
Inc.  promotes  its  products  to  schools, 
both  because  they're  a  good  market  and 
because  it's  a  way  to  affect  parents' 
buying  decisions.  Laurence  Faust,  a  10- 
year-old  in  New  Orleans,  uses  an  Apple 
lie  at  his  school.  His  father,  David, 
bought  an  Apple  lie-Plus  for  their  home. 
Now,  says  David,  "Laurence  badly 
wants  AppleWorks,"  a  $140  software 
package  that  will  help  Laurence  com- 
pose the  novel  he  has  started.  "I'm  go- 
ing to  spring  for  it,"  his  father  says. 

Despite  occasional  criticism,  market- 
ers such  as  Burger  King  and  Discover 
defend  their  strategies,  saying  they 
don't  use  the  hard  sell.  What's  true  is 
that  children,  as  current  influences  and 
future  adults,  are  more  and  more  impor- 
tant— and  the  battle  to  influence  that 
influence  is  well  under  way. 

By  Christopher  Power  in  New  York,  with 
Sandra  Atchison  in  Denver,  Gail  DeGeorge 
in  Miami,  and  Dean  Foust  in  Washington 
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Cool 


THIS  SEASON, 
BOLD  ACCESSORIES 
PROVIDE  FLAIR  FOR 

NEWLY  SUBDUED 
SUITS 


'Cast 


Classic 


SPORTIER  SHIRTS 

iHt  SHAPE  OF  CLOTHES  TO  COME 

is  less  exaggerated,  patterns 
are  subtle,  almost  subliminal. 
After  pushing  earth  tones  for 
years,  haberdashers  now  offer 
icy  blues.  as  suits  swing  con- 
servative, the  extras  get  cre- 


ative-especially  dress  shirts, 
which  increasingly  resemble 
sports  shirts.  lhat's  due  to 
styling  (tab  collars,  off- 
shoulder  fit)  and  to  "colors 
you  wouldn't  have  dreamed  of 
a  year  ago-olive,  rust,  gray," 
says  Mark  Weber,  president 


of  shirtmaker  van  heusen. 
Stripes  are  also  in,  account- 
ing FOR  40%  OF  MANUFACTUR- 
ERS' sales.  Shirts,  sus  to 
$140:  Nick  Hilton, 
[rmenegildo  Iegna 


EDITED  BY 
TROY  SEGAL 


PHOTOGRAPHS  BY 
BARBARA  BORDNICK 
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NO  SWEAT 

Classic  argyle  never  gols  out, 

OF  COURSE.  Bill  JHL  STYLISH 

sweater  this  fall  sports  primi- 
tive, rough-hewn  patterns, 
suggestive  of  ancient  mexican 
or  American  Indian  designs. 
10  create  a  thick,  plush  feel- 
ing, many  makers  are  using 
washed,  raised-stitch  fabric. 
However,  thanks  to  an  in- 


creased USE  OF  superfine 
urns,  lighter-weight  wools, 
and  cotton-wool  blends,  a 
sweater  bought  in  autumn  can 
now  be  worn  all  year. 
Crew-neck  styles  predominate 
over  v-neck,  giving  wearers 
the  option  to  go  shirtless. 
Wool/acrylic  sweaters,  $235 
(left)  and  $275  (right): 
Mondo  di  Marco 


VESTED  INTEREST 

'This  fall,  5%  of  our  sales 
were  three-piece  suits,"  says 
designer  Nick  Hilton.  Not  so 
hot,  he  admits— except  that 
there  was  0%  interest  in  them 
last  year.  jhe  three-piece  suit 
probably  will  stay  a  niche 
item:  Today,  men  expect 


clothes  that  are  easy  to 
wear,  and  vests  are  comfort- 
able only  in  the  coldest  of 
weather.  Still,  the  three-piecii 
remains  a  supremely  elegant 
suit,  and-depending  on  the 
fabric-a  nice  option  for  the 
one-notch-below-formal  occa-  !! 
s/on.  Sun,  S975:  Nick  Hilton  ■ 
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GO  TO  BLAZERS 

In  more  formal  sartorial 
times-when  a  respectable  man 
never  appeared  without  a 
jacket  in  public-the  sports- 
coat  was  simply  a  casual  ver- 
SION Of  a  suit  coat.  But  since 

WEARING  A  WEEKEND  SACKET  IS 
DISCRETIONARY  NOW,  DESIGNERS 
HAVE  HAD  TO  SELL  COMFORT  AND 


VERSATILITY:  SPORTSCOATS  THAT 
DRESS  UP  WITH  A  TIE  OR  DOWN 
WITH  A  SWEATER.  MADE  WITH 
THINNER,  FLEXIBLE  LININGS, 
BLA1ERS  TODAY  HAVE  A  SOFT  AND 
SLOUCHY  FIT.  WORTH  WEARING, 
EVEN  WHEN  YOU  DON'T  HAVE  TO. 

Rust  sportscoat,  S590:  Joseph 
Abboud 


DNAL  BUSINESS 
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While  a  few  calf-length  num- 
bers ARE  APPEARING  IN  STORES, 

the  short  skirt  still  prevails. 
What  is  distinctive  this  fall: 
a  pleated  skirt  peeking  out 
from  under  an  elongated  jack- 
et, though  often  plaid;  these 
are  no  clunky  kilts.  many 
have  a  dropped  waist  or  are 
accentuated  with  side  buttons, 
creating  a  look  that's  far 
from  a  schoolgirl  uniform. 
Taupe  jacket,  $995,  and  skirt, 
$775:  Cerruti  1881 Celadon 
jacket,  $1,300,  and  skirt, 
$470:  Donna  Karan 
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INTERNATIONAL  FASHION 


M  A 


E  J 


A    M    E    R    f    c  A 


HARTSCHAFFNER&MARX 


Personal  Business 


CREATIVE  CRAVATS 

Think  of  the  tie  as  a  swipe 
oe  freedom  from  jhe  dress 
code,  where  a  man  can  still 
prime  like  a  cavalier.  just 
abode  any  color  combination 
coes-as  long  as  it's  in  mdeed 
jewel  tones— and  just  about 
any  design.  the  secret  is 
asymmetry.  tles  shouldn't 
seem  printed  erom  eloor  tiles. 
They  should  look  like 
grapevines,  elowers,  drift- 
wood, clouds,  or  just  a  bit 
oe  abstract  art.  tles,  $75  to 
$100:  Iegna,  Joseph  Abboud 


SILK  JEWELS 
Like  ties,  scarves  have  become 
miniature  tapestries,  displaying 
colors  that  grow  bolder  and 
designs  that  get  more  intri- 
cate each  year.  nowadays, 
many  executives  choose  to 
wear  scarves  in  place  of 
necklaces-not  surprising, 
since  at  $150  and  up,  these 
little  silk  squares  are  nearly 
as  dear  as  gold.  sllk  scarves, 

$185:  (ARTIER 


BEST  FOOT  FORWARD 

Your  suit's  a  basic  suit,  an* 
there's  not  much  to  be  don 
with  your  wing-tip  shoe.  so 
maybe  your  socks  can  make 
the  statement.  (onservative 
types  might  settle  for  a 
stripe  or  pattern  running  dl 
creetly  up  the  side;  the  mor 
daring  will  venture  into  moi 
els  that  are  decorated  all 
over,  with  anything  from 
amoebas  to  snowelakes.  then 
all  you  need  is  an  excuse  to 
put  your  feet  up.  socks,  $12 
to  $18  50:  F.  G.  Smith, 
Mondo  Di  Marco 
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During  The 
Breaking  In"  Process  Of  Most  Shoes, 
Exactly  What  Gets  Broken  In? 


With  most  shoes 
"breaking  in" 
is  a  painful  process.  Your 
fragile  foot  fights  against  stiff 
construction  and  generally 
ungiving  materials. 


Not  with 
A  lien- Edmonds.  Our  shoes 
are  constructed  and 
our  natural 


materials  selected,  to 
help  your  foot  fit  comfortably 
the  very  first  time  you 
wear  the  shoe. 

Allen 
Edmonds 


We  start  with  our 
molded  replicas 
of  the 
human 


foot 
called  "lasts." 
Our  proprietary 
lasts  are  sculptured  to 
match  precisely  with  the  foot's 
every  contour. 


Each  Allen-Edmonds 
shoe  style  is  assigned  a 
specific  last,  then  crafted 
entirely  around  it:  The  shoe's 

leather  upper  and  lining 
are  pulled  over  the  last  tightly, 

eliminating  wrinkles 
or  bumps.  The  sole  is  attached 
firmly  to  the  bottom, 
then  worked  until  it  reflects 
each  contour  of  the  last. 
This  process  gives  the 
shoe  a  footprint. 


As  it  is  worn,  the  shoe  molds 
effortlessly  to  the  shape  of  the 

individual  foot. 
Natural  leathers 
and  real 


cork  allow 
the  foot  to  settle.  In  short,  it  is 
the  original  comfort  shoe. 


So,  instead  of  using  the  foot 
as  a  blunt  instrument  to 
pound  a  shoe  into  submission, 
Allen-Edmonds  shoes  are 
designed  to  conform  to  your 
foot.  Without  a  fight. 

American  made 
Allen-Edmonds  shoes  are 
available  at  fine  stores 
worldwide. 

For  a  catalog  of  our  shoes 
and  where  you  can  purchase  them, 
md  $3.00.  Allen-Edmonds  Shoe  Corp., 

Box  998,  Dept.  261, 
Port  Washington,  Wl  53074  USA 


Nordstrom     •    Saks    Fifth    Avenue    •    M  a  c  y  '  s 
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CLOSE  FIT 

Ittl  OVERSIIED  LOOK  IS  OVER 

suits  for  bojh  sims  are  ci 
inc  back  jo  the  body.  base, 
on  traditional  british  stul 
men's  jackets  are  longer, 
sloping  naturally  along  thi 
shoulder  and  tapered  at  th 
waist,  though  a  wide  chest 
and  lowered  armqles  keep 

THE  TIT  MORE  COMFORTABLE  Tl\n 
THAT  OF  AN  AUTHENTIC  SAVILE 

Row  sun  Parallel  changes 
are  happening  in  women's 
wear.  Shoulder  pads  have 
shrunk,  even  disappeared  en 
tirely  in  some  cases.  jacket 
are  nipped-in  and  buttoned 
up-sporting  three,  four,  ev 

FIVE  BUTTONS.  THEY  ADD  DETAli 
TO  WHAT'S  OFTEN  A  LAPEL-LESS 
COAT-THOUGH  HARDLY  NEW,  Jfljo 

el  or  scoop-collar  jackets 
especially  in  vogue  this  yea^]i> 
The  result:  a  highly  tailored 
form-fitting  silhouette.  gra\ 
glen-plaid  suit,  $520:  edwar 
Sexton  of  Savilf  Row.  Black 
double-breasted  jacket,  $560 
and  silk  skirt,  $240:  carmel 
pomodoro 

lo 
in  6 

I 


C:  i 

a 

Express 


D 


amine 
fit 


Blouses,  shirts,  and  ties 
provided  by  the  designers. 
Additional  shirts  by  Hart 
Schaffner  &  Marx.  Belts 
by  T.  Anthony.  Jewelry 
by  Elizabeth  Locke, 
Elizabeth  Rand.  Watches 
by  Chopard  Geneve 


Bit 


hi, 


■  1: 
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 c  l  in 

27 
million 
Americans 
cant  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


Goincil  Coalition  for  Literacy 
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JOURNEY  IS  ITS  OWN  REWARD. 
BUT  WE'LL  THROW  IN  A  FREE 
TICKET  ANYWAY. 


NORTHWEST  AIRLINES 


uvestment  Figures  ofthe  Wee 


3  KENTARY 

}  >ck  market  recovered  from 

(t  tup-related  doldrums  of  last 

/  The  Dow  Jones  industrial 

i>  ge  gained  nearly  50  points 

|t  I  the  week,  while  a  broad, 

f  int  advance  was  sustained  on 

V  28.  Bond  traders,  meanwhile, 

v  ebullient,  buoyed  by  eco- 

li  data  signalling  continued 

C  teres,  rates.  The  average 

}j  ■>{  five-year  notes  was  the 

c  t  since  February,  1  987,  as  re- 

ij  numbers  showed  a  0. 1  %  de- 

*|  n  the  gro«s  national  product 

j  3  the  second  quarter,  vs.  a 

>  >usly  reported  0.4%  gain. 


STOCKS 

Aug.  Feb 


Aug.   Aug  22  28 


BONDS 

Aug       Feb       Aug    Aug  22-28 


THE  DOLLAR 

Aug.       Feb.       Aug    Aug.  21-28 


52-week  change 
+M.3% 


396.64 
395  1350 


Lehman  Brothers 
Treasury  Index 


1350  100 

1345  06 


J. P.  Morgan 
Index 


1  -week  change 
+  1.5% 


52-week  change 
+8.2% 


1  -week  change  52-week  change 

+0.1%  +4.5% 


1-week  change 
-0.5% 


i: 


RKET  ANALYSIS 


STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
OMPANIES  (Russell  1000) 
L  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

3055  2 
207.7 
178.2 
220  6 

1.8 
1.5 
1.9 
1.5 

16.1 
24.1 
27.2 
24.2 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  S00  DIVIDEND  YIELD 
S&P  S00  PRICE/EARNINGS  RATIO 

5.45% 
8.06% 
3.1% 
20.3 

5.43% 
8.07% 
3.2% 
20.0 

7.7% 
8.9% 
3.6% 
15.1 

EIGN  STOCKS 

Latest 

%  thange  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

379  3 
53.7% 
0.40 
2.50 

378.3 

Positive 

ON  (FINANCIAL  TIMES  100) 
0  (NIKKEI  INDEX) 
NT0  (TSE  COMPOSITE) 

2624  2 
21,621.63 
3521.3 

0.9 
-1.9 
0  3 

23.5 
-13.1 
5.4 

46  3% 

0.48 

2.75 

Negative 
Neutral 
Neutral 

IDUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

R-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

RS0NAL  LOANS 

13.9 

63.9 

BENEFICIAL 

17  7 

46  8 

63  Ve 

I0ES 

1 1.7 

89  5 

GENESCO 

16.7 

81  5 

6  Va 

'ECIAITY  RETAILERS 

10  5 

50.4 

CIRCUIT  CITY  STORES 

28  3 

21.2 

22  Va 

)FT  DRINKS 

10  3 

56.1 

COCA-COLA 

10.5 

65  7 

64  5/e 

EPARTMENT  STORES 

9.2 

517 

DAYTON  HUDSON 

17.0 

41.4 

78  1  B 

IR-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

OLD  MINING 

-1 1.2 

-33.9 

HOMESTAKE  MINING 

-11.8 

-31.4 

15 

JT0M0BILES 

-7.3 

-3.6 

CHRYSLER 

-15  3 

-2.1 

11  % 

IRLINES 

-5.1 

27  9 

DELTA  AIR  LINES 

-9.7 

19.3 

66  y8 

K0ADCASTING 

-4  4 

0  8 

TELE  COMMUNICATIONS 

-6.9 

33  3 

13  1/2 

RANSP0RTATI0N  SERVICES 

-3.9 

7.5 

FEDERAL  EXPRESS 

-7.1 

5.0 

39  'A 

UTUAL  IUNDS 


MORNINGSTAR  INC 


[DIRS 

LAGGARDS 

'-week  total  return 

% 

Four-week  total  return 

% 

III  &  BEAR  SPECIAL  EQUITIES 

14.2 

STRATEGIC  INVESTMENTS 

-16.3 

TEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 

12.7 

UNITED  SERVICES  GOLD  SHARES 

-15  7 

IPPENHEIMER  GLOBAL  BIO-TECH 

115 

INTERNATIONAL  INVESTORS 

-11.9 

week  total  return 

% 

52-week  total  return 

% 

IDELITY  SELECT  BIOTECHNOLOGY 

86  8 

RUSHM0RE  PRECIOUS  METALS  INDEX  PLUS 

-36.0 

iGM  CAPITAL  DEVELOPMENT 

85.7 

STRATEGIC  INVESTMENTS 

-34.7 

INANCIAL  STRATEGIC  HEALTH  SCIENCES 

83  8 

STRATEGIC  SILVER 

-34.7 

L^LH  s&p  500 

4-week  total  return 


1  1    Average  fund 

52-week  total  return 


3E  M 


ELATIVE  PORTFOLIOS 


liar  amounts 
•resent  the  present 
lue  of  $10,000 
ested  one  year  ago 
each  portfolio 

'centages  indicate 
5-day  total  returns 


U.  S.  stocks 
$12,351 

+  1.55% 


llll 


Treasury  bonds 
$12,196 

+0.24% 


Money  market  fund 
$10,585 

+0.1 1  % 


Foreign  stocks 
$9,647 
+3.48% 


DATA  RESOURCES  INC 


Gold 
$8,601 

-2.15% 


data  on  this  page  are  as  of  market  close  Wednesday,  August  28,  1991,  unless  otherwise  indicated 
ustry  groups  include  S&P  500  componies  only,  performance  and  share  prices  are  as  of  market  close 


August  27  Mutual  fund  returns  are  as  of  August  23  Relative  portfolios  are  valued  as  of  August  27  A 
more  detailed  explanation  of  this  poge  is  available  on  request 
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EASE  THE  PAIN  OF  DISINTEGRATION . . . 


The  immense  upheaval  in  the  Soviet  Union  represents 
history's  most  colossal  shift  from  a  repressive,  au- 
thoritarian regime  toward  democracy.  It  also  promises 
to  result  in  the  most  prodigious  attempt  anywhere,  anytime 
to  leap  from  a  tightly  controlled  economy  to  a  more  open, 
market-driven  system.  The  failed  coup  seems  sure  to  accel- 
erate the  achievement  of  what  had  been  one  of  President 
Mikhail  Gorbachev's  main  goals  all  along:  to  connect  the 
closed  Soviet  system  to  the  global  economy.  When  newly  in- 
dependent republics  pursue  their  own  reforms,  this  seems 
likely  to  happen  in  a  more  piecemeal  fashion,  but  no  less 
surely.  As  the  Moscow  bureaucracy's  monopoly  of  decision- 
making crumbles,  emerging  entrepreneurs  are  bound  to 
look  outward  for  suppliers,  markets,  knowhow,  and  invest- 
ment partners.  The  eventual  result  is  likely  to  be  a  vast 
opening  for  Europe's  economic  dynamo.  What  could  be  in 
store,  over  the  decades  ahead,  is  the  emergence  of  a  huge, 
increasingly  interlinked  market  of  700  million  people  stretch- 
ing halfway  around  the  world. 

For  the  West,  there  are  both  dangers  and  opportunities  in 
the  Soviet  Union's  transformation.  Ancient  ethnic  and  na- 
tional rivalries,  long  bottled  up  under  the  repressive  rule  of 
czars  and  commissars,  could  erupt  in  violent  conflicts  and 
spill  over  to  neighboring  countries.  The  return  to  private  ini- 
tiative and  competition,  for  peoples  who  have  forgotten 


how  markets  work  during  70  years  of  Marxist  mismanl 
ment,  may  produce  instability  as  well  as  economic  grof 
But  the  economies  that  emerge  from  the  crumbling  Sol 
system  will  have  an  enormous  hunger  for  Western  prodi| 
technology,  management  knowhow,  and  investment. 

For  Western  Europeans,  there  will  be  little  choice  bu 
actively  engage  the  new  Soviet  Union  or  its  succeJ 
states,  politically  and  economically,  to  help  shape  a  peaq 
transition  to  a  new  order.  The  new  markets  to  the  east! 
give  yet  another  boost  to  Western  European  industry 
consolidates  its  gains  from  integration  within  the  EC. 

The  U.S.,  less  vulnerable  than  Western  Europe  to] 
mediate  political  and  economic  shocks  from  the  turr 
could  opt  to  stay  more  aloof  as  the  Soviet  republics! 
make  themselves.  But  to  do  so  would  be  to  forgo  the  cha 
to  influence  an  epochal  development  that  could  change  | 
world.  The  exhilaration  of  this  moment  cost  Americ 
dearly.  They  made  great  sacrifices  over  four  decadesi 
contain  aggression  by  the  Soviet  system  that  is  now  diJ 
pearing.  To  reap  the  benefits,  the  U.S.  must  join[ 
European  allies  in  helping  the  Russians  complete  their  t| 
sition  to  democracy  and  the  market  economy.  That  is 
best  way  to  ensure  the  continued  security  of  the  U.  S.- 
share  in  the  opportunities  in  the  vast  market  that  prom] 
to  emerge. 


...  AND  SPEED  INTEGRATION  WITH  THE  WEST 


The  question  is  not  whether  to  help  the  Soviet  Union, 
but  how.  President  Bush  is  on  target  when  he  brushes 
aside  suggest'ons  of  immediate  cash  infusions.  Given 
the  confusion  that  reigns  as  the  old  Soviet  empire  unravels, 
it's  a  certainty  that  any  cash  handed  over  to  the  discredited 
central  authorities  in  the  Kremlin  would  be  "pouring  money 
down  a  rat  hole,"  as  the  President  put  it  . 

Anyway,  most  of  the  Soviet  Union's  problems  aren't  the 
sort  that  can  !>e  solved  by  throwing  money  at  them. 
Democratic  principles  and  a  market  economy  can't  be  bought 
with  any  currency  except  the  willpower  and  resolve  of  the 
peoples  concerned.  For  the  pressing  problem  of  the  poor  har- 
vest and  the  daunting  prospect  of  feeding  2<S0  million  mouths 
through  a  long  and  bitter  winter,  the  West  should  supply 
food  and  other  emergency  help,  if  needed,  with  export  cred- 
its, not  cash. 

Even  hough  this  is  ot  a  time  for  cash  aid,  it  is  the 
time  for  action.  There  is  no  margin  for  delay.  A  workable 
blueprint  for  action,  called  the  "Gran.  Bargain,"  has  al- 
ready been  suggested  by  f)  "vard's  (.  aham  Allison  and 
Robert  Blackwill.  The  bargai  would  *  nsist  of  Western 
pledges  of  technical  support  an  financu  assistance  to  mo- 
tivate and  facilitate  Soviet  reform  strictly  d  to  specific  re- 
form measures  and  a  timetable  foi  •arrying  hem  out.  Real 


Western  resources  would  be  committed  only  after  rl 
Soviet  economic  reform,  which  despite  the  thrilling  eventf| 
Moscow  has  not  yet  occurred. 

What  can  the  West  do  to  help  now?  A  good  beginnj 
would  be  for  British  Prime  Minister  John  Major,  the  currf 
chairman  of  the  G-7,  to  visit  Moscow  as  soon  as  possible  vvl 
the  heads  of  the  International  Monetary  Fund,  the  Wol 
Bank,  the  Organization  for  Economic  Cooperation  [ 
Development,  and  the  European  Bank  to  demonstrate  dl 
matically  the  West's  commitment  to  help  Soviet  reform.] 
more  practical  purpose  would  be  for  the  agencies  to 
up  shop  in  Moscow  and  the  republics  to  help  with  t| 
preparation  of  concrete,  detailed  economic  reform  plans. 

The  West  should  explicitly  state  its  willingness,  once  t| 
reforms  are  under  way,  to  provide  substantial  funds  in  t;I 
clem  with  the  international  lending  institutions  for  balanl 
of-payment  support;  infrastructure  support  for  transporl 
tion,  communications,  energy,  and  defense  conversion;  al 
eventually  a  currency  stabilization  fund.  The  Preside! 
should  designate  a  top  adviser  to  coordinate  assistance  to  tl 
Soviet  reform  effort.  In  all  these  ways,  none  of  which  woj 
involve  any  aid  until  there  are  concrete  reform  resull 
Washington  and  its  major  allies  can  let  the  world  know  J 
stand  ready  to  help  reform  succeed. 
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"If  you  want  to  grow  old  as  a  pilot,  youVe  got  to  know 
when  to  push  it,  and  when  to  back  off."  o^y^ 


Throughout  his  remarkable  career, 
Chuck  Yeager  has  shown  an  uncanny 
talent  for  what  pilots  call  "pushing  the 
edge  of  the  envelope."  At  21,  only  three 
years  after  boarding  his  first  plane, 
Yeager  was  leading  a  squadron  of  fighter 
pilots  in  World  War  II.  And  at  the  age 
of  24,  he  became  the  first  person  to  fly 
faster  than  the  speed  of  sound. 

Attempting  such  dangerous  feats 
is  one  thing.  Living  to  describe  them 
to  your  grandchildren  is  another.  Dis- 
playing the  enormous  courage,  skill 
and  cool  judgment  needed  to  do  both 
has  made  General  Chuck  Yeager  an 
authentic  American  hero. 

Although  retired  from  the 
military,  Yeager  remains  a  man 
on  the  move.  He's  an  avid 
sportsman  with  a  lifelong 


love  of  the  outdoors,  a  lecturer  and  a 
consulting  test  pilot  who  still  loves  to  fly 
"Maybe  I  don't  jump  off  15-foot  fences 
anymore,"  said  Yeager,  "but  I  can  still 
pull  8  or  9  G's  in  a  high-performance 
aircraft."  And  in  all  his  exploits,  Yeager 
depends  on  a  rugged  and  reliable  time- 
piece. "I  wore  a  Rolex  40  years  ago  when 
I  broke  the  sound  barrier  and  I  still  do 
today,"  says  Yeager  matter- of- factly. 
"A  pilot  has  to  believe  in 
his  equipment.  That's  why  Vsl 
I  wear  a  Rolex."  ROLEX 


Rolex  GMT- Master  II  in  stainless  steel  and  18kt  gold  with  matching  Jubilee  bracelet 
Write  for  brochure  Rolex  Watch  USA.,  Inc  ,  Dept  556.  Rolex  Building.  665  Fifth  Avenue.  New  York,  N  Y  10022 

©  1991  Rolen  Watch  USA..  Inc  Rolex.  GMT-Master  ana  Jubilee  are  trademarks 


People  or  beans? 


There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 

We've  found  that  controlling  costs  while  mamtaining  the  quality 


of  care  aren't  mutually 
irreconcilable  goals,  bu 
in  fact  go  hand  in  hand 

And  when  they  do, 
everyone  stands  to  gain 

Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example 
94%  of  the  members 


enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensiv 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 

And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 
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The  production  index  was  little  changed  for  the  week  ended  Aug.  24  On  a 
seasonally  adjusted  basis,  output  of  lumber,  rail-freight  traffic,  paperboard,  coal,  and 
electric  power  increased.  Truck,  steel,  and  paper  production  declined  Auto  and 
crude-oil  refining  output  levels  were  unchanged  from  the  previous  week  Before 
calculation  of  the  four-week  moving  average,  the  index  advanced  strongly,  to  1 77.9, 
from  176.5  in  the  prior  week. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The  leading  index  was  flat  during  the  week  ended  Aug.  24,  as  the  inde; 
continued  to  signal  sluggish  economic  growth  in  the  coming  months  Stock  prices  wen 
lower,  and  the  growth  in  real  estate  loans  has  fallen  sharply  since  early  July.  On  th< 
plus  side  were  lower  bond  yields,  a  smaller  rate  of  decline  in  materials  prices,  c 
drop  in  the  number  of  business  failures,  and  an  increase  in  M2.  Prior  to  calculator 
of  the  four-week  moving  average,  the  index  dropped  to  209.8,  from  210.5. 

Leading  index  copyr.ghl  199  1  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEl  (8/31)  Ihous.  of  net  tons 

1,599 

1,583# 

-16.1 

AUTOS  (8/31)  units 

107,788 

1  1  l,948r- 

-14.2 

TRUCKS  (8/31)  units 

75,996 

70,691  r# 

2  2 

ELECTRIC  POWER  (8/31)  millions  of  kilowatt-hours 

65,905 

62,667# 

1  0 

CRUDE-OIL  REFINING  (8/3 1)  thous.  of  bbl./day 

14,099 

1  3,873# 

-0  5 

COAL  (8/24)  Ihous  of  net  tons 

20,837  = 

20,388 

0.2 

PAPERBOARD  (8/24)  thous.  of  tons 

820. 1# 

789  Or 

10.8 

PAPER  (8/24)  thous  of  Ions 

771. 0# 

771. Or 

0  0 

LUMBER  (8/24)  millions  of  ft 

515. 3# 

488.7 

7  4 

RAIL  FREIGHT  (8/24)  billions  of  ton-miles 

20.2# 

19,9 

-3.8 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA1,  SFPA-,  Association 
of  American  Railroads 

IMJiM'hNIII'MHHiiHH 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/4) 

135 

137 

141 

GERMAN  MARK  (9/4) 

1.74 

1.74 

1.56 

BRITISH  POUND  (9/4) 

1.69 

1.69 

1.89 

FRENCH  FRANC  (9/4) 

5.90 

5  90 

5  23 

CANADIAN  DOLLAR  (9/4) 

114 

1.14 

1.16 

SWISS  FRANC  (9/4) 

1.52 

1.52 

1  30 

MEXICAN  PESO  (9/4)' 

3,034 

3,034 

2.692 

Sources:  Major  New  York  bonks  Currencies  expressed  i 
pound  expressed  in  dollars. 

i  units  per  U.  S  dollar,  exce 

Dt  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/4)  $/troyoz. 

348  700 

354  500 

-9.0 

STEEL  SCRAP  (9/3)  #1  heavy,  S/ton 

97.00 

94  00 

16  0 

FOODSTUFFS  (8/30)  index,  1967=100 

202.5 

204  9 

4  8 

COPPER  (8/31)  c/ib. 

107.5 

104.8 

-19.5 

ALUMINUM  (8/31)  c/lb 

58  1 

57.9 

-29.1 

WHEAT  (8/31)  #2  hard,  $/bu. 

3.21 

3  07 

12  6 

COTTON  (8/31)  strict  low  middling  11/16  in.,  C/lb. 

65  19 

65.36 

-13.0 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 

Latest 
week 


Week 
ago 


%  Chan, 
year  m 


STOCK  PRICES  (8/30)  S&P500 


395.09 


386.40 


22 


CORPORATE  BOND  YIELD,  Aoa  (8/30) 


e  70% 


8.68% 


INDUSTRIAL  MATERIALS  PRICES  (8/30) 


97.0 


96  6 


BUSINESS  FAILURES  (8/23) 


3  39 


355 


16 


REAL  ESTATE  LOANS  (8/2 1)  billions 


$398.2 


$399.7 


MONEY  SUPPLY,  M2  (8/ 1 9)  billions 


$3,407.0  $3,400.4r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (8/17)  thous 


421 


430 


10 


Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  a 
justs  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Chan; 
year  ac 

C0NSTR.  SPENDING  (July)  annual  rate,  billions 

$404  9 

$398  7r 

10 

PERSONAL  INCOME  (July)  annual  rate,  billions 

$4,807  7 

$4,813. 3r 

3 

12  LEADING  INDICATORS  COMPOSITE  (July)  index 

1  45  4 

143.7 

-0. 

NEW  HOME  SALES  (July)  annual  rate  thous. 

472 

516r 

-12. 

Sources:  Census  Bureau,  Commerce  Dept 

iiiiiniirii^.'iHHHH 

Latest 
week 

Week 
ago 

%  Chang 
year  ag 

MONEY  SUPPLY,  Ml  (8/19) 

$864.9 

$862  8r 

5 

BANKS'  BUSINESS  LOANS  (8/2 1) 

299  8 

299  9 

6 

FREE  RESERVES  (8/211 

656r 

1  71  r 

Nr 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/21 ) 

139.7 

140.7 

-3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  1 
two-week  period  in  millions) 

ree  reserves, 

which  are  expressed  for 

MONEY  MARKET  RATES  1 

Latest 
week 

Week 
ago 

Yen 
ag 

FEDERAL  FUNDS  (9/3) 

5  82% 

5.59% 

8.25°/, 

PRIME  (9/4) 

8  50 

8.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (9/3) 

5  76 

5.74 

7  85 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/4) 

5.60 

5.66 

7.94 

EURODOLLAR  3-MONTH  (8/3 1) 

5.64 

5.58 

8  08 

Week,  Kansas  City  market,  Memphis  market 


Sources:  Federal  Reserve  Board,  First  Boston 


ifRow  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equrpmen) 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3 -Free  market  value     NA=  Not  available     r=  revised     NM  =  Not  meaningful 
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UTAH  

Sears  discovered  it. 

American  Express  has 
known  it  for  a  long  time. 

Fortune  Magazine 
announced  it. 

Financial  World  confiran 


Now  its  your  move  


The  world  is  catching  on:  Utah  is  a  great  place  to 
do  business.  FORTUNE  Magazine  rated  Salt  Lake 
City  the  best  city  for  business  in  America.  Financial 
World  ranked  Utah  number  one  in  the  nation  for  its 
fiscal  management. 

If  you're  thinking  of  making  a  move,  you  need  to 
have  the  facts  on  Utah.  Call  today  for  the 
"Executive  Facts  Pack."  It's  free  to  corporate 
executives*  and  includes  a  14-minute  video,  the 
Utah  Facts  Book,  reprints  from  FORTUNE  and 
Financial  World  and  more. 

It's  your  move. 

W     Free  Executive  Facts  Pack! 

1-80O-678-1™  Ext  1911. 


*Free  to  corporate  management  and  site  selection  officials  only-  Available  to  otliers  for  a  $20  charge 


The  Right  Typeface 

Can  Make  Even 

BAD  NEWS 

Look  Goo3. 


ffer  the  example  at  left  as  a  simple  demon- 


Each  Adobe  Type  Set  package  contains  eight  to 


stration  of  the  power  of  type.  Why,  if  a  typeface  can         ten  typefaces,  a  32-page  booklet  on  using  type 


make  a  letter  from  the  IRS  appear  inviting,  think         effectively,  and  Adobe  Type  Manager"  software  — 

for  a  true  picture  ot  your  type,  on 

At  Adobe,  we  believe  a  typeface  is       ist-..  I  '  jhjt.       the  screen  and  on  the  page.  And  we 


what  it  could  do  for  your  documents.  ^  ^-  - 


not  a  minor  detail,  but  an  essential 
part  of  every  written  communica- 
tion. The  look  of  a  document  has  a 


might  mention,  justtoclinch  things, 


Adobe  Type  Sets  are  simple  to  use 


and  quite  affordably  priced. 


Now,  if  we  can  just  talk  the  IRS 


great  deal  to  do  with  its  effectiveness. 

This  is  why  we  created  Adobe 
Type  Set"  packages,  computer  typefaces  for  Mac-  Regular  is  our  pick),  who  knows  what  wonders 


Mr.  Stinuon  of  the  IRS  politely  follow*  up 

hui  uu-itation  with  a  wit.  into  using  a  better  typeface  (Cochin 

Oddly,  no  one  appear*  to  be  at  home. 


intosh"  and  PC  Windows."  Adobe  Type  Sets  are  it  could  do  for  the  national  balance  sheet? 


specially  selected  typefaces,  designed  to  improve 


To  learn  more  about  Adobe  Type  Set  packages, 


everyday  business  documents  —  from  letters  and  visit  the  Adobe5  Authorized  Dealer  nearest  you. 


spreadsheets,  to  faxes,  overheads  and  invitations.  Or  telephone  1-800-833-668Z* 


Adobe  Systems  Incorporated 


Adobe  lypeSey  Spreadsheets  &  Graphs 


Adobe /t',-.  .v.-  tNVMA  n<)\>  &  avvakds 

|  Adobe  TypeSct  Letters.Memos  8t  Faxes 
Adobe TypeSti  Overheads  &  Slides 


ome  say  the  secret 
to   the  popularity  of 
Ballantine's  Finest  Scotch 
is  its  artful  blend  of  42 
single    malt  whiskies. 
Others    proclaim  the 
virtues  of  water,  peat  or 
heather,  traces  of  which 
can  be  detected  in  every 
sip   But  all  discussions 
about  Scotch  must  ulti- 
mately turn  to  the  oak  bar- 
rels in  which  it  matures 
Newly  distilled  single 
malt  Scotch  enters  the 
barrel  naked,  virtually 
clear,  fiery  in  its  potency, 
but  somewhat  lacking 
in   manners.  Over  the 
years  it  acquires  a  golden 
hue,  drawn  from  the 
wood  itself.  Air  pene- 
trates the  porous  surface, 
whispering  hints  of  the 
outside  world  t  <  >  the 
budding  whisky  inside. 
In    turn,  evaporation 
imparts  a  subtle  sweetness 
to  the  surrounding  air. 


When    the  whisky 
emerges  from  its  long 
metamorphosis,  it  has 
mellowed  considerably. 
Tempered    with  soft 
Scottish  water  and  merged 
into  the  Ballanone's  Finest 
blend,  each  of  the  single 
malts  confidently  intro- 
duces itself  to  your  glass, 
proud  of  its  origin,  assert- 
ing its  flavor  with  the  firm 
handshake  of  individual 
Scotch  character. 

Then  a  softer  side  to 
Ballantine's  is  revealed,  a 
sentimental  quality  that 
blooms  on  the  palate  like  a 
flower  unveiling  hidden  col- 
or. The  finish  is  gentle  but 
firm,  dignified  and  noble. 

The  true  measure  of 
civilization  is  simple  qual- 
ities like  these.  Happily, 
they  are  available  for 
the  price  of  a  bottle  of 
Ballantine's  Finest. 

Please  write.  We  wel- 
come all  correspondence. 


THE  TRUE  TASTE  OF  SCOTCH 


Ballantine's  Blended  Scotch  Whisky  43%  Ale  /  Vol  (8b  proof)  ©  1990  Maidstone  Wine  &  Spirits  Inc  .  Los  Angeles.  CA  •  Wnie  to  Ballantine's  PO  Box  892  5  Universal  City.  CA  91608 
4D-CA 


Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you — 
then  watch  us  go  to  work. 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you: 


Member  FDIC 


FICA 


4E-CA 


IS  THIS  HOW  YOU  FELT 

AFTER  YOUR  LAST  BUSINESS  TRIP? 


Did  you  feel  crumpled?  Folded? 
Bent?  Spindled? 

We  know,  we  know.  Taking  a  busi- 
ness trip  can  really  take  its  toll,  as  you 
rush  from  airports  to  hotels  to  meet- 
ings. And  back  again. 

That's  why,  at  Alaska  Airlines,  we 


comfortable,  at  home  and  relaxed. 

We  start  with  small,  but  welcome 
touches  like  fresh,  delicious  meals. 
Complimentary  wines.  And  seats  with 
a  tad  more  legroom. 

Mostly,  though,  we  try  to  be 
thoughtful,  friendly  and  kind.  In  hopes 
that  we  can  smooth  out  some  of  the 


try  to  do  all  we  can  to  make  you  feel 

Voted  "Best  U  S  Airline"  by  the  readers  of  Conde  Nast  Traveler  magazine 


rough  edges  of  business  travel. 

Next  trip  up  or  down  the  west 
coast,  call  your  travel  agent  or  Alaska 
Airlines  at  1-800-426-0333.  We'll  try 
to  handle  you  a  bit  more  gently. 


kCti 
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TWENTYSOMETHINGS:  WHO'S  TO 
BLAME  FOR  THEIR  PROBLEMS? 

Your  article  "What  happened  to  the 
American  dream?"  (Cover  Story, 
Aug.  19),  on  the  plight  of  the  under-30 
generation,  hit  on  something  my  wife 
and  I  have  been  sensing  for  some  time. 
After  two  years  as  a  New  York  banker, 
I  earn  more  than  my  father  earned  after 
20  years  as  a  civil  servant.  Yet,  we  feel 
like  we  are  worse  off 
than  he  was  at  the  same 
stage  in  life. 

Part  of  the  problem 
has  to  do  with  living  in 
New  York,  where  the 
prices  of  most  goods  and 
services  are  much  higher 
than  the  rest  of  the 
country.  The  twenty- 
something  crowd  is  vir- 
tually shut  out  of  the 
single-family  home  mar- 
ket unless  they  have 
near-six-digit  incomes  or 
receive  help  from  family 
members. 

Perhaps  more  important,  though,  is 
the  ever-increasing  tax  burden.  Twenty- 
five  years  ago,  our  parents  paid  about 
18%  of  their  wages  and  salaries  to  the 
three  levels  of  government.  Today,  we 
pay  about  25%  for  what  is  probably  a 
lower  level  of  government  services.  If 
our  policymakers  really  want  to  increase 
national  savings  and  help  young,  middle- 
income  Americans,  they  should  cut  taxes 
and  spending  now. 

C.  Ross 
Katonah,  N.  Y. 

This  generation  of  young  people  cer- 
tainly is  the  most  taxed  generation 
ever.  The  tax  deduction  for  children  is  a 
fraction  of  what  it  was  when  the  elderly 
were  young.  Consumer  and  education 
debt,  most  often  present  with  the  young, 
is  no  longer  deductible.  In  addition,  the 
maximum  Social  Security  taxes  paid  by 
employee  and  employer  totaled  $288  in 
1960,  $1,263  in  1973,  and  an  astonishing 
$10,247  today.  Certainly,  wages  have 
gone  up  nowhere  near  this  rate. 

J.  Patrick  Rankin 
Fullerton,  Calif. 


The  reasons  for  the  decline  of  our 
standard  of  living,  at  a  time  when 
computerization  would  seem  to  be  im- 
proving productivity,  was  not  addressed. 
I  believe  many  government  policies  that 
have  been  adopted  without  consideration 
of  their  costs  have  contributed  to  this 
anomaly.  Zoning  and  rent-control  laws 
may  be  fine  for  those  already  comfort- 
ably situated,  but  they  cut  down  the 
availability  of  housing  for  the  rest  of  us. 

The  requirement  that 
transportation  facilities 
and  buildings  be  more 
accessible  to  the  handi- 
capped constitutes  a  hid- 
den tax  that  must  even- 
tually be  borne  by 
consumers.  The  escalat- 
ing war  on  drugs  has 
not  only  been  costly  but 
has  made  crime  so  prev- 
alent that  we  have  more 
private  employees  than 
public  specializing  in  po- 
lice-type work.  Our  legal 
system  has  become  so 
cumbersome  that  attor- 
ney's fees  as  well  as  product-liability  in- 
surance have  become  significant  costs  of 
doing  business.  The  penchant  for  quick 
legislated  fixes  for  all  problems  may  cre- 
ate even  more  problems  that  the  advo- 
cates of  these  fixes  are  loath  to  admit. 

David  Kahn 
New  York 

lot  only  was  the  U.  S.  government 
I  not  acknowledged  as  a  major  cause 
of  the  "under-thirties"  financial  woes, 
but  the  tone  of  the  sidebar  "Is  Uncle 
Sam  shortchanging  young  Americans?" 
also  strongly  implied  that  somehow  the 
government  could  help  solve  the  prob- 
lem. Will  we  never  learn? 

Ivan  C.  Smith 
Lancaster,  Ohio 

With  federal  budgets  for  student 
loans  shrinking  and  tuition  costs 
rising  at  a  pace  equal  to  or  exceeding 
inflation,  a  young  person  is  unlikely  to 
finish  a  four-year  degree  without  assum- 
ing a  loan  debt  three  to  four  times  his 
first  year's  income.  It  is  hard  enough  to 
start  a  career  after  completing  college 
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The  FAA  Is  Already  Looking  Forward 
To  The  Day  These  Kids  Are  Grown. 


Every  year,  more  people  travel  by  air.  And  every 
year,  our  air  traffic  system  gets  pushed  a  little  harder.  As 
this  trend  continues,  we  need  to  ensure  that  our  future  air 
traffic  system  will  be  able  to  accommodate  tomorrow's 
travellers. 

The  Federal  Aviation  Administration  has  developed 
a  visionary  plan  to  meet  that  challenge— a  plan  for 
"Moving  America  into  the  21st  Century." 

It's  a  vast,  far-reaching  program  that  not  only 
modernizes  the  air  traffic  system  today,  it  also  looks  ahead 
to  the  needs  of  future  system  users.  Our  air  traffic  system 
must  be  more  internationally  compatible,  exploit  new  and 
emerging  technologies,  and  must  improve  the  present 
system— while  in  use. 

And  that's  just  what  the  FAA's  program  does.  It's 
primary  focus,  for  example,  is  to  integrate  weather,  navi- 
gation, landing,  communications  and  surveillance  systems, 
using  global  computer  and  satellite  technology. 

The  FAA  has  a  flight  plan  for  the  future  already  in 
place.  We're  proud  that  Martin  Marietta  can  be  part  of  the 
team  that  will  help  make  it  fly 
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At  last,  everything 
you've  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 

Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly. 

A  break  from  bottlenecks.  No  more  standing 
in  line  for  the  fax  machine.  With  its  dual  access 
feature,  the  dex  740  can  prepare  one  document 
for  sending  while  transmitting  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 
it's  receiving.  And  perform 
any  function  you  choose 
at  the  touch  of  a 
single  button. 

Is  1.5  seconds 
fast  enough? 

That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction 
Even  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
that  it's  backed  by  one  of  the  largest,  dedicated 
fax  service  organizations  in  the  world,  and  you'l 
see  why  the  dex  740  is  everything  you've  been 
waiting  for. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road, 
Danbury,  CT  06810  or  call  1-800-243-7046. 
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The  global  computer  and  communications  company. 
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hout  having  to  start  paying  the  per- 
al  equivalent  of  a  large  Third  World 
t.  To  say  we  have  a  society  that  val- 
education  and  a  government  that  is 
ing  to  invest  in  human  capital  for  the 
are  is  nothing  but  a  pipe  dream. 

Albert  L.  Feliu 
Bristol,  Conn. 

flation  and  deficit  spending  will  fur- 
rier worsen  the  scenario.  When  a  gen- 
tion  in  power  is  irresponsible,  it  will 
il  from  the  previous  generation  by 
ation  and  rob  the  future  generation 
deficit  spending. 

Chingmuh  Lee 
Torrance,  Calif. 

is  not  fair  to  compare  the  prosperity 
f  today's  young  families  with  those 
m  20  years  ago.  Previous  generations 
;efited  from  the  power  of  America's 
ny  unions,  which  allowed  unskilled, 
rained,  and  unambitious  people  to 
ke  obscene  amounts  of  money.  These 
5  have  been  moving  to  other  coun- 
s  that  have  a  more  cost-competitive 
or  force.  The  prosperity  of  today's 
ing  families  should  be  compared  with 
se  of  other  countries.  Look  closely, 
!  you'll  find  that  those  who  are  will- 
to  work  hard  in  America  can  succeed 
1  be  as  prosperous  as  anyone  else  in 
world.  It  is  not  our  economy  that  has 
ded,  it  is  our  work  ethic. 

Kevin  P.  O'Flynn 
Canton,  Mich. 

*'he  photos  accompanying  the  cover 
story  reinforce  negative  stereotypes. 
3  cover  shows  "Troy  and  Linda  Mar- 
ill  with  sons  Cory  and  Cameron."  The 
iple  is  white,  married,  flatteringly 
>tographed  (pleasant  expressions,  all 
ing  camera),  and  identified  by  name, 
^he  contents  page  reads  "Curtis 
ith  . . .  can't  afford  to  support  his  girl- 
md  and  their  children."  This  family  is 
ck,  unmarried,  photographed  under  a 
ly  sky  with  no  attempt  to  flatter  them 
Drried  expressions,  mother's  face 
•dly  visible).  Only  the  father  is  named, 
e  white  family  is  in  front  of  their 
ne  posed  as  a  cozy  group,  happy  and 
lfident.  The  black  family  is  in  a  play- 
iund,  standing  apart  from  each  other, 
ey  are  behind  climbing  bars  and  a 
lin-link  fence  is  behind  them.  They 
k  trapped  and  uneasy.  The  photos  ac- 
npanying  the  article  are  no  better. 

Peter  Grant 
West  Hartford,  Conn. 

t  may  be  true  that  America's  under-30 
'baby  busters"  will  have  more  diffi- 
Itlty  making  ends  meet  than  their  par- 
I  ts,  but  what  an  odd  lot  of  earners  you 
Dse.  Perhaps  Troy  and  Linda  Marshall 


FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Fund  Can  Match 


Why  Choose  Fidelity 
For  Stock  Market 
Investing? 

•  Managing  over  $45 
billion  in  equity  assets. 

1  Our  analysts  and  port- 
folio managers  contact 
over  6,000  companies 
annually. 

•  Over  40  years  of  stock 
market  experience. 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  has  helped  make 
Fidelity  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
6/30/91-  As  with  any  stock  investment,  share  price 
and  return  will  varv. 


"According  to  Upper  Analytical  Services,  Magellan  ranked  #1  out  of 
360,  #!  out  of  442.  #64  out  of  939.  and  #216  out  of  refunds  for  the 
15, 10,  5,  and  1  vear  periods  ended  6/30/91.  respectively  (portfolio  manager  changed  6/1/90). 
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1-800-544-8888   24  hours 


Fidelity  Magellan  Fund.  For  more  complete  information  including  management  fees  and 
the  fund's  3%  sales  charge  and  expenses,  please  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  vou  invest  or  send  monev.  Fidelitv  Distributors  Corporation  (General  Distribution  Agent).  P.O. 
Box  660603.  Dallas,  TX  75266-0603. 


Fidelity 


Investments 

CODE:  BW/MAG/091691 


We Ve  saved 

companies  an  average 

of  $20  for  every  $1  invested  in 

disability  cost  reduction  programs. 


We  get  paid  for  results! 
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At  Wyndham  Hotels,  we  do  things  The 
Right  Way.  To  us  it's  the  only  way  to 
run  a  hotel.  So  whether  you  visit  us  in 
our  Hotels,  Resorts  or  Garden  Hotels 
let  us  show  you  The  Wyndham  Way 


therigfttway 
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800-822-4200^ 
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ORRECTIONS  &  CLARIFICATIONS 

the  story  "A  power  surge  in  home 
5"  (Information  Processing,  Aug. 
,  we  misstated  market  researcher 
lk  Resources  Inc.'s  estimate  for 
irldwide  home-computer  sales  in 
)0.  The  correct  number  is  $4.29 
lion. 


I  )hio  should  have  gone  on  to  college — 
it  least  not  produced  two  children  by 
23  on  a  meager  joint  income  of 
,000  a  year.  And  perhaps  24-year-old 
tis  Smith  of  Michigan,  who  makes 
;  $9,000  a  year,  should  have  finished 
I  n  school  and  not  twice  gotten  his  un- 
Dloyed  girlfriend  pregnant, 
lertainly  we  can't  be  expected  to  feel 
ry  for  the  Hunters  of  California,  who 
ght  a  $235,000  house  on  a  combined 
iry  of  $67,000.  It  seems  these  people 
less  the  victims  of  a  weak  economy 
n  of  their  own  irresponsibility. 

Jeremy  S.  Schiffres 
Kingston,  N.  Y. 

j  Inhere  is  it  written  that  every  gen- 
1  W  eration  will  be  more  prosperous 
n  the  previous  one?  Where  is  it  writ- 
that  any  20-year-old  should  have  two 
dren  and  his  own  home?  Where  is  it 
tten  that  a  high-school  dropout  is  en- 
id  to  a  $40,000-a-year  job?  Is  it  truly 
*ic  that  a  dual-income  family  has  to 
I  rifice  savings  and  vacations  to  live  in 
>235,000  house?  We  have  lived  too 
y  demanding  instant  gratification  and 
ays  more.  Until  Americans  learn  self- 
:ipline,  self-denial,  and  sacrifice,  we 
continue  on  this  road  to  mediocrity. 

D.  A.  Woodworth 
Olathe,  Kan. 

Ik  s  if  AIDS  isn't  enough  to  keep  one 
m  from  wishing  they  were  19  again, 
also  have  the  economy  to  convince  us 
t  old  age  maybe  isn't  such  a  bad  deal, 
3r  all.  I  must  admit  I  have  more  faith 
;he  scientists  looking  for  the  cure  for 
former  than  I  do  the  politicians  for- 
lating  a  solution  for  the  latter. 

Walt  Schilling 
Anchorage,  Alaska 

*ee,  what  a  surprise!  After  a  decade 
Pof  hollowing  out  the  economy, 
re's  no  money,  medical  care,  or  de- 
t  jobs  for  our  kids.  We  overpay  in- 
npetent  executives,  shyster  lawyers, 
1  greedy  elderly.  We  give  our  best 
s  to  the  Japanese,  Koreans,  Mexi- 
is,  et  al.  and  lay  off  our  own  people. 
3  last  Depression  was  about  the  im- 
rerished  working  class,  and  the  next 
:  will  be,  too.  A  Third  World  economy 
1't  support  a  First  World  living  for 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  NY  11797-2087. 

OLYMPUS 

Pearlcorder 


MlCROCASSeTTG  "  RECORDERS 


94%  of 

our  healthplan 

patients  are  highly 

satisfied  with  their  doctors. 


We  get  paid  for  results! 
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The  Erst  Bonus  Issue 
from  BusinessWeek 
Devoted  Solely  to  Quality 

To  remain  competitive  through  the  1990s  and 
into  the  next  century,  every  business  must 
scrutinize  the  quality  of  its  operations, 
systemwide.  That's  why  Business  Week  is 
devoting  not  just  an  advertising  section,  but  an 
entire  issue  to  this  vital  topic. 
The  first  of  its  kind,  this  comprehensive 
editorial  product  will  cover  quality  as  it  relates 
to  every  aspect  of  business.  Topics  include: 

•  What  is  Quality'?  An  Overview 

•  Managing  for  Quality 

•  Quality  in  Manufacturing 

•  Quality  in  the  Service  Sector 

•  Quality  in  the  Public  Sector 

•  Quality  in  Research  and  Development 

•  Research  and  Development  Scoreboard 
This  special  issue  will  be  written  by  the  prize- 
winning  editors  of  Business  Week,  assuring 
you  an  environment  that  will  be  closely  read 
and  highly  regarded  by  powerful  executives 
everywhere. 


Benefits 


for  Advertisers 

As  the  world's  most  widely  read  magazine  on 
business  news  and  analysis,  Business  Week 
provides  an  outstanding  environment  for  your 
message,  issue  after  issue.  And  as  an 
advertiser  in  this  special  bonus  issue,  you'll 
also  receive  the  following  additional  benefits: 

•  An  editorial  focus  on  quality,  from  cover 
to  cover 

•  A  reader  service  card  that  can  generate 
qualified  leads  for  your  sales  staff. 

•  Available  in  Business  Week: 
North  American  edition,  circulation 
870,000 

Industrial  Techonology  edition,  circulation 
285,000 

•  Starch  score  research  available  upon 
request 

Reserve  Space  Today 

If  you  want  your  company  to  be  associated 
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Bj  )ne — working  or  retired.  If  the  So- 
c  Security  generation  and  the  execu- 
t  class  want  to  keep  collecting  those 
|  checks,  they  had  better  get  con- 
ti  ed  about  the  welfare  of  the  young 
B  kers  who  support  the  system. 

Daniel  H.  Houck 
Silver  Spring,  Md. 

I  s  a  parent  with  five  children  in  the 
i\  i  same  age  bracket  as  the  couple  in 

■  lead  story,  I  was  disappointed  to 

■  1  your  message  of  gloom-and-doom. 
I  pite  the  statistics  you  quoted,  oppor- 
H  ty  still  abounds  for  those  who  pre- 
n  ;  for  it  by  training  themselves  for 
t  well-paying  jobs  that  are  now  avail- 
B — not  those  that  used  to  be.  I  was 
e  >uraged  by  two  of  your  examples: 
fl  college-educated  couple  that  was  ac- 
t  ly  planning  their  family  after  they 
si  ;d  for  a  house.  And  the  young  man 
B  •  was  taking  night  classes  at  the  lo- 
ll community  college  to  improve  his  job 
a  artunities.  I  was  pleased  to  see  that 
fi  couple's  parents  reminded  them  that 
']  :y  had  to  struggle  when  they  first 
a  ted  out,"  which  was  certainly  our 

I  ily  situation,  and  almost  everyone 
a  I  can  remember,  when  we  were  in 
d  twenty  somethings. 

C.  E.  Hart 
Loudonville,  N.  Y. 

II  AGENCY  PUTS  ITS  MONEY 

\  ERE  ITS  ACCOUNTS  ARE  

ras  quoted  out  of  context  in  a  recent 
iece  ("JWT:  Fraying  carpets  and 
red  nerves,"  Marketing,  Aug.  19).  I 
[  about  the  budgeting  process:  "The 
osophy  on  their  side  is  'demand  the 
i-ageous.'  On  our  side,  it  is  'give  the 
it.'  Out  of  the  resulting  compromise 
les  what's  best  for  both."  The  last 
tence  was  left  out  of  the  quotation, 
me,  this  epitomizes  the  exaggerated 
jhasis  on  wpp's  role,  which  the  entire 
cle  exhibits.  I  don't  know  a  single 
ncy  that  has  not  taken  steps  in  this 
sssionary  period  to  contain  costs.  We 
tainly  have;  yet  J.  Walter  Thompson 
added  $190  million  in  new  billings  in 
first  six  months  of  1991,  not  includ- 
the  Northwest  Airlines  assignment, 
true:  We're  not  spending  money  on 
pets.  We  are  spending  it  on  giving 
1  clients  better  work. 

Burt  Manning 
Chairman/CEO 
J.  Walter  Thompson  Co. 

New  York 


ers  to  the  Editor  should  be  sent  to  Readers 
ort,  Business  Week,  1221  Avenue  of  the  Ameri- 
New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
x:  12-7960,  Intl.  4998204.  All  letters  must  in- 
I  e  an  address  and  daytime  and  evening  tele- 
ne  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


1 


Sf1 


7 


._.  The  NeitHfl)  Days, 
See  WhySome  People 
Have  AH  The  Answers. 

They're  the  people  who  have  discovered  the  NEXIS®  electronic 
information  service.  It  brings  you  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints  -  as  close  as  your  PC.  And  nght 
now  you  can  try  the  NEXIS®  service  for  as  little  as  $500  per  month.  So 
call  today.  Because  having  all  the  answers  has  never  been  so  easy. 


CALL1-800-227-4908  NOW. 


nexis  m 


Offer  expires  November  30,  I99I  ©1991  Mead  Data  Cencral,  Inc  All  nghts  reserved 
NEXIS  and  LEXIS  are  registered  trademarks  tor  information  products  and  services  of  Mead  Data  Central,  Inc 


"We  Ve  been 

with  CIGNA  over 

50  years.  Obviously  our 
city  fathers  had  foresight? 


Ron  Graves,  City  Treasurer,  Rutland,  VT 


We  get  paid  for  results! 


CIGNA 


Pensions  •  CIGNA  Companies  •  Dept.  R5,  Hartford,  CT  06152 


BUSINESS  WEEK/SEPTEMBER  16,  1991  13 


J.  EDGAR  HOOVER:  THE  MAN  AND  THE  SECRETS 

By  Curt  Gentry 

Norton  •  846pp  •  $29.95 


THE  LAWMAN  WHO 
TRAMPLED  ON  THE  LAW 


E 


John  Edgar  Hoover  was  born  in  1895 
in  the  shadow  of  the  nation's  Capi- 
tol, died  at  the  age  of  77  in  his 
Washington  bedroom,  and  is  buried  13 
blocks  from  his  birthplace.  He  left 
Washington  only  occasionally,  never 
traveled  abroad,  never  married,  did  not 
read  books,  did  not  go  to  plays  or  con- 
certs, and  did  not  express  any  new  or 
startling  ideas.  He  was  to  the  marrow  of 
his  bones  the  quintessential  Washington 
bureaucrat. 

Why.  then,  read  846  pages  about  such 
a  colorless  man?  Simple.  The  Federal 

Bureau  of  Investigation.  ■  

the  agency  to  which  Hoo- 
ver devoted  55  years  of 
his  life — 48  as  director — is 
our  national  police  force. 
And  as  author  Curt  Gen- 
try describes  in  J.  Edgar 
Hoover:  The  Man  and  the 
Secrets,  on  almost  every 
day  of  those  years,  the 
FBI  broke  the  law. 

Under  Hoover's  direc- 
tion, its  agents  opened 
people's  mail,  tapped 
phones,  and  broke  into 
houses  and  offices.  They 
used  listening  devices, 
blackmail,  and  paid  infor- 
mants. They  spread  dam- 
aging— often  false — infor- 
mation about  individuals 
and  organizations.  And  while  their  tar- 
ge*.- included  many  known  or  suspected 
criminals,  they  included  even  more  elect- 
ed and  appointed  officials,  foreign  diplo- 
mats, executives,  labor  and  civil  rights 
leaders,  and  private  citizens  whose  exer- 
cise of  rheir  First  Amendment  rights  of- 
fended Hoover. 

Gentry,  who  with  Vincent  Bugliosi 
wrote  Helter  Skelter:  The  True  Story  of 
the  Manson  Murders,  labored  15  years 
on  this  fact-crammed  biography.  What 
he  has  given  us  is  a  blistering  portrayal 
of  the  bu  -eaucrat  run  amok. 

Nominally.  Hoover  was  never  more 
than  a  second-r;er  official,  one  of  many 
who  worked  for  the  Attorney  General. 
But  as  soon  as  the  29-year-old  night- 
school  lawyer  became  FBI  director  in 
May,  1924,  he  set  about  transforming 
the  fumbling,  corrupt  back  office  of  the 
Justice  Dept.  into  the  country'  s  most 
powerful  domestic  agency.  With  unflag- 


ging energy  and  calculated  ruthlessness, 
he  cleaned  house  and  introduced  profes- 
sional standards.  He  also  shaped  the  bu- 
reau into  an  instrument  for  expressing 
his  values,  foibles,  and  prejudices. 

Over  the  years,  many  people  wanted 
his  job  or  wanted  him  out  of  it.  Yet  he 
outlasted  17  Attorneys  General  and  ev- 
ery President  from  Woodrow  Wilson  to 
Lyndon  B.  Johnson.  John  F.  Kennedy 
and  Richard  M.  Nixon  tried  to  get  rid  of 
him.  but  only  death  succeeded. 

Hoover  knew  how  to  survive  and 
thrive  in  the  Washington  jungle  by  mak- 


arly  on, 
Hoover  understood 
the  terror  that 
the  secret  dossier 
can  inspire 


HOOYK  { 

TIII.MW 
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ing  himself  useful — by  digging  up  dirt 
on  the  incumbent  President's  political 
enemies,  for  example.  Presidents  as  di- 
verse as  Franklin  D.  Roosevelt.  Dwight 
D.  Eisenhower,  and  Lyndon  Johnson  re- 
warded him  with  special  favors,  and  he 
became  virtually  independent  of  the  At- 
torney General.  More  important.  Hoover 
knew  how  to  make  himself  feared.  By 
midcareer.  he  had  become  a  kind  of  sa- 
cred monster,  admired  by  some,  hated 
by  many,  but  feared  by  everyone — sena- 
tors, representatives,  White  House 
aides,  and.  yes.  Presidents. 

Early  on.  he  understood  the  terror 
that  the  dossier — that  indispensable  tool 
of  every  secret  policeman — can  inspire. 
As  the  years  passed,  his  agents  fattened 
the  files  at  headquarters  with  reports  on 
everything  they  could  unearth  about 
thousands  of  people — words  and  deeds, 
facts,  conjectures  and  rumors,  and  most 
useful,  the  dirtv  little  secrets  (financial. 


sexual,  and  so  forth)  that,  if  made  pft- 
lic.  can  bring  down  even  the  most  povw 
ful.  In  1972.  when  news  of  Hoovm 
death  spread  around  the  capital,  nea 
everyone's  first  reaction  was:  Where 
his  files?  By  then,  his  longtime  secret 
was  busy  destroying  them,  along  w 
his  appointment  books  dating  fr 
1924 — a  job  that  took  two  months.  G 
try  reports  that  a  lot  of  people  belii 
some  of  Hoover's  files  survived,  incl 
ing  a  compromising  one  on  Senator  S 
J.  Ervin  that  protected  the  bureau  d 
ing  the  Watergate  hearings. 

Hoover  held  extremely  narrow  po 
cal  and  social  views,  which  ossified  as 
aged.  He  launched  his  career  dur 
World  War  I  with  a  battle  against  s 
versives — flexibly  defined — that  con 
ued  through  World  War  II  and 
McCarthyite  hysteria  and  found  its  fi 
expression  in  his  hatred  of  the  c 
rights  upheavals  of  the  1960s. 
Obsessed  with  the  dangers  of  subv 
sion.  Hoover  ignored 
problem  many  America 
came  to  feel  was  e\ 
more  serious:  organn 
crime.  For  30  years 
denied  the  existence  o: 
nationwide  crime  n 
work.  The  Mafia,  he 
sisted,  was  somethi 
dreamed  up  by  journ 
ists.  Theories  to  expl; 
his  blindness  abound* 
Former  Attorney  Gene 
Ramsey  Clark  thought 
worried  that  proximity 
organized  crime  wot 
corrupt  his  agents.  Oth( 
speculated  that  he  want 
to  protect  those  of 
friends,  such  as  Sto 
Club  owner  Sherman 
were  on  the  fringes 


lingsley.  who 
the  mob. 

In  November.  1947.  when  a  gatheri 
of  the  country's  mob  leaders  at  Apa 
chin,  N.  Y..  burst  into  the  headlines, 
FBI  was  caught  flat-footed.  Critics  of  t 
bureau,  including  a  brash  young  Sens 
investigator  named  Robert  F.  Kennec 
leveled  withering  attacks.  Hoover  th 
authorized  the  Top  Hoodlum  Progra 
one  of  the  FBI's  largest  wiretapping  c 
erations.  Over  some  five  years,  it  yield 
extensive  information  about  the  scope 
mob  operations,  including  political  tie-i 
Hoover  could  use  against  his  enemies 

Hoover's  enemies  list,  inaugurated 
1919,  lengthened  steadily  to  include  hv 
dreds  of  people:  bureaucratic  riva 
such  as  Central  Intelligence  Agen 
head  William  J.  Donovan:  governme 
officials  who  opposed  him  in  one  way 
another,  such  as  Supreme  Court  Justi 
Felix  Frankfurter;  and  people  who 


14  BUSINESS  WEEK/SEPTEMBER  16,  1991 


EC 


tics  or  conduct  he  disapproved  of, 
i  as  Martin  Luther  King  Jr.  Almost 
'itably,  Hoover's  enemies  became  tar- 
;  of  FBI  surveillance. 

oover  had  no  compunctions  about 
;ing  files  where  they  would  do  the 
it  harm.  He  frequently  trafficked  in 
lors  of  homosexuality,  using  them, 

example,  against  Eleanor  Roosevelt 

Adlai  E.  Stevenson.  Oddly  enough— 

perhaps  not— he  was  pursued 
mghout  his  career  by  rumors  that  he 
self  was  homosexual.  Gentry  reports 

rumors  but  adds  nothing,  probably 
ause  there  is  nothing  to  add.  For  44 
rs,  Hoover  worked  with,  dined  with, 

went  on  vacations  with  Clyde  A. 
son,  the  FBI's  associate  director.  The 
.tionship  was  clearly  the  emotional 
terpiece  of  Hoover's  life,  but  no  con- 
sive  evidence  ever  surfaced  that  he 
;  actively  homosexual, 
(andling  his  material  with  a  compel- 
;  sense  of  drama,  Gentry  has  written 
iscinating  cautionary  tale.  His  explo- 
on  of  how  Hoover  and  the  FBI  ran 

of  control  reaches  beyond  the  char- 
2r  of  one  man  to  the  nature  of  secret 
ice  and  the  dilemma  they  pose  in  a 
locracy:  How  can  we  make  sure  that 

agents  of  the  law  themselves  remain 
hin  the  law  and  accountable  to  elect- 
officials? 

Vhen  the  office  that  would  become 
FBI  was  proposed  in  1908,  Gentry 
es,  many  thoughtful  people  worried 
ud  about  the  potential  threat  to  civil 
;rties.  More  practical  members  of 
igress  objected  that  a  secret  police 
uld  be  used  by  the  Administration  in 
ice  to  spy  on  them.  Congress  refused 
authorize  the  bureau,  but  it  was  set 
anyway,  more  or  less  clandestinely, 
1  immediately  set  about  confirming  its 
;ics'  fears.  A  few  years  later,  Attor- 
j  General  (later  Supreme  Court  Chief 
;tice)  Harlan  Fiske  Stone  issued  pro- 
stic  guidelines  to  prevent  possible  FBI 
Duses  of  power."  Most  important,  he 
isted  that  the  agency  be  limited  to 
estigating  only  illegal  conduct,  not 
itical  or  other  opinions.  "When  a  po- 
i  system  passes  beyond  these  limits," 
warned,  "it  is  dangerous  to  the  prop- 
administration  of  justice  and  to  hu- 
m  liberty."  Ironically,  it  later  fell  to 
>ke  to  name  an  FBI  director,  and  he 
ose  Hoover. 

After  Hoover's  death,  some  reforms 
;re  initiated.  Yet  in  1988,  it  came  to 
ht  that,  in  the  early  1980s,  under  Di- 
:tor  William  H.  Webster,  who  now 
ads  the  CIA,  the  "reformed"  FBI  had 
gressively  investigated  critics  of  the 
;agan  Administration's  Central  Ameri- 
n  policy.  At  the  FBI,  old  habits,  like  old 
-ectors,  die  hard. 

BY  JACK  PATTERSON 

itterson,  now  retired,  was  previously 
ISINESS  WEEK'S  editorial  page  editor. 
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At  Cadillac,  A  New  Approach  Createb 


Substance  Takes  Shape,  Cadillac  Style. 


It  begins  when  you  turn  the  key,  shift  into 
drive  and  depress  the  accelerator  of  the 
1992  Cadillac  Eldorado.  A  sense  of  exhil- 
aration begins  to  build  as  you  move 
forward  smoothly  and  gracefully,  courtesy 
of  a  200  horsepower  4.9  liter  V8.  Gear 
changes  are  barely  detectable,  thanks  to 
the  silky  refinement  of  an  electronically 
controlled  transmission. 

You  approach  winding  pavement  with 
confidence  and  vigor.  Eldorado's 
fully  independent  touring 
suspension  is  speed- 


sensitive  This  means 


CADILLAC 
STYLE 


that  no  matter  how  or  where  you  drive,  the  suspen-  le- 
sion adapts  in  1 5/100  of  a  second  for  precise  contro^ 


Buckle  UpAmenca' 
SIWlCMCorp  All  Rights  Reserve 
ELDORADO. 


The  1992  Eldorado.  Substance  Takes  Shape,  Cadillac  Style. 


li  Dramatic  Departure. 


onsequently,  you  approach  winding  pave- 
lent  with  confidence,  and  exit  curves  with  a 
ewfound  understanding  of  the 
/ord  nimble.  16"  Michelin^  tires, 
pecially  tuned  to  the  suspen- 
■ion.  are  coupled  with  an 
idvanced  anti-lock  brake  system. 
The  system  modulates  brakes  up  to  fifteen  times 
)er  second  should  the  wheels  begin  to  lock,  for 
nstantaneous  response. 


T 


The  driver-focused  environment  of  the  Eldorado 
with  available  console 


herefore,  your  inspiration  is  uninterrupted. 
A  new  approach.  It  has  allowed  substance 
to  take  shape,  Cadillac  Style. 
And  now  it  has  led  to  a  dra- 
matic departure  in  personal 
luxury  and  performance-the 
1992  Eldorado. 
Please  call  1-800-333-4CAD 
for  product  literature  and  the  location 
of  your  nearest  Cadillac  dealer. 


Economic  Viewpoint" 


IF  CONNECTICUT 

COULD  DO  IT,  WHY  NOT... 


BY  ROBERT  KUTTNER 


The  state's  new 
income  tax  allows  a 
lower  sales-tax  rate, 
gives  tax  relief  to 
corporations  and 
investors,  buys  a 
balanced  budget — 
and  it's  progressive. 
Congress,  take  note 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW 
REPUBLIC  AND  AUTHOR  OF 
THE  END  OF  LAISSEZ-FAIRE 


One  of  the  most  remarkable  and  in- 
structive events  of  late  summer  was 
Connecticut's  enactment  of  an  income 
tax— remarkable  because  Connecticut  was  one 
of  the  diehard  anti-income-tax  states;  instruc- 
tive because  the  state's  liberals  showed  what 
clarity  of  purpose,  organization,  and  resolve 
can  accomplish.  For  a  decade,  these  political 
virtues  have  been  almost  wholly  absent  on 
the  liberal  left. 

Connecticut's  tax  system  has  long  been  a 
fiscal  calamity,  with  a  highly  regressive  tax 
code,  heavy  dependence  on  property  and  sales 
taxes,  high  taxes  on  investment  income,  and 
no  taxes  on  wages  and  salaries— a  dismal  blend 
of  unfairness  and  bad  economics.  A  recent 
study  by  Citizens  for  Tax  Justice  ranked  the 
state  among  the  six  worst  in  the  regressive- 
ness  of  its  overall  tax  system.  An  average 
household  in  the  lowest  20%  of  income  paid 
16.3%  of  its  earnings  in  state  and  local  taxes;  a 
household  in  the  top  1%  paid  only  5.5%. 

Besides  its  plain  inequity,  this  system  had 
several  economic  disadvantages.  Heavy  re- 
liance on  sales  taxes  (at  a  rate  of  8%,  one  of 
the  highest  in  the  country)  meant  extreme 
fiscal  volatility.  Retail  sales,  and  hence  sales- 
tax  receipts,  tend  to  rise  faster  than  incomes 
during  booms,  and  fall  faster  in  recessions. 
With  no  personal  income  tax,  Connecticut  was 
forced  to  levy  stiff  taxes  both  on  corporate 
profits  and  on  dividend  and  capital-gains  in- 
come. Along  with  retail  sales,  profits  and  cap- 
ital gains  are  more  vulnerable  to  recessions 
than  wages  and  salaries.  This  structural 
volatility  caused  tax  receipts  to  nose-dive  in 
the  1990-91  recession  and  gave  Connecticut 
the  worst  budget  imbalance  in  the  nation. 
biting  the  bullet.  Four  factors  made  it  possi- 
ble for  the  Nutmeg  State  to  overcome  its  his- 
torical antipathy  to  income  taxes.  First,  the 
sheer  enormity  of  the  fiscal  crisis  demanded 
basic  reform.  Second,  new  Governor  Lowell  P. 
Weicker  Jr.,  a  former  liberal  Republican  U.  S. 
senator  elected  as  an  independent,  was  willing 
to  take  the  necessary  political  heat.  Weicker 
vetoed  three  budgets  before  finally  signing 
the  one  he  wanted  on  Aug.  22.  Third,  major 
elements  of  Connecticut's  business  community 
swallowed  their  ideological  reservations  about 
progressive  taxation  and  decided  that  an  in- 
come tax  was  the  lesser  evil.  With  an  income 
tax,  Connecticut  would  finally  enjoy  fiscal  sta- 
bility, and  the  state's  exorbitant  taxes  on  cor- 
porate profits  and  investment  income  could 
be  reduced  to  more  normal  levels. 

But  the  most  intriguing  factor  was  the  key 
role  played  by  Connecticut's  progressives. 
Since  1980,  Connecticut  liberals  have  joined 
forces  in  an  increasingly  effective  coalition 


called  LEAP — the  Legislative  Electoral  Acti< 
Program,  leap  has  managed  to  do  what  co 
servatives  did  so  well  throughout  the  1980s 
get  serious  about  both  first  principles  and  pc 
itics.  With  the  backing  of  labor,  citizen-actio 
environmental,  and  civil  rights  groups,  LEI 
mobilized  volunteers  and  targeted  and  w( 
legislative  seats.  They  built  a  caucus,  whi< 
has  emerged  as  the  swing  bloc  in  the  sta 
legislature.  As  Connecticut's  fiscal  crisis  dee 
ened  in  1989  and  1990,  liberals  refused  to  su 
port  any  budget  that  achieved  balance  eitht 
through  steep  spending  cuts  in  social  servio 
programs  or  through  new  regressive  taxe 
By  the  current  session,  the  progressive  groi 
was  the  best  organized  bloc  in  the  Assemb 
and  became  Weicker's  key  ally. 

In  contrast,  a  rump  of  conservath 
Democrats  associated  with  the  Democrat 
Leadership  Council  pursued  an  opposite  stra 
egy  of  deferring  to  Republicans.  They  decide 
that  Democrats  needed  above  all  to  shed  t\ 
"tax-and-spend"  image.  This  meant  letting  R 
publicans  design  the  three  successive  tax  pac 
ages  Weicker  vetoed.  The  idea  was  that  tr 
budget  should  bear  Republican  fingerprint 
which  would  then  allow  Democrats  to  pla 
the  role  of  antitax  party.  But  as  this  bipartiss 
coalition  was  held  responsible  for  the  unpop 
lar  and  regressive  budgets  that  Weicker  ke\ 
refusing  to  sign,  the  strategy  backfired.  1 
the  end,  the  liberals  worked  closely  with  bot 
Weicker  and  business  leaders,  and  the  evei 
tual  tax  package  was  stunningly  progressiv( 

Under  its  new  system,  Connecticut  gets 
nominally  flat  income  tax  of  4.5%.  But  than! 
to  exemptions  and  credits,  the  tax  is  steep! 
progressive.  A  household  with  $24,000  incom 
pays  no  taxes.  One  with  $40,000  pays  aboi 
1%.  One  with  $100,000  pays  about  3%,  an 
thanks  to  the  deductibility  of  state  incom 
taxes  against  the  federal  income  tax,  nobod 
pays  more  than  an  effective  3.3%.  The  tax  a 
lows  Connecticut  to  reduce  its  sales-tax  rat 
from  8%  to  6%,  gives  tax  relief  to  corporatior 
and  investors,  and  buys  a  balanced  budge 
As  part  of  the  package,  the  state  trims  spen( 
ing  by  over  $1  billion  and  finances  economi 
development  through  new  bond  issues. 

We  will  know  in  November,  1992,  whethf 
Connecticut's  voters  will  punish  legislator 
who  voted  for  a  more  progressive  tax  syi 
tern.  I  suspect  that  this  reform  will  prove  | 
be  sound  politics  as  well  as  sensible  fiscal  po 
icy.  The  story  has  implications  far  beyon 
Connecticut,  for  it  suggests  that  when  liberal 
recover  their  souls  and  their  wits,  they  ca; 
make  politics  a  lot  more  interesting  and  eve 
win  enactment  of  good  policies.  Would  tha 
Congress  got  the  message. 
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No  one  gives  you  mor 


That's  why  the  smar 

At  Compaq,  we  believe  a  notebook  PC  should  deliver  all  the       by  a  4-Kbyte  cache.  And  the  storage  of  a  30-  or  60-MB  fixed  di! 


performance  you  need.  No  matter  where  you  need  it.  That's  the 
idea  behind  the  COMPAQ  LTE  386s/20  Personal  Computer  and  its 
unique  desktop  expansion  base. 

On  the  road,  no  other  notebook  offers  more  performance.  It 
packs  the  punch  of  Intel's  20-MHz  386SX  microprocessor,  boosted 


drive.  All  in  a  sleek,  8.5"xll"  7.5-pound  package. 

In  your  office,  it  excels  where  other  notebooks  fall  short: 
on  your  desk.  Slide  it  into  its  desktop  expansion  base  and  you 
have  a  full-function,  no-compromise  desktop  PC.  Complete 
with  two  industry-standard  slots  and  room  for  two  storage 
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choice  is  Compaq. 


/ices,  including  Zxh"  or  5 'A"  diskette  drives.  Even  tape  or 


drives.  No  other  notebook  and  expansion  base  offers 
lore  complete  solution.  With  our  new,  more  affordable  prices, 
re  has  never  been  a  better  time  to  see  your  dealer. 

Our  notebooks  are  backed  by  the  most  convenient  world- 
ie  warranty  in  the  personal  computer  industry;  by  over  3,500 


Authorized  COMPAQ  Computer  Dealers;  and  by  the  Compaq 
Customer  Support  Center,  which  you  can  call  at  1-800-345-1518. 
For  a  free  brochure,  call  1-800-231-0900,  Operator 
i8.  In  Canada,  1-800-263-5868,  Operator  168. 


It  simply  works  better. 


That's  why  the  smaii 


If  you  have  a  computer  problem,  most  PC  companies  react  in  a 
predictable  way.  They  point  their  finger  at  someone  else,  and  say: 
"It's  not  our  problem." 

You  won't  hear  that  from  Compaq.  If  you  experience  a  problem 
with  one  of  our  PCs,  running  stand-alone  or  networked  in  a  Banyan, 
Microsoft,  Novell  or  SCO  UNIX  operating  environment,  we  promise 
to  take  ownership  of  that  problem.  We'll  help  find  a  solution. 


Compaq  has  made  a  great  commitment  to  service  and  support 
So  you'll  find  that  we're  not  just  a  1  -800  number. 

We've  created  alliances  with  leading  hardware  and  softwar 
companies,  so  support  staffs  are  cross-trained  to  understand  entii 
systems,  not  just  parts.  We've  extensively  trained  a  worldwide  : 
network  of  over  3,500  Authorized  Dealers  who  offer  a  variety  o 
service  and  support  programs  which  can  be  tailored  to  your  need; 
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We've  amassed  a  vast  library  of  technical  information  that  through  our  Customer  Support  Center— only  a  phone  call  away, 
can  access  instantly  from  the  COMPAQ  QuickFind  Reference  For  free  brochures  that  show  you  how  to  put  our  resources 

ary,  our  CD-ROM  database.  And  we've  set  up  programs  to  work  for  you,  call  1-800-231-0900,  Operator  172.  In  Canada, 

help  dealers  get  you  the  parts  you  need,  when  you  '  -800-263-5868,  Operator  1 72.  We'll  also  give  you  the  location 
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conomic  Trends 


BY  GENE  KORETZ 


WHAT  HAPPENS  TO  THE 
JOBLESS?  MANY 
DON'T  BOUNCE  BACK 


Although  unemployment  insurance 
claims  are  down  a  bit  from  the 
heady  pace  they  hit  earlier  this  year, 
they're  still  disturbingly  high— and  the 
drumbeat  of  announcements  of  staff  cut- 
backs by  major  corporations  continues 
unabated.  Indeed,  according  to  Dan 
Lacey,  editor  of  the  Workplace  Trends 
newsletter,  who  has  kept  tabs  on  per- 
manent cuts  by  big  companies  since 
1988,  the  third  quarter  of  1991  will  al- 
most certainly  break  the  previous  record 
of  110,000  job  reductions  announced  in 
the  first  quarter  of  this  year. 

What  happens  to  laid-off  workers? 
How  long  are  they  likely  to  stay  unem- 
ployed? What  are  their  chances  of  find- 


HOW  JOB-LOSERS  FARE 
AFTER  BEING  LAID  OFF 


4.3  MILLION  PEOPLE  LOST  PERMANENT 
JOBS  FROM  1985  THROUGH  1989 

IN  JANUARY,  1990: 


^  72%  Were  reemployed 

►  14%  Were  still  looking  for  work 

►  14%  Hod  left  the  labor  force 


OF  FULL-TIMERS  BACK  AT  WORK: 


^  43.2%  Were  earning  less  than  their 
original  pay 

►  27.5%  Were  earning  0%  to  19%  more 

►  29.3%  Were  earning  at  least  20% 

more 

DATA  BUREAU  OF  UBOR  STATISTICS 


ing  similar  work?  How  will  their  new- 
pay  compare  with  former  earnings? 

Struck  by  the  turmoil  in  labor  mar- 
kets in  the  1980s,  the  Bureau  of  Labor 
Statistics  began  conducting  biannual  sur- 
veys of  displaced  workers  in  1984  to  an- 
swer such  questions.  The  first  survey 
covered  workers  laid  off  in  the  five 
years  ending  in  1983,  a  period  marked 
by  two  recessions.  The  latest  covers 
workers  displaced  from  1985  through 
1989,  years  of  continuing  expansion. 

Although  employment  rose  at  a  rela- 
tively rapid  clip  in  the  second  half  of 
the  1980s,  the  bls  still  found  that  about 
4.3  million  workers  over  20  years  old 
lost  permanent  jobs  (held  for  at  least 
three  years)— only  14%  less  than  in  1979- 
83.  Some  59%  of  job  losers  were  let  go 


because  their  plant  or  company  closed 
down  or  moved,  and  only  60%  had  ad- 
vance warning  that  their  jobs  were  in 
jeopardy.  Four-fifths  of  those  laid  off 
were  25  to  54  years  old. 

Predictably,  workers  displaced  from 
1985  to  1989  had  an  easier  time  finding 
new  jobs  than  those  displaced  earlier  in 
the  decade.  By  January,  1990,  some  72% 
were  back  at  work,  compared  with  just 
(50%  in  January,  1984.  But  half  of  these 
were  employed  in  different  industries, 
and  45%  actually  had  to  change  occupa- 
tions. And  it  took  reemployed  workers 
an  average  of  8.2  weeks  to  find  work. 

Meanwhile,  14%  of  job  losers  were 
still  unemployed  in  early  1990,  and  14% 
had  left  the  labor  force.  And  of  the  60% 
who  received  unemployment  insurance, 
44%  had  exhausted  their  benefits. 

Perhaps  the  most  striking  aspect  of 
the  latest  survey  results  is  the  down- 
ward mobility  of  so  many  workers.  The 
median  nominal  wage  of  reemployed 
workers  declined  by  11.8%.  Over  40% 
of  workers  back  at  full-time  jobs  were 
earning  less  than  they  had  on  their  old 
ones,  and  more  than  25%  suffered  pay 
cuts  of  20%  or  more.  An  additional  11% 
of  previous  full-timers  were  either  self- 
employed,  working  part-time,  or  working 
for  no  pay  in  a  family  business.  And 
some  25%  of  workers  who  lost  a  job 
with  health  insurance  still  had  no  private 
coverage— at  work  or  otherwise— in  1990. 

Bad  as  these  statistics  appear,  job 
losers  affected  by  the  1990-91  recession 
are  undoubtedly  faring  a  lot  worse.  And 
the  pain  seems  to  be  spreading  to  new 
areas,  as  the  restructuring  trend  that 
wrenched  the  manufacturing  sector  some 
years  ago  accelerates  in  service  indus- 
tries such  as  banking,  airlines,  commu- 
nications, a<l\  ert  ising,  and  retailing. 


TO  SEE  WHAT  A  REAL 
RECOVERY  LOOKS  LIKE, 
LOOK  NORTHWARD 


The  news  that  economic  activity  ac- 
tually declined  in  the  second  quar- 
ter has  raised  fears  that  the  recovery 
may  prove  evanescent.  But  no  such 
doubts  are  being  entertained  about 
growth  north  of  the  border.  Canada, 
which  entered  recessionary  territory 
earlier  than  the  U.S.  and  stayed  there  a 
full  year,  has  bounced  back  smartly. 

Canada's  government  estimates  that 
the  economy  rose  at  a  healthy  4.9%  an- 
nual pace  in  the  second  quarter.  Resi- 
dential investment  has  led  the  way,  with 
housing  starts  up  12%  in  July  and  more 
than  100%  since  January.  Meanwhile, 
auto  sales  and  manufacturing  have  risen 
for  four  consecutive  months.  Economist 


Robert  E.  Mellman  of  Morgan  Guarai 
Trust  Co.  expects  Canadian  growth 
stay  strong  through  1991— "assuming  tl 
the  U.S.  economy,  which  takes  75% 
Canada's  exports,  picks  up  some  stear 


BIG  UPTICKS  AREN'T 
ALWAYS  THE  START 
OF  SOMETHING  BIG 


II 


Take  July's  21.5%  surge  in  nondefer 
capital  goods  orders  with  a  grain 
salt,  advise  economists  at  Donaldsc 
Lufkin  &  Jenrette  Securities  Corp.  Th  f 
note  that  such  orders  soared  by  at  le; 
20%  only  two  times  since  1969.  One  w 
last  December,  when  a  24.9%  rise  w 
followed  by  five  straight  monthly  ( 
dines.  The  other  was  in  July,  1974,  eig 
long  months  before  the  1973-75  rec< 
sion  ended. 


THE  MODEST  EFFECT 
OF  A  FAREWELL 
TO  ARMSMAKENG 
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Another  industry  experiencing  j 
displacement  is  defense.  But  desp  Nil 
howls  of  pain  from  some  affected  i 
gions,  cutbacks  in  defense  spendi 
won't  make  much  of  a  dent  in  U.  S.  ei] 
ployment  or  the  overall  economy,  pr| 
diets  the  Defense  Budget  Project 
Washington  nonprofit  research  grouj 
Defense  outlays  have  already  fal 
22%  in  real  terms  in  the  past  five  yea|l 
and  could  decline  an  additional  13% 
1996.  As  a  result,  says  the  group,  son 
2.8%  of  America's  gross  national  produ 
will  shift  from  defense  to  nondefen 
output  in  that  10-year  period.  That's  f 
less  than  the  5.4%  and  4.8%  shifts 
GNP  that  occurred  in  the  10  years  f< 
lowing  the  Korean  and  Vietnam  wars 
The  UBP  predicts  that  814,228  defens 
sector  private  jobs— 25%  of  such  jot 
but  less  than  1%  of  total  private  ei 
ployment— will  disappear  between  fisc 
1990  and  1996.  Total  job  cuts-includh 
military,  civilian,  and  private-sector  p 
sitions— will  peak  in  1993,  when  defen 
spending  is  set  to  drop  10%.  But  even  1  t 
that  year,  the  combined  cuts  will  amou 
to  only  0.3%  of  total  U.  S.  employme: 
as  of  1990  and  less  than  1%  of  job  rol 
in  the  hardest-hit  states— Virginia,  Co, 
necticut,  Hawaii,  California,  Alaska— a 
in  the  District  of  Columbia. 

The  research  group  adds  that  mar  ICC 
of  the  job  cuts  won't  translate  into  hig||][ 
er  unemployment,  since  they  will 
achieved  through  normal  attrition 
early  retirement. 

With  Amy  Bonus  in  Washingh  ri 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ONSUMERS  ARE  WILLING, 
UT  THEIR  WALLETS  ARE  WEAK 


;>or  a  recovery  that  most  economists  believe  is  four 
Hor  five  months  old,  you  would  expect  the  data  to 

look  a  lot  more  reassuring.  Instead,  some  of  the 
jst  numbers  are  starting  to  raise  doubts.  Manufactur- 

looks  upbeat,  but  the  data  from  consumers  are 
vnright  worrisome.  That's  an  important  split.  It  was  a 
twar  burst  of  consumer  spending  that  sparked  the 
tory  rebound,  and  consumers  hold  the  key  to  the 
overy's  longevity. 

!o  far,  shoppers  have  done  their  part.  Consumer 
■nding  has  risen  for  three  consecutive  months.  In 
y,  real  outlays  began  the  third  quarter  at  a  3.7% 
mal  rate  above  their  average  of  the  second  quarter, 
en  they  rose  at  a  2.8%  pace.  Since  consumer  spending 
;wo-thirds  of  gross  national  product,  the  July  level  of 
Jays  virtually  assures  the  first  advance  in  real  GNP 
ce  the  third  quarter  of  1990. 

But  can  shoppers  continue  to 
spend  at  such  a  heady  pace? 
The  signs  are  not  favorable.  In- 
come growth  remains  far  below 
the  pace  of  spending.  The  sav- 
ings cushion  is  skimpy.  And  the 
rebound  in  housing  is  showing 
signs  of  fatigue  (chart). 

In  addition,  consumers  re- 
main worried  about  job  securi- 
ty. And  rightfully  so.  The  Con- 
ference Board's  index  of  help- 


A  WOBBLY 
©USING  RECOVERY 
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THOUSANDS  OF  UNITS  AT  ANNUAL  RATES 
DATA:  COMMERCE  DEPT. 


nted  advertising  fell  to  an  eight-year  low  in  July, 
iless  job  and  income  growth  show  more  pep,  consum- 
;  will  not  be  in  a  very  festive  mood  as  the  important 
liday  shopping  season  gets  under  way. 
[fn  July,  shoppers  spent  a  fair  amount  of  time  in 
ires.  Consumer  spending  increased  by  0.4%,  after  ad- 
iting  for  inflation.  Real  outlays  for  durable  goods  rose 
;trong  1.17",  with  big  advances  in  cars,  appliances,  and 
rniture.  Spending  for  nondurable  goods  surged  by 
%,  as  clothing  and  food  sales  were  up.  Outlays  for 
"vices  slipped  by  0.1%  in  July.  But  that  was  the  result 
a  fall  in  energy  use.  Demand  for  services  remains  on 
solid  upward  track. 


j  TAXES 
;  TAKE  A 
p  JIGGER 
1ITE 


But  while  shoppers  seem  willing,  their 
wallets  are  weak.  Personal  income 
slipped  by  0.1%  in  July,  with  a  0.3%  de- 
cline in  wages  and  salaries.  After  adjust- 
£  for  inflation  and  taxes,  real  disposable  income  is  0.7% 
low  its  level  of  a  year  earlier.  And  take-home  pay  may 
rink  further,  because  the  record  hikes  in  state  and 


A  RECORD  LOSS 
IN  INTEREST  INCOME 


local  taxes  will  cut  into  earnings  in  coming  months. 

Even  before  those  hikes,  the  economy  was  already 
carrying  a  record  tax  burden.  During  the  year  ended  last 
quarter,  receipts  at  the  federal,  state,  and  local  levels — 
excluding  federal  grants  to  states — stood  at  32.7%-  of 
gross  national  product.  That's  the  highest  four-quarter 
burden  in  the  postwar  era.  The  tax  bite  typically  falls 
during  recessions,  but  this  time,  it  rose. 

After  hitting  bottom  in  January,  real  disposable  in- 
come has  since  increased  by  an  annual  rate  of  2.2%.  But 
consumer  spending  has  grown  by  more  than  twice  that, 
with  a  4.9%  gain.  This  split  is  eroding  savings,  which,  as 
a  percent  of  disposable  income,  sank  to  3.7%  in  July, 
from  4.1%  in  June,  and  from  4.7%  a  year  ago. 

Consumers  often  draw  down 
their  savings  in  a  recession,  but 
they  already  had  sparse  nest 
eggs  heading  into  the  1990-91 
downturn.  The  savings  rate  now 
is  far  lower  than  in  the  early 
months  of  any  past  recovery. 

The  decline  in  savings — along 
with  the  drop  in  interest  rates — 
has  caused  a  sharp  fall  in  inter- 
est income.  Such  earnings  have 
dropped  for  seven  consecutive 
months  and  are  1.2%  below  their  level  of  last  July 
(chart).  That's  the  biggest  decline  in  the  postwar  era,  and 
only  the  second  time  that  interest-income  growth  has 
been  negative.  With  interest  rates  headed  even  lower, 
such  earnings  are  likely  to  shrink  further. 

Lower  interest  income  will  combine  with  higher  taxes 
and  slower  job  growth  to  hold  down  gains  in  personal 
income  for  the  rest  of  the  year.  And  less  cash  will  cause 
a  further  squeeze  on  household  balance  sheets. 

NEW  HOMES  Shaky  consumer  finances  already  have 
rattled  the  housing  rebound.  Sales  of  new 
single-family  homes  fell  a  steep  8.5%  in 
July,  to  an  annual  rate  of  472,000.  Despite 
lower  mortgage  rates,  buyers  are  holding  back  because 
of  job  worries  and  affordability  problems. 

Unless  demand  picks  up,  builders  will  find  themselves 
with  an  oversupply  of  homes.  Construction  picked  up 
this  summer  on  the  strength  of  the  spring  rebound  in 
housing.  In  July,  total  construction  spending  jumped  by 
1.6%.  The  gain  was  led  by  outlays  for  single-family  hous- 
ing, which  surged  by  5.1%. 

Even  with  the  July  jump,  construction  began  the  third 
quarter  little  changed  from  its  pace  of  the  second  quar- 
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ter.  Moreover,  homebuilders  reported  fewer  buyers  in 
August,  as  well,  so  construction  activity  may  have  fallen 
back  last  month.  If  so,  the  building  sector  could  be  a 
drag  on  economic  growth  this  quarter. 

I  INDUSTRIAL   New  questions  about  the  housing  recov- 

ACTIVITY  ery,  combined  with  the  August  dropoff  in 
IS  BRISK,  car  sa]es  an(j  the  p00r  state  of  consumer 
I  FOR  MOW  fundamentals,  threaten  to  put  a  damper 
on  the  rebound  in  manufacturing.  To  be  sure,  factories 
are  faring  0.  K.  at  the  end  of  summer,  but  if  consumers 
start  pulling  back,  autumn  may  be  a  tougher  go. 

The  Commerce  Dept.  reported  that  factory  orders 
jumped  6.2%  in  July,  the  largest  gain  in  20  years,  and  the 
National  Association  of  Purchasing  Management  says 
that  bookings  remained  strong  in  August. 

Order  strength  helped  to 
boost  the  purchasing  managers' 
index,  a  composite  gauge  of 
manufacturing  activity,  to  54.8% 
in  August.  That  reading  was 
the  highest  since  December, 
1988,  and  the  index  has  now 
surpassed  50%,  the  dividing  line 
between  expansion  and  contrac- 
tion in  the  factory  sector,  for 
the  third  consecutive  month. 
The  gain  in  factory  orders  fil- 
tered into  the  July  index  of  leading  indicators  in  a  big 
way.  Orders  for  consumer  goods,  bookings  for  capital 
goods,  and  unfilled  orders  are  three  of  the  11  indicators 
in  the  index,  and  they  contributed  virtually  all  of  July's 
1.2%  jump.  It  was  the  sixth  consecutive  increase  (chart). 

The  continued  rise  in  the  leading  index  bodes  well  for 
the  recovery,  but  orders  are  almost  certain  to  retrace 
some  of  their  July  gains  in  August.  An  oversized  in- 
crease in  aircraft  bookings  and  quirks  in  Commerce's 
seasonal  adjustment  helped  to  lift  the  July  numbers. 
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In  addition,  manufacturers'  inventories  now  appear  I 
be  in  a  comfortable  balance  with  demand.  Manufactu 
ers'  stockpiles  declined  0.6%  in  July,  the  seventh  drop 
the  past  eight  months  (chart).  Because  shipments  ha\ 
been  rising,  the  ratio  of  inventories  to  sales  fell  to  1.57 
July.  The  ratio  had  jumped  sharply  during  the  recessic 
as  demand  fell,  indicating  that  stock  levels  were  high< 
than  desired.  But  in  July,  the  ratio  was  about  where 
was  in  June  of  last  year,  before  the  recession  began. 

By  this  measure,  inventories 
are  not  excessively  low,  such 
that  manufacturers  would  need 
to  rev  up  production  for  fear  of 
not  having  the  goods  to  meet 
demand.  Instead,  the  current 
rate  of  output  is  sufficient  for 
the  pace  of  shipments.  And  un- 
less demand  picks  up,  output  is 
not  likely  to  grow  much  faster 
this  fall  than  it  grew  during  the 
summer.  Conversely,  however 
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if  demand  sputters,  output  may  slow  down  as  well. 

Detroit  may  already  be  offering  a  case  in  point.  Aulj 
production  for  the  third  quarter  was  scheduled  at 
annual  rate  of  6.5  million.  That  would  have  been  a  sur£ 
from  5.3  million  in  the  second  quarter.  Now,  after  tl 
August  slump  in  car  sales,  Detroit  says  it  has  pared 
quarter's  production  to  only  about  5.9  million.  EconJ 
mists  had  expected  the  boost  from  car  output  to  add 
much  as  2  percentage  points  to  this  quarter's  growth  1 
real  GNP.  Now,  the  potential  impact  has  been  cut  in  halj 

Still,  a  positive  third  quarter  for  GNP  growth  seems 
the  bag.  Production  of  cars  and  other  goods  will  add  u] 
GNP,  even  if  the  output  ends  up  in  inventory.  And 
consumers  pull  back  a  little  in  August  and  Septembel 
the  high  level  of  spending  in  July  assures  a  quarter! 
gain  in  outlays.  However,  keeping  GNP  in  plus  territoij 
in  the  fourth  quarter  could  be  a  tougher  challenge. 


INSTALLMENT  CREDIT 


Monday,  Sept.  9 

Consumers  probably  reduced  their  in- 
stallment debt  levels  by  about  $280  mil- 
lion in  July,  say  economists  surveyed  by 
MMS  International,  a  unit  of  McGraw-Hill 
Inc.  Credit  has  fallen  in  seven  of  the  last 
nine  months,  including  a  $1.8  billion  drop 
in  June.  Declines  in  auto  financing  and 
personal  bank  loans  will  offset  a  gain  in 
revolving  debt.  A  modest  rise  in  credit- 
card  use  is  suggested  by  an  increase  in 
nonauto  retail  sales  in  July. 

PRODUCER  PRICE  INDEX  

Thursday,  Sept.  12,  8:30  a.m. 
The  MMS  consensus  expects  that  produc- 
er prices  of  finished  goods  likely  grew 


by  0.3%  in  August.  Higher  fuel  costs  will 
lead  the  gain.  Producer  prices  fell  0.3f/c 
in  June  and  0.2%  in  July,  as  the  reces- 
sion cut  any  upward  pressures  on  mate- 
rials prices.  Producer  prices  have  risen 
just  2.9%  in  the  past  year.  Excluding 
food  and  energy,  prices  probably  rose  by 
0.2%  in  August,  the  same  modest  gain  as 
in  July. 

CONSUMER  PRICE  INDEX  

Friday,  Sept.  13,  8:30  a.m. 
Consumer  prices  likely  advanced  by  0.3a 
in  August,  after  edging  up  0.2%  in  July. 
Excluding  food  and  energy,  prices  also 
are  expected  to  rise  by  0.3%.  Higher 
sales  taxes  on  some  items  will  offset  a 
fallback  in  apparel  prices,  which  surged 
0.9%  in  July.  That  jump  helped  to  lift 


nonfood,  nonenergy  consumer  prices  h 
0.4%  in  July.  The  expected  August  i: 
crease  would  place  the  total  CPI  lei 
than  4%  above  its  level  of  a  year  ago, 
sharp  improvement  from  its  5.6%  pace 
the  12  months  before  that.  The  inflatic 
rate  at  the  consumer  level  hasn't  fall* 
below  4%  since  early  1988. 

RETAIL  SALES 


Friday,  Sept.  13,  8:30  a.m. 
The  MMS  economists  are  looking  for  littl 
change  in  retail  sales  for  August.  That 
suggested  by  slumping  new-car  salei 
However,  sales  outside  of  autos  are 
pected  to  rise  by  just  0.3%  in  Augus 
the  same  modest  gain  as  in  July.  Tha 
would  be  a  weak  showing  for  the  bacl 
to-school  shopping  season. 
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Opening  Black  could  be  the  start  of 
something  beautiful. 


Ultimately  theres  Black. 

®  1991  SCHIEFFELIN  t  SOMERSET  CO..  NY.  NY  JOHNNIE  WALKER  *  BLACK  LABEL®  BLENDED  SCOTCH  WHISKY  40%  Alc/Yol  (80*). 
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IT'S  NO  SPREE,  BUT  SHOPPERS  ARE  SHOPPING  AGAIN 


Penny-pinching  consumers  hurting 
retailers?  Not  if  the  Bender  fam- 
ily has  anything  to  say  about  it. 
On  the  Sunday  before  Labor  Day, 
pharmacist  Michael  Bender  took  his 
wife,  Marcia,  and  son,  Matthew,  to  Gur- 
nee  Mills,  a  new,  2  million-square-foot 
outlet  mall  north  of  Chicago.  Matthew, 
14,  had  already  gotten  $500  worth  of 
new  clothes  for  school.  Still,  his  mother 
wanted  to  "pick  up  some  odds  and 
ends."  So  she  bought  him  a  trendy-look- 
ing cotton  shirt  for  $20.  Is  the  recession 
cutting  into  back-to-school  shopping? 
"You  wouldn't  know  it  here,"  said  Mi- 
chael Bender,  surveying  the  estimated 
100,000  shoppers  who  crowded  the  mall. 

You  wouldn't  know  it  in  a  lot  of 
places.  While  hardly  booming,  back-to- 
school  sales  are  up.  At  Burlington  Coat 
Factory,  a  discount  chain  that  last  year 
moved  $790  million  in  apparel,  Chairman 
Monroe  G.  Milstein  says:  "So  far,  we're 
ahead  in  the  high  single  digits."  At  casu- 
al-wear purveyor  Benetton,  spokesman 
Peter  Fressola  notes:  "Within  the  last 
two  weeks,  business  has  really  picked 
up.  Some  of  our  stores  are  reporting 
double-digit  increases." 

Even  at  Abraham  &  Straus,  a  division 
of  bankrupt  Federated  Department 
Stores  Inc.  based  in  Brooklyn,  X.  Y., 
"back-to-school  sales  are  much  better," 
says  Senior  Vice-President  Francesco 
Cantarella.  He  adds:  "We  haven't  seen 
any  stuff  that  people  look  at 
and  wonder,  'When  is  that  go- 
ing to  be  marked  down?'  " 
making  do.  Reports  like 
these  from  the  store  aisles  of- 
fer comfort  and  hope  that's 
been  a  long  time  coming  to 
U.  S.  retailers.  They've  spent 
the  past  year  or  more  cutting 
stocks,  slashing  prices,  and 
praying  for  paying  customers. 
Consumers,  many  of  whom  a 
couple  years  back  shopped 
just  for  the  sport  of  it,  have 
been  making  do  with  what 
they  have — or,  when  they 


must  lay  out  cash,  they've  been  buying 
cheaper  goods.  Kay  Cardenas,  a  Burlin- 
game  (Calif.)  preschool  teacher  and 
mother  of  a  sixth-grader,  recently  re- 
fused to  shell  out  $50  for  the  Guess? 
jeans  skirt  her  daughter  coveted.  "There 
was  only  a  half-yard  of  denim  in  it,"  she 
says.  "I  explained  to  her  that  it  wasn't  a 
value." 

Such  frugality  may  leave  some  house- 
holds glowing  with  virtue.  But  taken  to- 
gether, all  those  tight  fists  helped  last 
year  to  throw  the  economy — two-thirds 
of  which  depends  on  consumer  spend- 
ing— into  recession.  With  retail  sales 
generally  down  about  3.5%  so  far  this 
year,  any  gains  over  even  1990's  spotty 
record  will  be  welcome  (chart).  Nor 
could  the  improvement  arrive  at  a  better 
time:  The  back-to-school  and  Christmas 
seasons  are  pivotal  periods  when  shop- 
pers spend  more  money  than  the  rest  of 
the  year  combined.  That's  why  econo- 
mists were  so  heartened  recently  when 
R.  H.  Macy  &  Co.  said  it  expects  its 
sales  to  leap  some  8%  over  the  next  six 
months. 

Not  every  retailer  is  enjoying  the 
surge.  A  spokesman  at  J.  C.  Penney  Co. 
says  back-to-school  sales  "have  been  dis- 
appointing." At  Dayton  Hudson  Corp., 
President  Stephen  E.  Watson  reports  re- 
cent sales  are  up  a  tad,  but  less  than 
expected.  He  thinks  some  kids — includ- 
ing his  own  daughter — are  waiting  until 
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they  go  back  to  school  before  they  mak 
their  purchases.  One  more  warning  sigi 
Until  consumers'  incomes  get  growinj 
again,  any  rebound  in  retailing  necessa 
ily  will  be  dampened.  "You  can  onl 
draw  on  savings  growth  for  so  long  t  • 
get  spending  growth,"  notes  Carl  Steidj' 
mann,  chief  economist  at  r<  [ . 
tail  consultants  Managemerj! 
Horizons.  "That's  a  limite| 
string  to  push  on." 

That  said,  Steidtmann  sti  , 
expects  consumers  to  stai 
opening  their  wallets.  "Ther 
is  a  lot  of  pent-up  demand  ou 
there,"  he  notes.  "Peopl 
didn't  shop  for  a  good  12  to  1 
months,  and  eventually  stui 
wears  out."  Plus,  a  combim 
tion  of  events — easier  credi  f 
stabilizing  home  prices,  lowei 
energy  hills,  and  risin 
stocks — seems  to  be  fosterin  - 


imism.  "There  is  a  certain  energy,  a 
penological  thing,  at  the  store  level 
it  hasn't  been  there  in  a  long  time," 
serves  Benetton's  Fressola. 
iome  stores  plainly  are  doing  better 
Un  others.  Which  ones?  "The  stores 
it  offer  value-oriented  merchandise 
;h  really  moderate  prices 
!  going  to  end  up  with  the 
i's  share  of  the  business," 
rs  Kurt  Barnard,  a  retail 
lsultant  in  New  York.  "The 
lers  will  sit  there  with  their 
igues  hanging  out." 
ts  fine.  That's  good  news 
•  the  so-called  off-price  re- 
lers  that  take  name-brand 
nainders  and  discount 
;m.  At  Boston-based  T.  J. 
ixx,  for  instance,  Hurricane 
b  briefly  dampened  East 
ast  sales,  but  executives  re- 
.in  sanguine.  "Off-pricers' 


results  have  been  very  favorable,"  says 
a  spokeswoman.  "We're  well-positioned 
for  the  economy." 

And  those  that  aren't  well-positioned 
are  trying  to  get  that  way  fast.  Po  Chan, 
a  partner  in  Yountville  Clothes  for  Chil- 
dren, a  four-store  chain  in  the  San  Fran- 
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cisco  area,  is  buying  fewer  $100  Europe- 
an party  dresses  for  infants  these  days. 
Instead,  she's  stocking  up  on  domestical- 
ly made  dresses  marked  at  $50  to  $60. 

Big  department  stores  and  chains  are 
trying  to  catch  consumers  with  inexpen- 
sive-but-trendy items.  "What's  doing 
well  is  less-serious-looking 
fashion,"  says  Sarah  Davies, 
corporate  fashion  director  at 
Nordstrom  Inc.  "Anything  too 
serious  or  too  basic  or  too 
classic  everyone  is  leaving  be- 
hind, because  they  already 
have  it  in  their  closets."  At 
Abraham  &  Straus,  shoppers 
are  grabbing  most  any  gar- 
ment covered  with  dots,  says 
Cantarella:  "Big  dots,  small 
dots,  there  is  a  lot  of  excite- 
ment about  dots  this  year." 
Wild  colors  also  remain  hot: 
At  Gurnee  Mills,  a  kiosk 
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called  Originals  is  selling  lots  of  $14.95 
T-shirts.  They  look  like  '60s-era  tie-dye 
shirts,  but  the  colors  change  when  some- 
thing warm — a  hand,  or  hot  breath — 
comes  in  contact  with  them. 

At  K  mart,  "skeggings" — skirts  with 
leggings  attached — are  going  fast.  Also 
big  hits  at  K  mart:  the  Lisa  Frank  line  of 
very  feminine-looking  school  supplies 
aimed  at  little  girls,  and  Elmer's  Glu- 


colors — glue  in  neon  pink,  green,  yellow, 
orange,  and  blue.  Wal-Mart  shoppers  are 
snapping  up  small  coolers,  backpacks, 
and  lunch  kits  in  bright  colors.  Near  col- 
leges, Wal-Mart  is  winning  with  Bed  in  a 
Bag,  a  comforter-and-sheet  set. 

While  consumers  hold  off  on  those 
$100  baby  dresses,  many  still  are  hot  for 
bargains.  "My  spending  is  up  207c,  but 
I'm  buying  because  I  have  to,"  says  San 


Francisco  physician  Ellen  Howse.  S| 
recently  purchased  a  new  refrigeraq 
and  a  Mazda  minivan,  feeling  she 
good  deals  on  both.  That's  the  spirit 
tailers  are  counting  on  to  carry  the| 
into  1992. 

By  Laura  Zinn  in  New  York  and  Ju\ 
Flynn   Siler  in   Chicago,    with  Alice 
Cuneo  in  San  Francisco,  and  burei 
reports 


AT  $200  A  POP,  WILL  SUPER  NINTENDO  HAVE  LEGS? 


With  the  speed  of  Super  Mario 
racing  to  rescue  the  prin- 
cess, Larson  Lee  flew  into 
his  dad's  car  without  shoes  and  socks 
when  he  heard  the  news  he  was  wait- 
ing for.  After  pestering  Nintendo  of 
America's  800-number  operator  for 
weeks,  he  had  confirmed  that  the  new 
16-bit  Super  Nintendo  Entertainment 
System  was  being  unpacked  at  his  lo- 
cal video-game  store.  Within  15  min- 
utes, the  9-year-old  San 
Franciscan  got  his  dad  to 
plunk  down  some  $200 
for  the  latest  in  home 
video  entertainment.  "If 
we  waited  for  Christmas, 
I  didn't  know  if  we 
would  be  able  to  find 
one,"  says  his  father, 
Larry  G.  Lee.  Besides, 
after  six  long  months  of 
hard  lobbying  from  Lar- 
son, "I  figured  life  would 
be  a  lot  easier  if  I  bought 
it  now." 

One  of  32  million  U.  S. 
customers  already  en- 
thralled with  Nintendo's 
8-bit  machine,  Larson 
isn't  the  only  one  going 
crazy  for  the  new  sys- 


producing  an  effect  that's  close  to  ar- 
cade quality.  "It's  the  difference  be- 
tween a  prop  and  jet,"  says  Scott  Bau- 
hofer,  merchandise  manager  for 
personal  electronics  with  Good  Guys 
Inc.,  a  chain  of  32  California  and  Neva- 
da stores.  Philips  will  collaborate  with 
Nintendo  on  a  CD-ROM  capability  to  al- 
low future  games  to  contain  actual 
movie  footage. 
With  1990  U.  S.  sales  of  $3.4  billion, 


SUPER  NES  AT  TOYS  'R'  US:  THE  FIRST  BATCHES  ARE  SELLING  FAST 


tern.  "We're  very  excited  about  it," 
says  Michael  Goldstein,  vice-chairman 
of  Toys  'R'  Us,  which  had  its  cache  of 
Super  XESes  flown  to  the  East  Coast  in 
late  August  to  get  a  jump  on  rivals. 
The  Nintendo  Entertainment  Center,  a 
shop  in  Daly  City,  Calif.,  reports  it  sold 
out  its  stock  of  60  systems  in  three 
days.  "It's  the  hottest  product  on  the 
market  in  1991,"  said  Gary  M.  Jacob- 
son,  a  toy  analyst  at  Kidder,  Peabody 
&  Co.  Nintendo  expects  to  ship  up  to 
2.5  million  units  in  the  next  six  months. 
staying  power?  The  early  frenzy 
over  the  16-bit  machine  seems  to  dispel 
fears  that  players  would  simply  shun 
the  system,  which  also  requires  pricey 
game  cartridges  going  for  $50  a  pop. 
The  16-bit  system  provides  richer,  more 
vivid  graphics  in  an  array  of  colors, 


Nintendo  expects  the  new  system  to 
rack  up  $700  million.  But  outsiders  still 
wonder  if,  after  the  fanatics  finish  de- 
vouring the  first  few  batches,  such  an 
expensive  machine  will  have  the  stay- 
ing power  of  the  cheaper,  8-bit  Nin- 
tendo, whose  suggested  retail  price  has 
stayed  around  $99. 

Then  there  are  the  parents  who  vow 
to  resist.  Larry  Lee  says  his  son  bene- 
fits from  Nintendo  by  avidly  reading 


Nintendo  accounts  for 
16%  of  the  U.S.  toy  market, 
so  retailers  are  praying  for 
the  new  machine's  success 


manuals  on  the  game  and  writing  ud 
his  own  Nintendo  guide  on  the  famil] 
computer.  But  Sandra  Powers  of  San 
Francisco  does  not  expect  to  buy  Supej 
NES  for  her  two  boys.  "We  just  had  ou 
talk  about  no  Nintendo  during  school, 
she  says.  Cindy  Elsbree  of  Gilroy 
Calif.,  is  also  hesitant:  "With  $200 
would  probably  find  something  wit! 
more  educational  value." 
And  Nintendo,  which  has  dominatec 
the  8-bit  market,  has 
been  beaten  to  the  puncl 
in  16-bit  systems  by  Segs 
of  America's  Genesis 
with  its  hot  game  featur 
ing  a  speedy  hedgehog 
named  Sonic.  Sega 
which  vows  to  make  1(  \ 
bits  the  undisputed  stan 
dard  for  video  games 
has  been  sold  out  since 
July.  And  Sega's  systems 
are  compatible  with  older 
8-bit  versions  through 
$35  adapter,  giving  Sega 
a  software  library  for 
Genesis  that  is  currently 
seven  times  that  of  Nin- 
tendo's Super  NES.  Nin- 
tendo intends  to  maintain 
its  8-bit  market  separate- 
ly, while  promoting  Super  NES  to  ad- 
vanced players.  About  18  Super  NES 
games  will  be  out  by  Christmas. 

Plenty  of  people  want  Nintendo  to 
succeed.  It  accounts  for  an  astounding; 
16%  of  the  total  U.  S.  toy  market,  so 
the  success  of  Super  NES  will  affect  toy 
retailers  deeply.  And  if  Nintendo  can't! 
crank  them  out  fast  enough,  analyst 
Jacobson  figures  traditional  toymakersj 
such  as  Tyco  Toys  Inc.  and  Mattel  Inc. 
will  profit  by  selling  their  own  low-tech 
products  to  kids  and  parents  who  want 
something  under  the  tree  but  can't  get* 
their  hands  on  Super  NES.  Whether  for 
retailers  or  other  toymakers,  the  Super1 
Mario  Brothers'  next  big  adventure1 
could  be  rescuing  Christmas. 

By  Alice  Z.  Cuneo  in  San  Francisco, 
with  Thane  Peterson  in  Neiv  York 
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ATEGIES 


IERGER  WOULD  GIVE  CCE  55%  OF  U.S.  VOLUME  BUT  MAY  DILUTE  EARNINGS  IN  THE  SHORT  RUN 


3HNST0N  MAY  BE 

HE  BOTTLER  THAT  REFRESHES 


nerger  could  bring  CCE  badly  needed  management  savvy 


tockholders  at  Coca-Cola  Co.  have 
'^plenty  to  cheer  about.  Average  an- 
n^nual  return  on  the  stock  has  been 
o  for  the  past  five  years.  On  the  other 
id,  shareholders  of  the  soft-drink  gi- 
;'s  49%-owned  Coca-Cola  Enterprises 
.,  the  largest  Coke  bottler,  are  apt  to 
groaning.  The  stock  is  languishing 
iund  14%,  slightly  below  the  initial 
ering  price  of  16  five  years  ago. 
i  CE's  latest  move  may  finally  offer 
ie  of  improvement.  On  Aug.  30,  CCE 
lounced  it  planned  to  acquire  private- 
owned  Johnston  Coca-Cola  Bottling 
Dup  in  Chattanooga,  the  second-larg- 
domestic  Coke  bottler,  for  about  $450 
lion  in  CCE  stock.  The  combined  com- 
ly  would  give  CCE  control  of  55%  of 
ke's  U.  S.  bottling  volume.  Equally 
oortant,  it  would  bring  CCE  a  group  of 
,eran  bottling  managers  hoping  to  re- 
enate  the  acquirer. 
dega  bodies.  Until  now,  CCE  has 
3n  run  by  Brian  G.  Dyson.  The  former 
id  of  Coca-Cola  USA,  he  played  a  big 
e  in  the  successful  Diet  Coke  intro- 
:tion  in  1982  and  was  known  as  a 
rvy  marketer.  But  he  had  little  of  the 
nds-on  manufacturing  experience 
ad  bottlers  need.  During  his  five-year 
lure,  he  built  a  centralized  manage- 
■nt  structure  with  a  large  corporate 
if  but  few  decision-makers  at  the  lo- 
level.  Industry  consultants  call  that  a 
stake,  since  bottlers  must  work  close- 


ly with  all  customers — from  national 
chains  to  tiny  neighborhood  bodegas. 
"In  the  bottling  business,  you've  got 
hundreds  of  marketing  decisions  every 
day,"  says  Prudential  Securities  Inc.  an- 
alyst George  Thompson.  "You  can't  just 
sit  in  Atlanta." 

That's  where  Johnston's  structure 
may  serve  as  a  model.  It  is  decentral- 
ized, with  each  of  nine  operating  groups 
run  by  a  general  manager.  According  to 
Johnston  President  Henry  A.  Schimberg, 
who  will  keep  that  title  at  the  combined 
company,  local  management  is  key  to 
tailoring  promotions  with  merchants, 
which  help 
move  product 
without  slash- 
ing prices  and 
make  it  easier 
to  respond  to 
competition. 
Pespi-Cola  USA,  which 
owns  most  of  its  bot- 
tlers, switched  to  a  re- 
gional structure  for  all  op 
erations  three  years  ago. 

Johnston's  results 
port  Schimberg's  philos 
phy.  The  company  has 
corded  losses  for  the  past  i 
years  because  of  debts  from 
acquisition,  but  it  is  one  of  the 
few  bottlers  to  post  volume 
growth.  Case  sales  were 


in  the  quarter  that  ended  Apr.  30,  1991. 

CCE  was  created  in  1986,  when  Coke 
bought  and  consolidated  several  bot- 
tlers, primarily  in  the  West  and  South- 
east. Coke  spun  off  51%  of  the  new  com- 
pany's shares,  allowing  the  soft-drink 
giant  to  push  off  its  balance  sheet  the 
$3.1  billion  in  acquisition  debt. 
sugar  fix.  The  dynamics  of  Coke's  busi- 
ness are  more  attractive  than  those  of 
its  bottler.  Coke's  primary  business  is 
selling  concentrate  and  syrup  to  bot- 
tlers, and  it  also  provides  marketing  sup- 
port to  sell  Coke.  Bottlers  compete  on  a 
scrappier  level:  They  manufacture  and 
distribute  soft  drinks  to  the  retail  and 
fountain  outlets  and  handle  most  local 
promotion.  At  one  time,  bottlers  held 
long-term,  fixed-price  contracts  for  Coca- 
Cola  concentrate  and  syrup  that  allowed 
for  price  increases  only  when  sugar 
prices  rose.  But  when  Coke  spun  off  CCE 
and  bought  stakes  in  other  bottlers,  new 
contracts  called  for  regular  increases 
tied  to  inflation. 

That  was  good  for  Coke  but  made 
things  tougher  for  the  bottlers.  Thus 
CCE,  which  was  formed  just  as  a  major 
falloff  in  consumption  and  fierce  price 
wars  hit  the  soft-drink  industry,  had  lit- 
tle room  to  maneuver.  Despite  aggres- 
sive cost  reductions,  CCE's  margins 
slipped  from  10'  '<  in  1987  to  8%  in  1990. 
And  CCE  recently  said  it  expected  earn- 
ings per  share  for  1991  to  be  between 
30$  and  35$ — half  the  65$  that  analysts 
were  estimating.  Another  bearish  factor: 
CCE,  with  $2.8  billion  of  long-term  debt 
already,  will  inherit  Johnston's  $1  billion 
in  debt,  which  could  dilute  earnings,  ana- 
lysts say. 

The  plan  calls  for  Summerfield  K. 
Johnston,  chairman  of  the  smaller  bot- 
tler, to  become  CEO  of  the  new  company, 
replacing  Dyson,  who  becomes  vice- 
chairman.  In  what  seems  a  clear  indica- 
tion that  Coke  calls  the  shots  for  CCE, 
Coke  conferred  with  Johnston  for  weeks 
about  an  acquisition  without  input  from 
CCE,  Johnston  executives  say.  "Coca-Co- 
la's recommendation  of  the 
eal  should  not  be  read  as  a 
reflection  on  CCE's  man- 
agement," says  a  Coke 
spokeswoman.  Dyson  de- 
ned  comment.  But 
)hnston's  Schimberg 
ays:  "If  the  deal  goes 
through,  you  will  see 
ICE  adopt  the  same 
modus  operandi  that 
e  have."  Eventu- 
illy,  CCE  share- 
holders may  have 
reason  to  cheer — 
f  they  stick 
around. 

By  Walecia 
Konrad  in 
Atlanta 
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Compton  (Calif.)  naaCP  Presi- 
dent Royce  W.  Esters  (right) 
backs  Judge  Clarence  Thomas 
because  he  embodies  the  self- 
help  philosophy:  'We  need  to 
move  away  from  the  belief 
that  America  owes  me  some- 
thing or  else  I'm  going  to  steal' 


HAS  THE  CIVIL  RIGHTS  MOVEMENT 
GONE  'TERRIBLY  WRONG'? 


The  wrangle  over  Thomas  is  only  one  sign  of  strain  in  the  coalition 


On  a  Saturday  afternoon  earlier 
this  summer,  Cub  Scout  Pack 
409  of  New  Ellenton,  S.  C,  ar- 
rived at  Richardson's  Lake  in  nearby  Ai- 
ken County  for  a  day  of  swimming  and 
picnicking.  But  the  excursion  was  cut 
short.  The  lake's  manager  refused  to  ad- 
mit two  of  the  scouts,  who  were  black, 
so  the  group  turned  back  rather  than 
leave  two  members  at  the  gate. 

Enter  the  National  Association  for  the 
Advancement  of  Colored  People.  Within 
hours  of  learning  of  the  incident,  Nelson 
B.  Rivers  III,  director  of  its  South  Caro- 
lina chapter,  won  the  resignation  of  the 
lake's  manager  and  got  the  property's 
owners  to  adopt  a  policy  of  nondiscrimi- 
nation. The  next  day,  Rivers  took  his 
family  swimming  at  Richardson's  Lake. 

The  NAACP  made  its  reputation  win- 
ning fights  such  as  this.  But  today,  as 
the  civil  rights  movement  battles  the  na- 
tion's tilt  to  the  right  on  economic,  so- 
cial, and  legal  policy,  it's  a  lot  harder  to 
win  in  Washington  than  in  places  like 
Aiken.  Civil  rights  leaders  are  having  to 
prove  their  relevance — and  their  once- 
unquestioned  right  to  speak  for  30  mil- 


lion black  Americans.  "Something  has 
gone  terribly  wrong,"  says  Howard  Uni- 
versity political  scientist  Ronald  W.  Wal- 
ters. "Many  blacks  are  turned  off  by  the 
civil  rights  movement." 

Civil  rights  organizations  have  been 
hit  hard  financially  by  the  recession. 
Moreover,  the  once  formidable  civil 
rights  coalition — which  includes  blacks, 
labor,  Hispanics,  churches,  and  women's 
groups — is  showing  signs  of  strain.  It 
failed  to  persuade  the  White  House  to 
continue  sanctions  against  South  Africa 
or  to  stop  the  GOP  from  calling  rights 
activists  "quota  seekers." 
explosive.  The  malaise  couldn't  come  at 
a  worse  time.  When  Congress  recon- 
venes on  Sept.  10,  the  movement  will  be 
fighting  two  battles  at  once:  to  defeat 
the  nomination  of  U.  S.  Court  of  Appeals 
Judge  Clarence  Thomas  to  the  Supreme 
Court  and  to  win  approval  of  a  measure 
that  makes  winning  job-bias  suits  easier. 
If  Congress  passes  any  civil  rights  legis- 
lation, it  will  be  far  weaker  than  the 
measure  President  Bush  vetoed  last 
year.  And  barring  any  slipups  in  the 
confirmation  process,  Thomas  is  expect- 


ed to  join  the  high  court  next  mont 
The  Thomas  nomination  in  particul; 
has  set  off  a  bomb  in  the  civil  righ  ;i 
tent.  It  exploded  tensions  that  had  lor 
been  building  between  civil  rights  lea 
ers  and  growing  numbers  of  blacks  wl 
believe  that  self-help  efforts  work  bett 
than  government  programs.  Nearly  e  :- 
ery  civil  rights  group — with  the  exce 
tion  of  the  National  Urban  Leagu 
which  is  neutral — opposes  Thomas.  Bi 
he  has  considerable  grass-roots  suppor< 
Larkin  Campbell,  a  Columbia  (S.  C.)  la; 
yer  and  NAACP  member  in  favor 
Thomas,  says  the  group's  leaders  "dor 
necessarily  represent  the  opinions 
their  own  membership." 

NAACP  Chairman  William  F.  Gibsc 
concedes  his  group  lost  touch  with  you 
ger  blacks  several  years  ago  but  insis 
things  are  back  on  track.  "The  idea  thi 
we  are  out  of  the  mainstream  is  wrong 
he  says.  True,  a  new  BUSINESS  WEEP 
Louis  Harris  &  Associates  poll  show 
88%  of  blacks  feel  the  NAACP  is  an  effe 
tive  representative.  But  56%  of  thos 
polled  support  Thomas'  confirmation,  d 
spite  the  opposition  of  civil  rights  grou' 
(page  33). 

Civil  rights  leaders  dismiss  such  pol 
as  the  views  of  the  uninformed.  Sa} 
William  L.  Taylor,  a  civil  rights  lawye 
"The  pollsters  are  talking  to  people  wh 
know  no  more  than  that  Thomas  is  blac 
and  an  American  success  story."  But  it 
precisely  Thomas'  up-from-poverty  bacl 
ground  that  makes  him  attractive  t 
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ny  blacks.  Royce  W.  Esters,  president 
the  naacp  chapter  in  Compton,  Calif., 
:ks  Thomas  because  he  personifies 
self-help  philosophy.  "We  need  to 
ve  away  from  the  belief  that  America 
es  me  something  or  else  I'm  going  to 
al,"  Esters  says.  The  chapter  voted  to 
iport  Thomas,  but  under  pressure 
m  the  parent  group,  members  have 
•eed  to  voice  support  as  individuals. 
?o  some  extent,  the  civil  rights  move- 
nt is  a  victim  of  its  own  success.  The 
islative  victories  of  the  1960s,  which 
Jawed  discrimination  in  education, 
ing,  and  employment,  have  helped 
usands  of  black  households  to  move 
3  the  middle  class.  This  group  is  far 
m  monolithic  and  often  challenges 
il  rights  orthodoxy.  "Blacks  will  not 
pigeonholed  anymore,"  says  W.  Allan 
in,  a  30-year-old  black  entrepreneur 
m  Washington  who  backs  Thomas. 
.its.  The  civil  rights  bill  will  be  anoth- 
big  test  for  the  movement.  The  cohe- 
n  of  the  Leadership  Conference  on 
il  Rights  will  be  challenged  this  fall 
en  the  Senate  takes  up  the  measure, 
•men's  groups  want  the  right  to  seek 
imited  damages  and  jury  trials  for 
bias.  Blacks,  who  already  have  these 
hts,  want  the  bill  to  focus  on  provi- 
ns  that  would  make  it  easier  to  prove 
crimination.  These  differences,  plus 
lite  House  interference,  scuttled  a 
npromise  on  the  bill  last  spring, 
lalph  G.  Neas,  director  of  the  185- 
mber  coalition,  admits  some  tensions 
;  disputes  that  civil  rights  groups  are 
trouble.  "When  you  have  an  economy 
ng  downhill  and  two  branches  of  gov- 
iment  that  are  openly  hostile  to  civil 
hts,  I  think  the  coalition  is  doing 
11,"  he  says.  Neas  notes  such  tri- 
iphs  as  the  Americans  with  Disabil- 
:s  Act,  the  minimum-wage  increase, 
J  passage  of  a  child-care  bill. 
But  the  Leadership  Conference  has 
bious  claims  to  these  "victories." 
sh  supported  the  disabilities  bill.  The 
nimum-wage-hike  bill  was  watered 
,vn  to  meet  White  House  demands, 
d  the  movement  itself  was  split  on 
!  child  care  bill  because  it  provided 
leral  funds  to  religious  organizations. 
Any  loss  of  the  movement's  political 
iscle  could  be  a  boon  for  industry.  It 
;y  be  easier  now  for  business  to 
vart  the  civil  rights  bill  as  well  as 
'orts  to  raise  corporate  taxes.  There 
dd  be  a  downside,  though.  If  Thomas 
ikes  a  conservative  majority  on  civil 
hts  issues,  the  court  may  undermine 
'irmative  action  and  leave  employers' 
ing  practices  in  disarray. 
That's  why  the  battle  over  Thomas  is 
ire  than  a  fight  over  a  vacant  seat  on 
i  Supreme  Court.  It  is  a  fight  for  the 
ry  soul  of  the  civil  rights  movement. 

By  Paula  Dwyer  and  Tim  Smart  in 
ishington 


Business  Week/Harris  Poll 


HOW  BLACKS  VIEW  THOMAS  AND  THEIR  LEADERS 

SHOULD  THOMAS  BE  CONFIRMED? 

■  As  you  probably  know,  President  Bush  has  nominated  Judge 
Clarence  Thomas,  who  is  black,  to  the  U.  S.  Supreme  Court  to  take 
the  place  of  Justice  Thurgood  Marshall,  who  is  also  black.  If  you 
had  to  decide  today,  would  you  favor  or  oppose  Judge  Clarence 
Thomas  for  the  Supreme  Court? 

Favor   56%     Oppose  ....  31%     Not  sure  ....  13% 

WEIGHING  THE  NOMINEE'S  PROS  AND  CONS 

■  Let  me  read  you  some  statements  about  Judge  Clarence  Thomas  and  his  nomination 
for  the  Supreme  Court.  Do  you  agree  or  disagree  with  each? 

Agree     Disagree    Not  sure 

Judge  Thomas  should  be  confirmed  because  it  is  impor- 
tant to  continue  to  have  a  black  on  the  Supreme  Court   60%  37%   3% 

Judge  Thomas  should  be  rejected  because  he  is  opposed 

to  affirmative  action  for  blacks  and  other  minorities    40%  53%   7% 

Judge  Thomas  should  be  confirmed  because  he  is  the 

best-qualified  person  for  the  Supreme  Court  at  this  time  ....  55%  37%   8% 

Judge  Thomas  should  be  rejected  because  most  black  or- 
ganizations are  opposed  to  his  nomination    27%  69%   4% 

Judge  Thomas  should  be  confirmed  because  he  will  be  a 
role  model  for  young  blacks  because  he  came  from  such 

poor  beginnings   62%  35%   3% 

Judge  Thomas  should  be  rejected  because  he  will  stand  for 

the  opposite  of  everything  Thurgood  Marshall  stood  for   33%  58%   9% 

Judge  Thomas  should  be  confirmed  because  President 

Bush  thinks  he  is  the  right  choice   45%  53%  2% 

Judge  Thomas  should  be  rejected  because  if  he  is  on  the 
Supreme  Court  other  blacks  like  him  won't  get  the  same 

opportunities  he  got  under  affirmative  action   33%  61%   6% 

DOES  BLACK  LEADERSHIP  REPRESEHT  YOU? 

■  How  effective  do  you  feel  each  of  the  following  people  or  organizations  is  in  represent- 
ing black  people  like  you — very  effective,  somewhat  effective,  not  very  effective,  or  not 
at  all  effective? 

Very    Some-      Not        Not  Not 
what     very      at  all  sure 

NAACP    54%  .  .  34%  ...  5%  ....  3%    .  .  4% 

Urban  League   34%  .  .  .  47%    .5%  ...  5%  .  .   .  9% 

Leadership  Conference  on  Civil  Rights    44% .  .  42%  ..  4%  ....  4%  ...  .  6% 

Black  Muslim  leaders    19% .  .  .  34% .  .  17%      21%  9% 

Southern  Christian  Leadership  Conference    25%  .  .  .  46%  ..  11%  ....  7%  ...  1 1% 

Reverend  Jesse  Jackson   56% .  .  .  33% ...  4% ....  6% ...  .  1% 

Black  elected  officials,  like  congressmen, 

governors,  and  mayors   33% .  .  .  51%  .  .  .  8%  ....  3% ....  5% 

Leaders  of  black  militant  groups   15%.  .  .  41%.  .  18%.  .  .  19%  .  .  .  7% 

WHAT  ABOUT  BLACK  GROUPS'  OPPOSITION  TO  THOMAS? 

■  Do  you  think  the  opposition  of  most  civil  Serves  best  interests  56% 

rights  organizations  to  the  Thomas  nomination      Does  not  36% 

serves  the  best  interests  of  blacks,  or  not?  Not  sure   8% 

Edited  by  Mark  N.  Vamos 

Survey  of  500  black  adults  conducted  Aug.  29-Sept.  2,  1991,  for  BUSINESS  week  by  Louis 
Harris  &  Associates  Inc.  Results  should  be  accurate  to  within  four  percentage  points. 
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pearing.  Ukraine  President  Leonid  Krai 
chuk  complains  that  the  committee  heal 
ing  the  negotiations  is  too  dominated  11 
Russians.  Other  republican  leaders  frl 
about  a  flurry  of  bankruptcies  amoil 
inefficient  state  enterprises,  since  til 
old  system  of  state  orders  from  the  cell 
tral  government  will  be  dismantled.  Thi 
could  lead  to  popular  unrest  or  spill  ovl 
into  ethnic  strife  if  winter  brings  foca; 
and  fuel  shortages  in  some  areas. 
whose  GOLD?  Moreover,  many  worl 
that  fights  will  erupt  over  the  dividirft 
of  gold  and  other  natural  resource! 
Those  reserves  could  be  important  fl 
republics,  such  as  the  Ukraine,  that  net! 
financial  backing  for  the  convertible  cul 
rencies  they  aim  to  float  in  the  next  s| 
months.  The  disputes  could  also  affel 
Russia's  ability  to  make  its  curreni!4 
convertible  within  the  year.  Other  repu| 
lies  may  not  go  for  the  tight  monetai.| 
policy  needed  to  curb  inflation. 
If  that  turns  out  to  be  the  case,  til 


SOVIET  UNION  I 


INCHING  TOWARD 

A  DECLARATION  OF  INTERDEPENDENCE 


But  any  new  Soviet  economic  union  will  have  to  weather  tough  times 


The  euphoria  of  a  sweeping  demo- 
cratic victory  still  hangs  in  the 
Moscow  air.  But  now,  the  hard 
work  has  begun.  Leaders  of  15  former 
Soviet  republics  are  thrashing  out  an 
economic  treaty  to  prevent  the  total  col- 
lapse of  their  trade  and  an  outbreak  of 
economic  warfare.  Their  aim,  says  Rus- 
sian Prime  Minister  Ivan  Silayev,  is  to 
create  an  economic  union  loosely  mod- 
eled after  the  European  Community. 

Events  are  moving  fast.  On  Sept.  4, 
the  Soviet  Parliament  gave  preliminary 
approval  to  a  plan  to  transform  the  Sovi- 
et Union  from  a  political 
monolith  controlled  by  the 
Kremlin  into  a  loose  con- 
federation of  independent 
states.  Without  the  Com- 
munist Party,  the  glue  to 
hold  such  a  confederation 
together  will  have  to  be 
new  economic  agreements. 

But  cutting  those  deals 
is  a  daunting  task.  The  re- 
publics must  decide  how 
to  divvy  up  $64  billion  in 
foreign  debt,  create  a  co- 
herent monetary  and 
banking  system,  and  man- 
age the  country's  gold  and 
precious-metals  reserves. 
Warns  economist  Yevgeny 
Yasin:  "If  they  can't  agree 
to  accept  certain  rules  of 
the  game  and  take  unpop- 
ular sacrifices,  the  15  re- 
publics will  collapse." 

The  obstacles  are  huge.  Before  the 
failure  of  the  hardliners'  takeover,  the 
Kremlin  had  run  up  a  budget  deficit  of 
more  than  $150  billion.  Meanwhile,  trade 
among  the  republics  had  disintegrated 
into  haphazard  bartering.  By  yearend, 
output  could  plunge  by  207',  and  infla- 
tion could  spiral  to  Third  World  levels. 
free  trade.  There's  no  dearth  of  propos- 
als for  a  new  economic  union,  a  concept 
first  dreamed  up  two  years  ago  by  the 
late  dissident  Andrei  Sakharov.  An  inter- 
republic  committee,  for  example,  could 
manage  common  economic  policies  while 
an  arbitration  committee  settles  trade 
disputes.  Trade  throughout  the  former 
Soviet  Union  would  be  free  of  restraints, 
and  customs  rules  would  be  uniform. 
Poor  republics  in  Central  Asia  could  tap 
a  special  development  fund  to  ease  their 


transition.  A  new  financial  system  could 
be  set  up  in  which  each  republic  would 
have  its  own  state  bank,  but  financial 
policy  would  be  coordinated.  And  a  mon- 
etary system  modeled  after  the  Europe- 
an Community's  could  be  established  to 
let  currencies  trade  in  a  fixed  range. 

Ideally,  says  Silayev,  the  union  would 
include  all  15  republics.  It  would  also  be 
open  to  the  Soviet  Union's  former  part- 
ners in  the  now-defunct  Council  for  Mu- 
tual Economic  Assistance,  especially 
Czechoslovakia,  Hungary,  and  Poland. 
Members  would  be  allowed  to  choose 


Prices  must  be 
freed,  which  will 
badly  hurt  the 
nearly  50  million 
Soviets  who  live  on 
extremely  low 
fixed  incomes.  And 
it  now  falls  to  the 
republics  to  create 
social  safety  nets 
to  ease  the  pain  of 
inflation 


full  or  observer  status.  Economists  say 
it's  almost  certain  that  the  newly  inde- 
pendent Baltic  states  would  at  least  opt 
for  observer  status  to  get  such  crucial 
supplies  as  Soviet  oil  and  gas. 

But  any  new  economic  union  will 
mean  weathering  some  tough  times.  Re- 
publics can  no  longer  depend  on  huge 
Kremlin  subsidies  for  housing,  transpor- 
tation, or  food.  Prices  must  be  freed, 
which  will  badly  hurt  the  nearly  50  mil- 
lion Soviets  who  live  on  extremely  low 
fixed  incomes — about  16%  of  the  popula- 
tion. It  will  now  be  the  republics'  task  to 
create  social  safety  nets  to  ease  the  pain 
of  higher  prices.  And  some,  such  as  the 
Ukraine,  Moldavia,  and  the  Baltics,  will 
have  to  dismantle  their  trade  barriers 
and  customs  posts. 

Despite  widespread  support  for  a  new 
economic  union,  cracks  are  already  ap- 


changing  situation  in  the  former  Sovi 
Union  will  continue  in  the  near  term  1 
stymie  Western  bankers  and  financial  i: 
stitutions.  Western  bankers  no  doul 
tremble  at  the  prospect  of  trying  to  cc 
lect  interest  payments  from  15  debtoi 
instead  of  one.  But  Silayev  insists  thi 
"we  will  maintain  all  of  our  internation 
economic  obligations." 

So  whether  and  how  quickly  the  fo 
mer  Soviet  republics  can  negotiate 
workable  economic  union  is  just  as  ui 
predictable  as  the  changing  Soviet  polil 
cal  scene.  Down  the  road,  an  econom 
union  could  ease  free  trade  among  coui 
tries  and  republics  from  Ireland  to  tr 
Far  East.  But  for  now,  the  15  Sovi< 
republics  and  their  trading  partner 
must  prepare  for  another  hard  winter. 

By  Rose  Brady,  with  Patricia  Kranz,  i 
Moscow 


34  BUSINESS  WEEK/SEPTEMBER  16,  1991 


"UDS  modems  give 
our  AUTONET  clients 
a  reliable  worldwide  connection" 


—  hen  Mayers 
Marketing  Manager 
AUTONET  Division 


During  nearly  20  years  of  providing 
data  communications  for  thou- 
sands of  clients,  ADP  has  learned 
the  value  of  modem  reliability. 
That's  why  they  have  selected  the 
UDS  V.3227  as  the  centerpiece 
high-speed  modem  for  their 
AUTONET  public,  value-added 
network.  And  it's  why  UDS  has 
also  been  selected  to  provide  data 
multiplexers,  DSU/ CSUs  for 
switched  digital  communications 
and  other  critical  system 
components. 

Service  standards  established 
by  AUTONET  demand  the  most 
of  data  communications  equip- 
ment. UDS  has  answered  the 
challenge  by  assembling  a  wealth 
of  engineering  talent,  by  investing 
in  the  very  latest  manufacturing 
equipment  and  techniques  and 
by  an  absolutely  unconditional 
commitment  to  Motorola's  quality 
assurance  program. 

If  your  requirements  are  no  less 
demanding  than  ADP's,  you  can 
profit  from  their  example. 
Investigate  the  unique 
advantage  that  UDS 
products  can  bring  to 
your  system. 

For  specifications, 
prices  and  modem 
application  assis- 
tance, contact  UDS 
at  800/451-2369  (in  Alabama, 
205/430-8000); 
FAX:  205/430-8926. 


MOTOROLA 
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Commentary/by  Howard  Gleckman 


HOW  THE  BUDGET  DEAL  HAS  CHOKED  OFF  AMERICA'S  CHOICES 


The  Soviet  Union  collapses,  taking 
with  it  the  rationale  for  40  years 
of  U.  S.  diplomatic  and  military 
strategy.  And  how  does  Washington 
respond?  In  the  only  way  it  knows — by 
bickering  over  the  budget  process. 

President  Bush  does  not  stir  the  na- 
tion with  his  vision  of  a  post-Soviet 
world.  Democrats,  including  House 
Majority  Leader  Richard  A.  Gephardt 
(D-Mo.)  and  House  Armed  Services 
Committee  Chairman  Les 
Aspin  (D-Wis.),  do  not  of- 
fer blueprints  for  a  new 
world  order.  Instead, 
Bush  and  congressional 
leaders  immediately  fall 
to  squabbling  over 
whether  the  1990  budget 
rules  should  be  bent  to 
shift  money  from  the 
Pentagon  to  foreign  aid. 

Unfortunately,  the 
$300  billion  deficit  and 
the  new  budget  rules  it 
has  spun  have  hog-tied 
U.  S.  policy.  Last  year's 
fiscal  deal  may  or  may 
not  bring  down  the  defi- 
cit, but  it  guarantees 
that  no  matter  what  hap- 
pens in  the  world,  the 


only  under  sharply  restrictive  rules.  It 
could  provide  aid  to  Soviet  republics — 
but  only  by  cutting  spending  for,  say, 
Israel  or  Poland.  Or  the  President 
could  clear  the  way  by  declaring  an 
emergency,  exempting  the  added  cost 
from  the  caps.  Bush  did  that  this  year 
in  order  to  provide  aid  to  Kurdish  refu- 
gees. But  he  used  the  same  power  to 
block  extra  unemployment  benefits  for 
unemployed  workers — simply  by  refus- 


U.S.  TROOPS  DURING  NATO  MANEUVERS  IN  EUROPE:  STILL  NECESSARY? 


priorities  agreed  upon  last  November 
remain  fixed  through  fiscal  1993. 
tight  rules.  This  is  not  an  unanticipat- 
ed consequence  of  a  well-intentioned 
law.  The  agreement  is,  rather,  working 
exactly  as  planned.  "The  purpose  of 
the  budget  deal  was  to  make  it  impos- 
sible to  do  anything  new,"  says  Price 
Waterhouse  budget  analyst  Stanley  E. 
Collender.  "In  the  past  12  months, 
we've  seen  some  of  the  most  dramatic- 
changes  in  history,  yet  we  have  no  abil- 
ity to  change  priorities." 

Congress  and  the  President  agreed 
to  divide  discretionary  spending  into 
three  categories:  military,  foreign  poli- 
cy, and  domestic  (chart).  The  total 
amount  spent  for  each  was  cast  in 
stone  until  after  the  1992  elections.  For 
example,  it  was  agreed  in  November, 
1990— when  Soviet  President  Mikhail 
Gorbachev  was  yielding  to  right-wing 
pressure  to  crack  down  on  the  Bal- 
tics— that  $19.8  billion  would  be  spent 
on  foreign  aid  in  fiscal  1993  and  that 
$295  billion  would  go  to  the  Pentagon. 

Congress  may  spend  more  on  an  in- 
dividual program  within  a  class  but 


ing  to  declare  a  budget  emergency. 

Aspin  and  Gephardt  want  to  shift  a 
small  fraction  of  military  spending  to 
provide  humanitarian  aid  to  the  Sovi- 
ets. That  would  require  an  easing  of 
budget  rules.  But  the  White  House 
stoutly  opposes  any  change  in  the  caps. 
campaign  tool.  All  this  is  just  as 
Budget  Director  Richard  G.  Darman 
had  hoped  when  he  dreamed  up  the 
spending  caps.  The  scheme  gives  Bush 
the  equivalent  of  a 
line-item  veto.  Not 
incidentally,  it  also 
gives  Darman  enor- 
mous new  power 
within  the  Adminis- 
tration. In  the  past, 
the  budget  director 
had  tremendous 
clout  over  domestic 
programs.  Now,  the 
spending  caps  give 
budgetmeister  Dar- 
man new  influence 
over  foreign  aid  and 
military  spending. 
The  arrangement      a  billions  of  oolurs 


also  gives  Bush  a  powerful  campaign 
tool.  GOP  strategists  know  that  the 
President's  Achilles'  heel  is  his  lack  of 
a  domestic  agenda.  And  they  are  com 
fortable  in  the  knowledge  that  Demo 
crats  have  been  unable  to  reach  a  con- 
sensus on  an  alternative.  But  fiscal 
paralysis  gives  Bush  extra  insurance 
For  even  if  the  Democrats  can  agree 
on  a  domestic  alternative,  the  budget 
crunch  makes  it  all  but  impossible  for 
Congress  to  shift  its 
spending  priorities  in  any 
dramatic  way  until  after 
the  1992  elections.  The 
1990  budget  deal  is  the 
wrapping  around  the  fis 
cal  box  that  the  Demo 
crats  have  helped  build 
for  themselves  over  the 
past  decade. 

big  chance.  Trouble  is, 
fiscal  paralysis  is  punish 
ing  the  nation  as  well. 
Former  Congressional 
Budget  Office  Director 
Rudolph  G.  Penner  for 
years  has  argued  that 
the  deficit  creates  eco- 
nomic problems  by  cut- 
ting national  saving  and 
the  opportunities  for  pro 
ductive  investment.  But  Penner  now 
worries  that  the  bigger  cost  is  not  eco- 
nomic, but  political:  "The  political  pa- 
ralysis, the  inability  to  make  decisions 
on  a  common-sense  basis  may,  in  fact, 
cost  us  more  than  the  loss  of  savings." 

The  collapse  of  the  Soviet  empire  of- 
fers Americans  a  perfect  chance  to  re- 
assess their  national  goais.  Should 
money  no  longer  needed  for  defense 
against  a  crumbling  enemy  be  spent  on 
education  or  the  en- 
vironment? Should 
taxes  be  cut?  Is  it 
still  necessary  to 
protect  Europe  from 
the  Soviets?  Instead 
of  grappling  with 
these  basic  ques 
tions,  Bush  and  the 
Congress  are  wran 
gling  over  Title  XIII 
of  the  Omnibus  Bud- 
get Reconciliation 
Act  of  1990  and  the 
Section  302(a)  rules 
of  the  Congressional 

DATA  CONGRESSIONAL  BUDGET  OFFICE         Budget  Act  of  19/4 


MILITARY  SPENDING  IS 
FALLING  AS  FAST  AS  IT  CAN 

■  defense  E3  domestic  □  foreign  aid 

LEVELS  LOCKED  IN  BY  LAW 
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international 


simply  luxurious 


NEW  YORK  •  ATLANTA  •   CHICAGO  •   SAN  FRANCISCO  •   LOS  ANGELES  ■   HONOLULU   ■   MEXICO  CITY 

OTHER  NIKKO  CITIES:  DUSSELOORF  •  LONDON  •  PARIS  •  HONG  KONG  •  TAIPEI  •  MANILA  ■  BEIJING  •  SHANGHAI  •  JAKARTA  •  SYDNEY  •  OSAKA  •  NARITA 


s 


ENVIRONMENT  I 


'HEY,  DUDE, 

NO  MORE  TOXIC  BEACH  PARTY' 


How  California  surfers  took  on  two  polluting  pulp  mills  and  won 


orth  Jetty  at  the  mouth  of  north- 
ern California's  Humboldt  Bay  is 
the  sort  of  place  surfers  love  to 
tell  stories  about.  Its  cold,  cold  waters 
and  location  far  off  the  beaten  beach 
lend  it  an  aura  of  mystery.  And  those 
who  have  surfed  it  can  boast  they've 
ridden  one  of  the  few  spots  on  the  main- 
land where  monster  waves — more  than 
25  feet  from  trough  to  lip — 
sometimes  break. 

But  a  few  years  back,  local 
surfers  started  telling  stories 
of  another  kind.  They  were 
complaining  of  sinus  infec- 
tions, sore  throats,  skin 
rashes.  The  suspected  cul- 
prits: two  nearby  pulp  mills, 
owned  by  Louisiana  Pacific 
Corp.  and  Simpson  Paper  Co., 
that  for  years  have  spewed  an 
untreated  toxic  soup  into  the 
Pacific.  But  in  a  version  of 
Gidget  and  Goliath,  the  surf- 
ers now  are  forcing  the  paper 
mills  to  clean  up  their  act. 
'Cheap  dump.'  The  Surfrider 
Foundation,  an  ocean  ecology 
group  based  in  Huntington 
Beach,  Calif.,  in  1989  sued  the 
mills  in  federal  district  court 
in  San  Francisco,  alleging 
40,000  violations  since  1984  of 
the  Clean  Water  Act.  Federal 
regulators,  having  failed  on 
numerous  past  occasions  to 
crack  down  on  the  mills, 
joined  the  suit.  The  surfer- 
government  legal  coalition  ex- 
pects the  paper  mills  to  settle 
in  mid-September — and  for  no 
small  sum.  LP  and  Simpson 
could  end  up  spending  $50 
million  each  to  install  waste- 
water treatment  plants  and 
adopt  new  manufacturing 
processes.  "The  companies 
have  agreed  that  there  will  be 
major  changes,"  crows  Chris- 
topher A.  Sproul,  the  Environmental 
Protection  Agency's  assistant  general 
counsel  in  San  Francisco. 

Moreover,  each  of  the  companies  may 
be  fined  up  to  $3  million  by  the  govern- 
ment. The  penalties  would  be  among  the 
biggest  ever  assessed  under  the  Clean 
Water  Act  (table).  The  ecosurfers  are 
elated.  Says  Rob  "Bird  Legs"  Caughlan, 


a  Surfrider  director:  "They  were  using 
the  ocean  as  a  cheap  dump." 

LP  and  Simpson  won't  discuss  details 
of  the  deal,  except  to  say  that  it  should 
bring  their  mills  into  compliance  with 
the  Clean  Water  Act.  Both  companies 
say  they're  already  spending  heavily  on 
cleaner  manufacturing  technologies. 
Portland  (Ore.)-based  LP,  which  says  it 


TOP  CLEAN  WATER  ACT  PENALTIES 

Company 

Date 

Penalty 

Millions 

WHEELING-PITTSBURGH  STEEL 

May,  1991 

$6.1 

PFIZER 

May,  1991 

3.1 

LOUISIANA  PACIFIC 

September,  1991 

3.0* 

SIMPSON  PAPER 

September,  1991 

3.0* 

U.S.  STEEL 

June,  1977 

2.9 

^Estimates  of  pending  settlements    DATA:  ENVIRONMENTAL  PROTECTION  AGENCY.  BW  ESTIMATES 

doesn't  expect  to  have  to  spend  $50  mil- 
lion to  comply  with  the  settlement,  just 
dished  out  $70  million  on  a  new  boiler 
system  that  reduces  its  use  of  chlorine 
in  bleaching  pulp.  Simpson  Paper,  a  unit 
of  privately  held  Simpson  Investment 
Co.  of  Seattle,  will  spend  $100  million  to 
install  a  similar  system.  Atop  that, 
"we're  looking  at  a  variety  of  ways  to 


address  issues  raised  in  the  lawsuit 
says  a  Simpson  spokesman. 

The  mills  also  are  investigating  biolo 
ical  treatment  ponds  to  cleanse  effluei 
In  addition,  they're  expected  to  extei 
pipelines  that  now  spew  the  waste  ju 
3,000  feet  from  shore,  and  they' 
vowed  to  build  solar-powered  showe 
for  surfers  and  to  print  compliance  r 
ports  on  recycled  paper.  The  mills  € 
caped  having  to  install  new  treatme 
plants  because  in  1983  they  persuade 
Congress  to  waive  part  of  the  Clean  W 
ter  Act  for  them. 

Led  by  a  30-year-old  surfing  attorne 
Mark  A.  Massara,  Surfrider's  legal  tea 
presented  videos  showing  plumes 
black  discharge  and  catalogued  40,0' 
violations  of  the  water  act  since  198 
"That  was  in  the  serial  crin 
category,"  snaps  Caughla 
The  surfers  even  enlisted  fo 
mer  GOP  Representative  Pe 
McCloskey — an  author  of  tl 
Clean  Water  Act — to  join  ; 
co-counsel. 

stringent.  A  key  bone 
contention  was  the  EPA's  u 
of  sea  urchin  sperm  and  egj 
to  test  toxicity.  When  tl 
mills'  discharge  was  put  in 
container  with  urchin  sper 
and  eggs,  fertilization  w? 
hampered.  The  mills  argue 
that  the  lab  test  was  fault; 
Regulators  lately  have  trie 
to  beef  up  enforcement  by  u 
ing  such  animal  tests  to  me; 
sure  toxicity.  Ecologists  thin 
they  are  simpler  and  more  i 
rect  than  earlier  tests,  whic 
measured  levels  of  individu; 
chemicals  in  waste  water.  Tr 
epa's  Sproul  says  the  Hun 
boldt  agreement  is  a  "lam 
mark"  because  it  legit 
mizes  such  stringent  biolo 
cal  testing. 

The  surfers,  some  of  whoi 
see  themselves  as  perhaps  th 
ultimate  marine  ecologist: 
couldn't  be  happier.  A  noi 
profit  group  formed  in  198' 
Surfrider  has  been  lobbyin 
in  legislatures  and  fighting 
court  for  clean  seas  and  pul 
lie  access  to  beaches  in  Cal 
fornia  and  Hawaii.  "Most  pe< 
pie  think  of  an  organization  c 
surfers  as  a  self-canceling  phrase,"  say 
Caughlan.  But  the  settlement,  he  boasfc 
shows  how  a  "little  group  of  surfers  wi 
have  some  impact  on  national  policy." 

That's  surely  an  exaggeration.  Bu 
then,  it  would  be  totally  bogus  for 
surfer  to  come  away  from  Humboldt' 
North  Jetty  without  a  big  story. 

By  Maria  Shao  in  San  Francisc 
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THE  MORNING  IT'S 
A  RACE  CAR. 


P.O.  Box  727 
2005  Corporate  Avenue 
Memphis.  TN  38132 


THE  AFTERNOON 

IT'S  AN  ECONOMY  MODEL 

OUR  PRIORITY  OVERNIGHT  SERVICE  DELIVERS  BY  10:30  A.M.  NEW  STANDARD  OVERNIGHT 
SERVICE  DELIVERS  BY  3:00  RM.  AT  ONE  OF  THE  LOWEST  PRICES  AROUND. 

Federal  Express  is  now  the  only  air  express  company    packages  up  to  150  lbs.  by  3:00  P.M?  At  a  price  that's 
to  offer  two  next-day  delivery  service  options,    tough  to  beat.  And  of  course  both  Priority  Overnight 
Our  Priority  Overnight  Sendee  "  can  deliver  your  most    and  Standard  Overnight  come  with  all  the  service 
time-sensitive  shipments  by  10:30  A.M?  But  if  you    and  reliability  you  expect  from  Federal  Express, 
can  wait  until  the  afternoon,  new  Standard  BBPI  We  figure  all  that  now  makes  us  two  times 


Overnight  Service  "  will  deliver 


better  than  the  competition. 


Absolutely,  Positively, 
The  Best  In  The  Business." 


*See  Federal  Express  Service  Guide  for  delivery  commitment  in  your  area.  Claim  based  on  services  offered  by  major  competitors. 
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B-SCHOOLS  LEAP 
INTO  THE  BREACH 


►  The  Soviet  Union  over- 
hauled itself  in  a  matter  of 
weeks,  so  why  shouldn't  oth- 
ers respond  as  quickly?  Some 
American  business  schools 
are  trying.  B-schools  have 
long  welcomed  small  numbers 
of  Soviets  and  East  Europe- 
ans seeking  an  education  in 
the  free  market.  Now,  five 
schools  are  pooling  resources 
to  create  a  program  to  teach 
the  teachers.  Harvard,  Massa- 
chusetts Institute  of  Technol- 
ogy's Sloan  School,  North- 
western's  Kellogg  School, 
Penn's  Wharton  School,  and 
Stanford  plan  to  produce  120 
MBA-level  professors  in  two 
years.  After  initial  study  in 
the  U.  S.,  the  prof-students 
will  do  research  at  home;  a 
final  phase  offers  specialized 
courses  at  each  of  the  schools. 
The  schools  are  seeking  foun- 
dation or  government  funding 
but  are  covering  costs  them- 
selves for  now. 


A  SOFTWARE  GIANT 
GOES  HUNTING 


►  After  two  years  of  inactivi- 
ty, software  giant  Computer 
Associates  International  is 
firmly  back  on  the  takeover 
trail.  CA  said  on  Sept.  3  that  it 
would  pay  about  $285  million 
for  developer  Pansophic  Sys- 
tems. That  deal  came  just  two 
weeks  after  CA  agreed  to  ante 
up  $125  million  for  On-Line 
Software  International.  CA 
built  itself  into  the  industry's 
No.  2  company,  behind  Micro- 
soft, through  acquisitions. 
But  a  1989  buyout  of  Cullinet 
Software  caused  the  company 
to  stumble — and  put  its  deal- 
making  on  hold. 


CONOCO  SEARCHES  FOR 
A  MISSING  PLANE 


►  Conoco  faces  a  possible 
tragedy.  The  Du  Pont  subsid- 
iary announced  on  Sept.  4 
that  a  company  plane  carry- 
ing 12  people,  including  five 


Conoco  executives,  was  missJ 
ing  after  failing  to  arrive  in 
eastern  Malaysia.  The  group 
included  William  K.  Dietrich, 
executive  vice-president  for 
exploration  and  production; 
Colin  H.  Lee,  executive  vice- 
president  for  refining  and 
marketing,  and  H.  K.  Bow- 
den,  senior  vice-president  for 
administration.  The  group  had 
left  Houston  on  Aug.  19  for  a 
Far  East  business  trip  and 
was  flying  from  Tokyo  to  Dja- 
karta, Indonesia.  Conoco 
Chief  Executive  Constantine 
S.  Nicandros,  who  sent  out 
teams  of  aviation  experts,  say 
he  has  contingency  plans  to 
fill  the  top  executive  spots  un- 
til the  company  concludes  its 
search. 


TIREMAKERS  PUMP  UP 
THEIR  PRICES 


►  The  theory  that  fewer  rivals 
means  less  competition  and 
therefore  higher  prices  may 
be  borne  out  in  the  tire  indus- 
try. Despite  much  industry 
consolidation,  tiremakers  have 
spent  the  past  five  years 
scraping  for  market  share — 
and  paying  for  it  with  miser- 
able earnings.  Now,  they're 
finally  letting  up  on  their 
price  war — at  least  in  the  re- 
placement market.  World 
leader  Michelin  on  Aug.  1 
boosted  prices  on  replacement 
tires  in  Europe  by  10%,  and 
others  followed.  By  the  end  of 
August,  Continental's  General 
Tire  raised  prices  for  the  U.  S. 


MAKING  A  BIG  STINK  OVER  SWEET  SCENTS 


■SPSS 

or 


Smoking  or  nonsmoking?  Fra- 
grance or  nonfragrance?  Start- 
ing this  fall,  those  will  be  the 
choices  presented  to  people  at- 
tending certain  Marin  County 
(Calif.)  government  meetings. 

The  group  behind  the  new 
regulations  is  the  Environmental 
Health  Network — 500  "environ- 
mentally sensitive"  people  who 
feel  that  exposure  to  fragrances 
can  be  annoying  or  even  deadly. 

For  now,  the  measure  will  apply  only  to  meetings  of  Mariij 
Parks,  Open  Space  &  Cultural  Affairs  Commission,  which 
petitioned  by  network  member  Sandra  M.  Ross.  An  author  a\ 
proponent  of  holistic  medicine,  Ross  requires  assistants 
wear  clothes  that  have  never  touched  perfume. 

Enforcement  may  be  a  problem.  "You  can't  throw  people 
against  a  wall  and  sniff  'em,"  concedes  Barry  S.  Karr,  netwo 
president.  That  means  the  group  will  just  have  to  rely 
courtesy  and  good  scents. 


replacement-tire  market  by 
7.5%.  The  three  biggest  U.  S. 
producers — Goodyear,  Miche- 
lin, and  Bridgestone/Fire- 
stone — followed  with  similar 
moves.  All  this  has  tire  stocks 
soaring.  But  there's  still  no 
sign  of  increases  in  the  prices 
of  tires  bought  by  carmakers. 


CENTOCOR  BEATS 
OUT  XOMA 


►  A  Food  &  Drug  Administra- 
tion advisory  committee  rec- 
ommended approval  of  Cento- 
cor's  antibody-based  drug  to 
treat  serious  wound  infec- 
tions, called  sepsis — and  de- 
nied approval  to  Xoma  for  a 


similar  therapy.  Centoco 
drug,  Centoxin,  was  reco 
mended  for  treatment 
gram-negative  bacteremia, 
infection  of  the  blood.  Sep 
affects  nearly  500,000  peop 
yearly;  about  two-thirds 
those    are  gram-negati 
Competition  between  the  t 
had  been  heated.  Xoma  h 
brought  a  patent  infrin 
ment  suit  against  Centoc 
Xoma's  stock  fell  5  points 
the  news,  to  15%;  Centoco 
rose  3,  to  40  Vi. 


QUAKER'S  NEW  USE 
FOR  OAT  BRAN 


►  What  will  they  do  with 
bran  next?  After  years  of  pr 
moting  bran's  cnolesterol-rl 
ducing  benefits,  Quaker  Oaf 
is  taking  on  a,  well,  meatitl 
challenge.  On  Sept.  5,  the  Cll 
cago   company  announce! 
plans  to  sell  an  oat-bran-bastl 
fat  replacer  for  ground  be* 
and  pork  sausage.  Quaker  hM 
teamed  up  with  researol 
house  Webb  Technical  Groul 
and  Heller  Seasonings  &  I 
gredients  to  develop  a  recij 
and  dry  mix  that,  blende 
with  beef  or  sausage,  resuli 
in  meat  with  no  more  tha 
10%  fat.  They  aim  to  sell  tb, 
concoction  to  meatpacker 
who  would  then  supply  tl 
meats  to  markets. 
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Be  Guardian  Life  Insurance  Company  of  Americ 


THE  HIGHEST  FINANCIAL  RATINGS 
S&P  AAA,  Moody's  Aaa,  A.M.  Best  A + 


NO.  1  IN  BUYER  VALUE 


The  Guardian  has  the 
highest  financial  ratings 
because  we  have  next  to 
no  junk  bonds  or  problem 
real  estate  in  our  portfolio. 

Recent  news  stories  have  reported  the  facts 
loud  and  clear.  Some  insurance  companies 
today  are  a  lot  stronger  than  others.  And 
The  Guardian  is  one  of  the  financially 
strongest  and  safest  in  the  industry.  In  fact, 
we  have  almost  no  junk  bonds  in  our  port- 
folio (only  1.2%  of  assets  as  of  3/31/91)  and 
we  have  almost  no  real  estate  (only  2.3%  of 
The  Guardian's  total  assets  are  invested  in 
real  estate).* 

The  Guardian's  intelligent  investment 
choices  have  made  us  one  of  the  few  com- 
panies in  the  insurance  industry  to  earn 
Standard  &  Poor's,  Moody's,  and  A.M. 
Best's  highest  ratings.  Our  capitalization  is 
also  far  higher  than  the  industry  average.*  * 
So  you  can  count  on  us  to  be  there  when 
you  need  us  in  the  future  —  just  as  we  have 
always  been  there  for  over  130  years. 

The  Guardian  Outperforms 
All  Other  Major  Insurance 
Companies. 

For  buyer  value,  The  Guardian  can't  be  beat. 
A  policy  purchased  from  The  Guardian  20 
years  ago  would  have  outperformed  similar 
policies  from  any  other  insurance  company. 
In  a  recent  study  by  A.M.  Best  that  com- 
pared costs  and  financial  returns  for  life 
insurance  policies  purchased  in  1971, 
The  Guardian  came  out  No.l,  ahead  of  all 
other  insurance  companies  for  policies  issued 
in  most  age  groups.*  *  *  So,  in  the  long  run, 
The  Guardian  gives  you  the  best  and  the 
safest  value  for  your  premium  dollar. 

When  you  say  "YES!"  to  a  Guardian  agent 
or  broker,  you're  making  The  Intelligent 
Choice.  Find  out  more  about  the  financial 
strength  of  The  Guardian. 

Call  1-800-662-1006. 


4&  The  Guardian 

The  Intelligent  Choice5" 

Since  1860 


•The  Guardian's  percent  of  foreclosed  real  estate  to  assets  is 
only  0  2%.  and  to  surplus  only  1.6%  Also.  The  Guardian's 
investments  in  mortgages  are  7  6%  of  total  assets  The  ratio 
of  non-performing  mortgages  to  assets  is  only  0  04% ,  and 
the  ratio  to  surplus  is  only  0  4% 

'Moody's  capitalization  ratio  of  14  6%.  surplus  plus  MSVR 
plus  50%  of  dividend  reserve  liability  divided  by  assets  as 
of  12/31/90 

•Best's  FlitcraftCompend,  1991.  interest-adjusted  surrender 
cost  indexes/20-year  rankings 

©  1991  The  Guardian  Life  Insurance  Company  of  America 


t's  how  I  keep  all  my  investments  running  smoothly." 


've  never  been  so  in  touch  with 
he  market. 

Vith  PRODIGY®  connected  to  my  home 
:omputer,  I  can  get  hourly  market 
tpdates,  everything  from  Dow  Jones 
iverages  and  most  active  issues  to  for- 
eign stock  indices.  If  I  want  NYSE,  Amex, 
md  Nasdaq®  composites,  I've  got  'em. 
Phere's  non-equity  info,  too,  like  gold 
)rices,  dollar  trading,  and  money  rates. 

Vhen  I  want  the  broader  picture,  PRODIGY 
mpplies  the  leading  economic  indicators 
>uch  as  housing  starts,  consumer  prices, 
ind  the  trade  deficit.  I  keep  my  eye  on 
changing  stock  prices  throughout  the 
lay.  If  I  see  an  opportunity,  bam,  I  can 
)uy  or  sell  in  minutes  with  the  online 
iiscount  broker.  Getting  PRODIGY  was 
me  of  my  smartest  investments. 

Vnd  investments  are  only  part 
)f  the  story. 

rhere's  a  whole  slew  of  terrific  things 
do  on  PRODIGY.  I  can  get  sports  scores 
wen  while  games  are  being  played,  as 
veil  as  stories  and  stats  on  my  favorite 
earns.  If  there's  no  time  to  go  shop- 
Ding,  no  problem.  PRODIGY  has 
shopping  suggestions  and  product 
•eviews.  And  I  can  order  items  like  elec- 
tronics, gifts,  and  clothing  almost  any 
ime  from  dozens  of  online  retailers. 

You  gotta  get  this  thing." 

The  PRODIGY  service,  connected  to  your 
computer  and  phone  line,  has  hundreds 
>f  features  and  services.  And  it's  just 
$12.95  a  month, 
including  30  person- 
al messages.  What- 
ever interests  you, 
PRODIGY  makes  it 
more  interesting. 

"RODIGY  is  available  for  IBM^or  compatible,  and 
Macintosh®  computers.  Call  1-800-776-3693,  ext.  220, 
o  find  out  where  you  can  purchase  a  PRODIGY 
iervice  Start-up  Kit  now.  Or  look  for  PRODIGY 
dready  included  with  many  popular  computers. 


PRODIGY  is  a  registered  service  mark  and  trademark  of  Prodigy  Services  Con 
N'asdiitrls  3  rpgtstererl  service  mark  of  the  National  Assoc.  of  Securities  Deale 
IBM  is  a  registered  trademark  of  IBM  Corporation.  Macintosh  is  a  regis 
trademark  of  Apple  Computer,  Inc.  ©  Copyright  1991  Prodigy  Services  Con  j 
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OR  BUSH,  A  WEAK  RUN  IN  '92 
OULD  HOBBLE  A  SECOND  TERM 


eorge  Bush  couldn't  have  hoped  for  a  better  August. 

J He  got  to  enjoy  one  of  his  hyperactive  Maine  vacations, 
leaping  from  fishing  boat  to  golf  tee  while  events 
•oad  reminded  voters  that  foreign  policy — Bush's  strong 
t — remains  vitally  important.  But  to  the  President's  political 
•isers,  this  summer  has  been  a  season  of  intense  frustra- 
•l.  With  less  than  a  year  to  go  before  Bush's  certain  renomi- 
;ion  at  the  Republican  convention  in  Houston,  the  President 
showing  no  interest  in  getting  his  reelection  campaign  go- 
;.  "We're  all  chomping  at  the  bit,  and  the  President  is  a  total 
nbie,"  grumbles  a  senior  strategist. 
{et  while  Bush  bides  his  time,  trouble 
y  be  brewing.  Leaders  of  the  Bush  cam- 
gn-in-waiting,  deprived  of  a  chance  to 
;e  on  the  enemy,  are  bickering  among 
•mselves,  squabbling  over  turf,  and  mus- 
■  about  pursuing  other  opportunities  if  the 
•e  doesn't  get  started  soon.  "These  are 
>ple  who  love  politics,"  explains  Stephen 
ss  of  the  Brookings  Institution.  "If  they 
I't  have  anybody  else  to  fight  with,  they 
ht  with  each  other." 

50  far,  the  Democrats — still  lacking  a 
dible,  willing  candidate — are  poorly  posi- 
ned  to  take  advantage  of  turmoil  in  the 
sh  camp.  But  politics  is  a  treacherous 
siness.  If  issues  swing  the  Democrats' 
y,  or  a  major  scandal  erupts  within  the 
ministration,  or  a  heavyweight  contender  emerges,  Bush 
lid  come  to  regret  the  slow  start  of  his  reelection  bid. 
ual  suspects.  Normally,  the  campaign's  key  players  would 
in  place  by  now.  The  script  calls  for  Commerce  Secretary 
bert  A.  Mosbacher  to  resign  his  post  to  become  campaign 
lirman,  chief  fund-raiser,  and  Bush's  best  buddy  on  the 
npaign  staff.  Veteran  pollster  Robert  M.  Teeter  will  serve 
chief  political  strategist,  nwa  Inc.  Vice-Chairman  Frederick 
Malek  plans  to  leave  the  airline  to  run  day-to-day  opera- 
ns,  and  Roger  AJles  is  expected  to  design  campaign  ads  and 


media  strategy.  Chief  of  Staff  John  H.  Sununu  would  stay  at 
the  White  House  with  little  direct  role  in  the  campaign,  a 
prospect  that  doesn't  please  the  combative  Sununu. 

But  that  organization  is  now  in  jeopardy.  Ailes,  for  example, 
is  unhappy  with  White  House  image-meister  Sigmund  Rogich, 
who  has  let  it  be  known  that  he  wants  to  handle  campaign 
media.  Ailes  has  been  huffing  that  he  may  stay  off  the  team. 
Other  key  players  privately  say  they  wonder  if  their  commit- 
ment to  the  reelection  effort  is  worth  it  when  the  President 
steadfastly  refuses  to  even  talk  about  the  upcoming  campaign, 
let  alone  plan  it. 

reluctant  warrior.  The  President  did  al- 
low the  topic  of  campaign  plans  to  come  up 
at  an  August  session  at  Camp  David,  but 
got  annoyed  when  the  discussion  reignited  a 
dispute  between  the  backers  of  Sununu  and 
Teeter.  "That's  it.  No  more,"  Sununu  mut- 
tered to  aides  in  Kennebunkport,  Me.,  after 
trying  to  raise  the  subject  with  Bush. 

Bush's  diffidence  has  also  put  a  hold  on 
the  development  of  campaign  issues.  He  in- 
vited domestic  advisers  to  Kennebunkport 
but  limited  their  discussion  to  his  paltry 
plans  for  the  remainder  of  this  term.  With 
Bush  yet  to  craft  a  campaign  stance  on  such 
hot  topics  as  abortion  and  health  care, 
there's  a  danger  that  the  White  House  will 
let  the  Democrats  steal  a  march  on  1992. 
Republicans  are  woefully  divided  on  both  issues. 

Bush,  riding  high  on  his  latest  foreign  crisis,  wants  to  enjoy 
the  luxury  of  being  a  President  rather  than  a  Presidential 
candidate  for  as  long  as  possible.  And,  to  be  sure,  once  Bush 
decides  to  throw  the  campaign  into  gear,  his  team  can  take 
shape  almost  instantly.  But  Bush's  willingness  to  let  the  cam- 
paign drift  may  cost  him  in  the  end:  His  reluctance  to  develop 
an  agenda  for  the  next  four  years  could  leave  him  victorious 
but  lacking  a  mandate  to  tackle  the  nation's  problems. 

By  Douglas  A.  Harbrecht 


iPITAL  WRAPUPI 


{DISTRICTING 


M: 


sw  congressional  districts  being 
I  drawn  up  by  state  legislatures 
now  that  population  loss  is  causing  a 
ipid  erosion  of  big  cities'  political 
iout.  In  Maryland,  Democratic  Gover- 
or  William  Donald  Schaefer,  a  former 
altimore  mayor,  threatens  to  veto  a 
•emocratic-backed  plan  that  dramati- 
illy  shifts  voting  strength  from  the 
■altimore  area  to  the  Washington  sub- 
rbs.  California  Assembly  Speaker  Wil- 
e  Brown  Jr.  (D),  meanwhile,  sees  no 
ray  to  avoid  a  big  transfer  of  power 
rom  Los  Angeles  and  San  Francisco 
)  San  Diego  and  the  counties  around 
..  A. — with  a  major  loss  of  Democratic 


strength.  And  in  Illinois,  where  Chica- 
go must  lose  a  seat,  the  dominant  GOP 
is  pushing  a  plan  that  would  force  vet- 
eran Democratic  Representatives  Dan 
Rostenkowski  and  Frank  ^nnunzio 
into  the  same  district. 

CANDIDATES  

The  1992  campaign  is  young,  but 
steel  company  executive  Joe  Can- 
non, GOP  candidate  for  a  Senate  seat 
from  Utah,  has  offered  what  might  be 
its  most  novel  proposal.  He  suggests  a 
$1  million  bonus  for  lawmakers  "who 
will  go  into  a  room  and  balance  the 
budget."  Cannon  is  favored  to  win 
nomination  for  the  seat  being  vacated 
by  Republican  Jake  Garn. 


BENEFITS 


Employers  and  the  health  insurance 
industry  are  getting  worried  about 
a  bill  that  would  give  workers  denied 
benefits  the  right  to  sue  in  state 
courts.  The  Supreme  Court  has  held 
that  the  Employee  Retirement  Income 
Security  Act  bars  such  state  suits.  But 
Senator  Howard  Metzenbaum  (D-Ohio) 
and  Representative  Howard  L.  Berman 
(D-Calif.)  have  been  picking  up  support 
for  a  measure  reversing  the  high 
court's  decision.  Action  in  state  courts 
would  leave  employers  and  insurers 
vulnerable  to  punitive  damages,  barred 
under  ERISA,  and  force  them  to  cope 
with  a  hodgepodge  of  state  case  law. 


HINGTON  OUTLOOK 
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The  5D's  was  Ihe  decade  of  the  powerful  V-8  eogine. 
The  most  exciting  BflWI  U-8  was  the  sleek  507  roadster. 
Designed  by  Count  fllbrocht  Goerfz,  the  beautiful  507  is 
now  nne  of  Rmill's  rarest  classic  cars. 


I 


Supplemental  Restraint  System 


*     ▲  In  the  Desktop  Showroom,  you  can  explore  BMW's  rich  history 
j     of  achievements,  from  its  first  airplane  engines  to  its  decades  of 
leadership  in  automotive  competition  and  technology 


A  If  you're  interested  in  the  hows  and  whys  of  BMW  design,  thq 
a  whole  section  you  can  explore.  See  how  BMW  uses  advance^ 
engineering  to  integrate  performance,  luxury  and  safety. 


nership  Privileges 


European  Delivery 


▲  Use  your  computer  to  find  out  more  about  the  technology  that 
makes  BMW  unique  in  the  automotive  world.  Colorful  diagrams 
and  pictures  bring  it  all  to  life. 


Warranty  and  Service 


Quality  Continuation 


Roadside  Assistance 


▲  There's  more  to  owning  a  BMW  than  driving  one.  Find  out  abi 
Warranty' Service  and  Roadside  Assistance"  for  new  and  pre- 
owned  BMWs  alike,  and  options  like  European  Delivery 


BEFORE  YOU  GIVE  BMW  A  ROAD  TES1 
GIVE  IT  A  SCREEN  TEST. 


No  need  to  wait  until  you  get  to 
the  showroom  to  learn  the  benefits 
of  owning  a  BMW  Just  sit  down  at 
your  personal  computer  and  boot 
up  the  BMW  Desktop  Showroom. 

It's  a  storehouse  of  information, 


designed  so  you  can  browse  at  you 
leisure  or  quickly  pinpoint  the  precis» 
facts  you  need.  It's  also  tremendous 
preparation  for  your  visit  to  the  real 
showroom  for  a  thorough  test  drive 
Much  more  than  a  brochure,  the 


"See  your  dealer  for  details  on  this  limited  warranty  "Services  provided  by  Cross  Country  Motor  Club.  Inc ,  Boston,  MA  02155  excep'  in  California,  where  services  are  provided  by  Cross  Country  Mo 


I 


le  8 -Series 


850i 


oducinu  a  new  uision  in  advanced  engineering:  The  BfTllll  850i. 
recedenled  luxury  in  a  high  performance  sports  coupe,  V- 12  power, 
ibined  with  an  elegant  blend  of  contemporary  aesthetics  make  the 
li  Hie  unequaled  leader  of  a  netu  generation  of  innovative 
iinnbiles  from  BfTllll. 


Uheels: 

Tire  size: 
Steering  type: 

Front  suspension: 
Rear  suspension: 
Acceleration:  0-6 Q 


850i 

7.5J  x  16 
Light  alloy  cast 

235/50  ZD  16 

Engine  speed -sens it iue 

power-assisted 

recirculating  ball 

Double-pivot  MacPherson 

struts,  twin-tube  gas 

pressure  shocks 

New  multi-link  elasto- 
kinematic  integral  rear 
suspension,  low  pressure 
twin-tube  gas  shocks 


he  Desktop  Showroom  gives  you  a  better  picture  of  every 
del  in  the  current  BMW  line.  Not  only  do  you  see  the  car  you 
)  look  at  all  the  features,  options  and  specifications. 


A  All  the  details  are  here,  so  you  can  do  your  research  before  you 
visit  your  dealer  Compare  different  BMW  models  to  one  another 
and  see  how  they  stack  up  to  the  competition. 


■  he  Desktop  Showroom  puts  your  driving  skills  to  the  test  with       *  The  BMW  Desktop  Showroom  is  available  for  IBM  PC/XT,  PC/AT 
|  •  BMW  Driving  Safety  Challenge.  See  if  you  can  call  the  right         PS/2*  and  compatible  computers  with  EGA  graphics  capability 
I  wes  in  a  variety  of  challenging,  real-life  situations.  Call  800-334-4BMW  for  complete  ordering  information. 


Bsktop  Showroom  is  a  trip  through  tion,  to  make  a  better  buying  decision, 
jr  whole  colorful  world.  You'll  ex-       Then  take  a  stimulating  trip  through 
ore  the  rich  history  of  BMW,  and    the  BMW  Driving  Safety  Challenge, 
arn  how  safety  luxury  and  perfor-      Call  800-334-4BMWto  find  out 
iance  are  integrated  in  design.       how  to  order  the  Desktop  Showroom. 
You  can  take  a  close  look  at  each  If  you've  been  thinking  about  owning 
VIW  model,  including  specifications,  a  BMW,  you'll  find  this  is  the  ^^^k 
atures,  options  and  price.  Compare  next  best  thing  to  driving  one.lf  jk 
to  other  BMWs,  and  the  competi-   the  ultimate  driving  machine:^^ 

of  Calif .  Inc .  Boston.  MA  HBM,  PS/2.  AT  and  XT  are  trademarks  of  International  Business  Machines  Corporation  ©  1991  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered 


international  Business 


EASTERN  EUROPE  I 


WHY  EASTERN  EUROPE  IS  GETTING 
A  WARM  EMBRACE  FROM  THE  EC 


The  community  fears  that  imploding  economies  could  send  swarms  of  immigrants  westward 


E 


astern  Europeans  had 
much  to  cheer  about 
when  the  Soviet  power 
structure  flew  apart  just  days 
after  an  abortive  coup  in  mid- 
August.  Czechs  and  Hungar- 
ians hailed  the  Soviet  collapse 
by  singing  in  Wenceslas 
Square  and  bidding  up  shares 
on  the  Budapest  Stock  Ex- 
change. Playing  to  a  prime- 
time  television  audience  in  Po- 
land. President  Lech  Walesa 
phoned  and  quipped  about  life 
in  jail  with  another  former  po- 
litical prisoner:  Soviet  leader- 
Mikhail  Gorbachev. 

But  that's  not  the  biggest 
reason  to  celebrate.  As  the  So- 
viet Union  unravels.  Eastern 
Europe  suddenly  finds  itself  in 
the  warm  embrace  of  Western 
Europe.  Behind  the  change  are 
fears  that  an  imploding  Soviet 
economy  could  send  swarms  of 
immigrants  westward.  To  se- 
cure the  East's  safe  transition 
to  a  market  economy,  the  EC  is 
now  willing  to  set  aside  its 
worries  about  floods  of  cheap 
products  from  the  East.  It's 
likely  to  offer  associate  status 
to  Poland,  Hungary,  and 
Czechoslovakia  before  year- 
end.  Romania  and  Bulgaria 
could  follow  later.  "For  West- 
ern Europe,  the  dilemma  is 
simple.  Either  we  increase  aid  and  open 
our  markets  or  we  open  our  borders  to 
immigrants,"  says  Pierre  Tailbot.  senior 
vice-president  for  Eastern  Europe  at  the 
Banque  Nationale  de  Paris. 
bonanza?  By  casting  a  lifeline  to  the 
East,  the  EC  is  laying  the  foundations  of 
a  post-cold-war  Europe.  A  much  bigger 
free  trade  zone  is  emerging  on  the  eve 
of  1992.  "It's  possible  we  will  end  up 
with  a  community  of  24  or  more,"  says 
EC  Foreign  Commisioner  Frans  Andries- 
sen.  To  meet  this  new  challenge,  the  EC 
will  have  to  rethink  its  plans  for  econom- 
ic and  political  union.  Its  December 
deadlines  for  new  political  and  monetary 
treaties  may  have  to  be  pushed  back. 
Gaining   associate-member  status 


OLD  PRODUCTION 
METHODS  HAMPER 
STEEL  MILLS  IN 
KATOWICE,  POLAND 


could  prove  a  bonanza.  It  will  pave  the 
way  for  a  gradual  lifting  of  quotas  on 
agricultural  products,  textiles,  and  steel 
from  Eastern  Europe.  "That  could  bring 
stability  to  whole  sectors  of  industry," 
says  Andrzej  Kozakiewicz,  a  Polish  eco- 
nomic adviser.  At  the  same  time,  leaders 
such  as  German  Chancellor  Helmut  Kohl 


The  EC  is  now  likely  to 
offer  associate  status 
to  Poland,  Hungary,  and 
Czechoslovakia  bv  vearend 


want  to  tie  any  Soviet  aid  frc 
the  EC  to  a  pledge  that  a  p< 
tion  of  the  money  will  be  us 
to  buy  East  European  goods 
Foreign   investment  al 
could  get  a  boost.  Westepu 
companies  eager  to  size 
vast  new  markets  in  Russ  I 
and  adjoining  republics  a 
likely  to  plunk  down  their  ca; 
tal  first  in  Eastern  Euror.  | 
where  reforms  are  furth 
along  and  knowledge  of  tl 
Soviet  market  is  deep, 
ready,  a  bidding  war  is  bre1 
ing  among  General  Motor : 
Fiat,  and  Citroen  for  a  stake 
Polish  auto  maker  FSO  as  gat  ! 
way  to  the  Soviet  marke 
"There  should  be  more  of 
chance  for  concrete  projects 
attract  Western  money,"  sa; . 
Gerard  Bloch-Morhange, 
vice-president  for  French  cor  i 
puter  maker  Groupe  Bull. 
gateway.  A  reconfigured 
viet  Union  may  ultimate 
prove  a  powerful  trading  par  t 
ner  for  the  East  European 
But  for  the  next  few  year  . 
most  analysts  expect  a  turb 
lent  transition  period  for  tl  ■ 
Soviet  economy,  marked  1 1 
soaring  inflation,  shortage  m 
and  a  wave  of  bankruptcie  r 
Yet  the  impact  of  much  of  th 
turmoil  on  Eastern  Europe  hs 
already  been  felt.  Trade  dropped  o:  i 
sharply  earlier  this  year  when  the  So\  j 
ets  demanded  that  payments  be  made 
scarce  dollars.  It  won't  increase  any  tint; 
soon,  since  the  Soviet  republics  don't  y< 
have  the  banks  or  convertible  currencit  j 
needed  for  foreign  trade.  "Withoi 
banks  authorized  to  engage  in  foreig 
trade,  it's  impossible  to  begin  selling 
the  republics,"  says  Janos  Lendvai,  hea ; 
of  international  economic  relations  i 
Hungary's  Industry  Ministry. 

In  the  most  optimistic  case,  the  Sovi((j 
republics  will  need  two  years  to  lay  th 
foundations  for  a  market  economy 
That's  why  the  EC  is  moving  fast.  If  th 
worst  happens,  a  collapsing  Soviet  ecoi 
omv  or  civil  war  could  send  millions 
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ligrants  streaming  into  the  wobbly 
lomies  of  Eastern  Europe.  The  added 
in  could  topple  the  region's  first 
;-communist  governments  if  the  pov- 
-stricken  clamor  for  an  end  to  the 
iful  transition  to  a  market  economy, 
t  danger  became  clear  last  fall  dur- 
Poland's  presidential  elections, 
Sn  dark-horse  nationalist  candidate 
lislaw  Tyminski  took  a  stunning  23% 
the  vote  in  a  race  against  Lech 
esa. 

here's  no  question  that  Poland, 
choslovakia,  and  Hungary  need 
stern  help  fast.  "All  these  countries 
>t  weather  a  deep  recession  for  the 
t  one  to  two  years,  losing  10%  to  14% 
;np  a  year,"  says  Andreas  Gummich, 
eutsche  Bank  economist  and  Eastern 
ope  expert. 

ms ling  giants.  Facing  bankruptcy 
hundreds  of  huge  state  enterprises, 
ir  demise  threatens  many  ambitious 
atization  schemes.  Even  some  com- 
ies  with  Western  joint-venture  part- 
3  have  gone  under,  including  the 
igarian  telecommunications  giant  Vi- 
ton,  which  went  into  bankruptcy  last 
>k.  Groupe  Bull  is  now  scaling  down 
joint  venture  with  Videoton.  "It's  a 
•ning  for  countries  where  the  situa- 
i  is  even  tougher,"  laments  Groupe 
l's  Bloch-Morhange. 
'he  crisis  is  most  severe  in  Poland, 
?re  industry  is  weakest.  Giant  tractor 
<er  Ursus,  with  23,000  employees, 
apsed  this  July  and  is  being  liquidat- 
In  the  textile  region  around  Lodz, 
miployment  has  already  hit  18%, 
ile  antiquated  production  methods 
aper  steel  factories  in  Katowice.  The 
nomic  crisis  is  the  hottest  issue  in 
runup  to  parliamentary  elections  on 
..  27. 

tig  economic  and  legal  reforms  adopt- 
over  the  past  two  years  should 
Doth  the  way  for  Western  help.  Ev- 
thing  from  stock  markets  to  new 
rts  are  starting  to  take  shape,  and 
rencies  are  already  partially  convert- 
PlanEcon  Inc.,  a  Washington  con- 
ting  firm,  predicts  that  new  invest- 
nt  in  the  East  will  total  $7.8  billion 
:t  year.  That's  a  53%  increase  over 

1  billion  invested  this  year. 
Castern  Europe's  infrastructure  is  im- 
ving  steadily  as  well.  Satellite  and 
bile  phone  services  are  coming  on  line 
Poland  and  Hungary.  The  changes 
'en't  gone  unnoticed.  "Nine  months 
),  the  investors  coming  here  were  one- 
n  operations,"  says  William  D.  Kirst, 
naging  partner  at  Price  Waterhouse 
Warsaw.  "Now,  there's  a  shift  to  in- 
ting  capital."  That's  the  best  indica- 
i  yet  that  Eastern  Europe's  strug- 
ig  democracies  are  ready  to  join  the 
v  Europe. 

By  Gail  E.  Schares  in  Warsaw,  with 
wart  Toy  in  Paris 


KICKING  TIRES:  SALES  ARE  SO  SLOW  THAT  HONDA  IS  THROWING  IN  FREE  OPTION  PACKAGES 


LOWER  SALES,  SLOWER  FACTORIES 

WHERE? 


Japan  is  still  healthy,  of  course — but  downbeat  signs  are  popping  up 


A  PERCENT 


The  monthly  report  from  Japan's 
Economic  Planning  Agency 
seemed  routine.  In  August,  the 
economy  once  again  marched  smartly 
ahead,  notching  its  57th  straight  month 
of  expansion.  But  beyond  the  glowing 
EPA  report,  private  economists  see  trou- 
ble ahead.  Says  Russell 
B.  Jones  at  UBS  Phillips  & 
Drew  International  in  To- 
kyo: "The  economy  is  not 
as  robust  as  the  EPA 
thinks." 

After  nearly  five  years 
of  powerful  growth,  Ja- 
pan's fleet-footed  econo- 
my is  showing  its  first 
real  signs  of  fatigue. 
Consumers,  troubled  by 
high  interest  rates  and 
prices,  are  leaving  slick 
new  cars  and  wide-screen 
televisions  to  collect  dust 
in  quiet  showrooms.  Ris- 
ing inventories  are  forc- 
ing manufacturers  to  cut 
production.  Battered  by 
high  interest  rates,  com- 
panies are  scaling  back 
capital  spending  (table). 

As  a  result,  Japan's  economy  may  be 
in  for  a  shock.  "An  industrial  recession 
has  already  begun,"  says  Robert  A. 
Feldman,  an  economist  at  Salomon 
Brothers  Asia  Ltd.  He  predicts  that  Ja- 
pan's economy  will  shrink  0.4%'  in  the 
last  half  of  the  fiscal  year  ending  next 


AS  JAPAN'S  GROWTH 
SLOWS  DOWN... 


INCREASE  IN  GNP 


..CAPITAL  SPENDING 
TAKES  A  BIG  HIT 


Mar.  31.  If  so,  that  would  be  the  first 
time  Japan  has  had  back-to-back  nega- 
tive quarters  since  the  1974-75  oil  shock. 

Even  with  a  weak  second  half,  growth 
for  the  full  year  will  come  in  around  3%. 
But  that's  half  of  last  year's  pace — and 
a  radical  slowdown  by  Japanese  stan- 
dards (table).  It  may  spell 
trouble  for  the  West,  too. 
As  the  economy  stalls, 
Japan  is  importing  less 
while  its  exports  keep 
steaming  ahead.  In  this 
year's  first  seven 
months,  Japan's  trade 
surplus  jumped  54%. 
curb  service.  The  cool- 
ing in  consumer  demand 
has  put  auto  sales  in  a 
skid.  Off  12  months  in  a 


•89  '90 
A  PERCENT  CHANGE 


EST. — 


DATA:  SALOMON  BROTHERS  ASIA  LTD 


row,  passenger  car  pur- 
chases slipped  an  addi- 
tional 6%  in  August.  To 
stem  the  decline,  dealers 
are  making  more  house 
calls  and  offering  dis- 
counts. Honda  Motor  Co. 
tossed  in  a  package  of 
pricey  options  for  free  to 
boost  sales  of  one  model 
it  was  phasing  out.  As  auto  sales  fall, 
suppliers  from  steel  producers  to  glass- 
makers  are  preparing  for  leaner  times. 
"Order-  are  definitely  falling,"  says 
Asahi  Glass  Co.  director  Osamu  Wada. 
"The  •  ar  ahead  will  be  tough." 
Hif    interest  rates  have  triggered  a 
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recession  in  Homebuilding  as  well.  New 
starts  are  down  21rt  for  the  year,  with 
no  sign  of  an  upturn.  Likewise,  a  drop  in 
contracts  for  small  office  buildings  is 
paring  earnings  at  some  steel  manufac- 
turers. Tokyo  Steel  Manufacturing  Co. 
predicts  that  weak  demand  for  steel 
girders  will  slash  its  profits  by  14f<  this 
year.  Retail  sales  have  also  gone  soft: 
JVC  Co.  is  predicting  a  63crc  drop  in  prof- 
its, in  pan  because  of  weaker  video  cam- 
era sales. 

The  profit  plunge  comes  at  a  time 
when  cash  balances  at  Japanese  compa- 
nies are  at  their  lowest  levels  since  1987. 
Unable  to  tap  the  sour  stock  market  to 
raise  cash,  companies  are  loading  up  on 
debt.  Nissan  Motor  Corp.  borrowed  S5.4 
billion  in  1990  to  cover  its  investment 
plans.  The  cost:  $285  million  in  interest, 
soaking  up  roughly  one-fifth  of  the  com- 
pany's operating  profits.  This  year.  Nis- 
san has  reduced  its  capital  investment 
by  13^  and  may  make  another  cut.  Com- 
panies such  as  NEC  Corp.  and  Mitsubishi 
Electric  Corp.  are  in  similar  binds. 
holding  the  line.  The  squeeze  may  get 
much  worse,  particularly  for  companies 
that  issued  convertible  bonds  in  the  late 
1980s.  Investors  snapped  up  the  bonds, 
assuming  they  would  be  able  to  convert 
them  to  stock  at  a  comfortable  profit 
once  the  underlying  share  price  rose 
above  the  conversion  price.  But  because 
of  the  stock  market  crash,  many  issuers 
will  have  to  buy  back  their  bonds  when 
they  mature.  Some  S250  billion  in  con- 
vertible bonds  will  come  due  between 
now  and  1994.  That's  roughly  what  Japa- 
nese companies  raise  in  the  capital  mar- 
kets in  a  typical  year.  "A  lot  of  compa- 
nies are  going  to  have  to  refinance  that 
debt  at  much  higher  cost."  says  Jones  at 
UBS.  "It's  going  to  be  a  big  problem." 

High  interest  rates  and  tightfisted 
bank  lending  are  pushing  more  compa- 
nies over  the  edge.  On  Aug.  26.  leading 
condominium  developer  Maruko  Inc. 
went  bankrupt  with  82  billion  in  debt.  So 
far  this  year,  bankruptcies — mainly  real 
estate  speculators — have  left  behind 
about  six  times  as  much  debt  as  during 
all  of  1990.  Even  so.  Bank  of  Japan  offi- 
cials, worried  by  3.5%  inflation,  are  hold- 
ing the  line  on  interest  rates. 

Some  analysts  do  not  expect  Japan  to 
slow  down  much  more.  Economist  Paul 
A.  Summerville  at  Jardine  Fleming  Secu- 
rities Ltd.  in  Tokyo  argues  that  huge 
state-sponsored  construction  projects 
and  the  growing  demand  for  more  auto- 
mation to  overcome  labor  shortages  will 
sustain  capital  spending.  Says  Summer- 
ville: "This  will  pave  the  road  for  a  new 
period  of  balanced  growth."  Until  those 
forces  are  fully  at  work,  though,  Japan 
will  move  a  lot  slower. 

By  Ted  Holden  in  Tokyo 


JAPAN  I 


REST  IN  PEACE . . .  WITH  LASERS, 
SMOKE,  AND  SYNTHESIZER  MUSIC 

Japan's  S7  billion  mortuary  industry  has  a  new  hit:  High-tech  funerals 

in  the  cities,"  says  ^1 
sao  Fujii,  professor | 
religious  sociology 
Taisho  University.  H 
a  generation  bred 
computers  and  TV, 
|  says,  technology  he| 
communicate. 

BEAM   ME   UP.'  OtH 

entrepreneurs  are  cj 
covering   the  sai 
thing.   One  funei 
parlor  in  Yokohama! 
building  an  audiovij 
J  al  wonderland  that 
i  eludes  a  planetarhl 
projector.  Several  oj 
ers  are  starting  I 
1  show  videos  of  t| 
dearly  departed 
play  tapes  of  his 
raoke  singing — a 
cry  from  somber  Bt 
dhist  surras. 


A tearful  widow  places  a  final 
chrysanthemum  in  her  husband's 
casket,  then  climbs  onto  a  plat- 
form behind  the  coffin  while  a  Buddhist 
monk  recites  prayers  up  front.  Suddenly, 
the  funeral-hall  lights  dim.  synthesized 
music  blares,  and  pink  and  green  laser 
lights  pierce  billowing  dry-ice  smoke  to 
form  the  outline  of  a  tunnel  tilting  heav- 
enward. Trailed  by  family  members,  the 
platform  is  wheeled  50  yards  before  dis- 
appearing in  clouds  and  a  blinding  flash 
of  orange  light.  "This  is  very  strange." 
mutters  one  mourner.  "Wonderful!" 
breathes  another. 

Such  spectacular  sayonaras  are  the 
new  rage  in  Japan.  Gyokusenin  funeral 
hall  in  Osaka,  which  unveiled  the  ethere- 
al tunnel  last  March,  choreographs  five 
high-tech  obsequies  a  day.  And  nearly 
everyone  opts  for  the  three-minute  pro- 
cession that  adds  $370  to  Gyokusenin's 
customary  87.000  fee.  "We  capture  old 
rituals  with  modern  techniques."  says 
Nobuyoshi  Tomikawa.  a  Gyokusenin 
manager.  "The  era  of  dark,  somber  fu- 
nerals is  past."  And  Japan's  rapidly 
graying  population  ensures  that  the  ST 
billion  funeral  business  will  remain  a 
growth  industry. 

Large  multistoried  funeral  halls,  some 
doubling  as  wedding  halls,  are  replacing 
homes  or  local  temples  as  the  site  of  last 
rites.  "The  quality  of  grief  is  changing 


Then  there's  the  corporate  send-o 
held  by  big  companies  for  senior  exe<j 
tives.  Mitsui  &  Co.  recently  joined  wi 
religious-goods  supplier  Maruki 
launch  a  corporate-funeral  satellite  nl 
work.  Three  cameras  beaming  a  oi 
hour  transmission  to  employees  at  fi 
sites  costs  $36,000.  "Satellite  funer 
will  be  a  huge  new  business,"  predii 
Hajime  Himonya.  editor  of  funeral- 
dustry  trade  journal  Gekkan  Sogi. 

Leaving  this  world  Japanese-style 
already  an  expensive  proposition.  S 
vices  in  Tokyo  average  $20,000,  1 
many  easily  run  to  $75,000.  That 
eludes  mortician  and  temple  fees,  flc 
ers,  rented  altars,  and  food  and  drink  : 
the  guests. 

Real  estate  is  a  growing  problem, 
Although  95^  of  all  Japanese  are  c 
mated,  keeping  grave-site  space  nee 
small,  the  scarcity  of  land  means 
costs  are  exorbitant — $28,000  or  mc 
for  a  tiny  private  temple  plot.  As  a 
suit,  multistory  underground  mauso 
urns,  condominium  plots,  and  even  te 
porary  pay-locker  urn  holders 
cropping  up. 

Still,  not  everyone  is  crazy  about  m< 
era  tinkering  and  high-tech  display 
"It's  a  show."  grumbles  Yasuko  Kiyoc 
who  came  to  Gyokusenin  for  her  neig 
bor's  funeral.  "There's  no  time  to  cry 
By  Karen  Lowry  Miller  in  Osa 
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Finding  a  dental  plan  is  one  tiling. 

Finding  its  participating  dentists  is  something  else. 


.hough  there  are  many  dental  plans  to  choose  from,  the  dentists  actively  under  contract 
with  these  plans  are  few  and  far  hetween.     Not  at  Delia  Dental.  Over  two-thirds  of  all 
practicing  dentists  nationwide  are  under  contract  with  us.  I  hat  means  that  even  though  your 
employees  are  free  to  choose  any  dentists,  there's  an  excellent  chance  that  their  personal  dentists 
are  in  our  network.  L  Our  participating  dentists  help  ensure  quality  care  at  affordahle  prices  hy 
agreeing  to  follow  procedures  relative  to  treatment  reviews  and  fee  limits.  I  hats  why  they  re  the 
cornerstone  of  Delta  Dental's  unique  three-point  system  that  also  incorporates  extensive  cost 
management  features  and  plan  design  flexihility.      It's  a  program  on  Iv  Delta  Dental  offers. 
That'  s  whv  we  now  cover  more  than  20  million  people  m  23,000  groups  and  pay  more  than 
two  billion  dollars  a  year  for  dental  care.  Ri  learn  more  ahout  how  your  group  can  henefit 
from  I )elta  Dent^1  ^af temples  afthelite^of  h'      & DGfe  DGfltdl 

The  quality  of  grief  is  changh  America^  Leader  In  Dental  Health  Plans. 


nternational  Outloo 
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IOW  FIDEL  REALLY 

IAS  TO  TOUGH  IT  OUT  ALONE 


Si 


top  helping  Fidel  Castro.  That  message  to  Moscow  has 
been  popping  up  in  almost  every  press  conference  by 
President  Bush  since  the  failed  Soviet  coup.  Bush's  urg- 
r  is  superfluous,  however,  because  Soviet-Cuban  ties  are 
rtain  to  shrink  drastically,  with  or  without  U.  S.  prodding, 
e  result  for  hard-pressed  Cubans  seems  likely  to  be  Option 
ro — Castro's  term  for  the  deprivation  Cuba  will  face  if  its 
eline  to  the  vanishing  Soviet  bloc  is  cut. 
Many  in  the  Bush  Administration  believe 
.stro's  regime  won't  survive.  "Cuba's  going 
solve  itself,"  says  a  State  Dept.  official. 
fe  don't  have  to  do  anything."  Despite  the 
im  prospects  and  crumbling  economy,  how- 
er,  Castro  is  expected  to  propose  modest 
irket-oriented  reforms  at  most  when  the 
immunist  Party's  Fourth  Congress  meets, 
irting  on  Oct.  10.  And  his  vow  to  keep  the 
■mmunist  faith  at  all  costs  seems  to  rule  out 
y  easing  of  the  party's  rigid  political  grip. 
Moscow  has  already  cut  Cuban  aid  sharply. 
)w,  with  the  Soviet  republics  facing  econom- 
turmoil  at  home,  their  assistance  to  Cuba 
d  other  former  satellites  "will  be  stopped 
mpletely,"  predicts  Andrei  Kortunov,  a  for- 
m  policy  expert  at  Moscow's  Institute  of  the 
A  &  Canada.  Although  the  big  Russian  Re- 
blic  is  more  ready  than  others  to  pursue  an 
iependent  foreign  policy,  it  will  be  interested 
Dstly  in  the  European  Community  and  East 
iia,  Kortunov  says.  Relations  with  Third 
orld  countries  such  as  Cuba,  he  observes,  "were  artificial 
eatures  of  the  superpower  status  that  is  no  more." 
That  applies  to  military  as  well  as  economic  ties.  With  the 
d  of  the  cold  war,  most  of  the  3,000  Soviet  troops  in  Cuba 
e  left  without  a  mission.  They  are  a  legacy  of  the  deal  that 
ded  the  1962  missile  crisis:  The  U.  S.  promised  not  to  attack 
iba,  and  Moscow  pledged  not  to  station  offensive  weapons 
ere — but  didn't  agree  to  withdraw  all  troops.  The'  Soviets  are 


CASTRO  MAY  IMPOSE  'OPTION 
ZERO':  SEVERE  BELT-TIGHTENING 


still   supplying   military   aid   worth   $1.5   billion  annually. 

Wayne  S.  Smith,  a  Cuba  expert  at  Johns  Hopkins  Universi- 
ty, expects  the  Soviet  military  presence  to  shrink  but  not 
disappear.  Soviet  forces  on  the  island  include  military  advisers, 
1,200  regular  troops,  and  1,000  military  personnel  at  the  big 
electronic  spy  installation  at  Lourdes,  outside  Havana.  Among 
other  things,  the  facility  enables  the  Soviets  to  monitor  U.  S. 

arms-control  compliance.  The  Soviets  aren't 
likely  to  cut  all  military  aid,  because  then  "the 
Cubans  probably  wouldn't  let  them  keep 
Lourdes,"  Smith  says.  "Rationally,  they  should 
want  to  hold  on  to  it  to  verify  compliance  with 
arms-control  treaties."  But  in  the  current  con- 
fusion, the  republics  may  care  less  than  Mos- 
cow once  did  about  how  the  U.  S.  carries  out 
arms  accords. 

one-way  passage.  If  the  Soviet  Union  disin- 
tegrates, changes  in  policy  toward  Cuba  "will 
likely  be  seen  very  quickly,  by  the  end  of  the 
year,"  Kortunov  says.  He  argues  that  a  gradu- 
al reduction  in  aid,  estimated  at  up  to  $2.5 
billion  a  year,  would  help  avoid  creating  chaos 
on  the  island.  But  he  sees  time  running  out  for 
a  restructuring  of  Soviet-Cuban  relations,  par- 
ticularly because  Castro  seems  unwilling  to 
make  significant  reforms. 

That  prospect  suits  Miami's  powerful  exile 
lobby,  the  Cuban  American  National  Founda- 
tion. A  delegation  from  the  foundation  planned 
to  fly  to  Moscow  in  early  September  to  urge 
Soviet  and  Russian  leaders  to  keep  turning  the  screws  on 
Cuba.  One  result  is  the  stream  of  one-way  Cuban  tourists 
flying  to  Miami.  So  far  there's  no  sign  that  Castro  is  losing  his 
grip.  But  the  refugees  fear  the  hardship  of  Option  Zero — or 
the  upheaval  if,  for  lack  of  a  Soviet  lifeline,  Castro's  regime 
eventually  founders. 

By  Gail  DeGeorge  in  Miami  and  Rose  Brady  in  Moscow,  with 
Amy  Borrus  in  Washington 


LOBAL  WRAPUPI 


IRGENTINA 


fter  a  number  of  false  starts, 
P%  President  Carlos  Menem's  sell-off 
ilan  is  finally  whittling  down  Argenti- 
la's  huge  inventory  of  official  assets, 
arge  and  small.  On  Aug.  29,  bidders 
•aid  $1.3  million  for  five  floors  of  of- 
ice  space  in  downtown  Buenos  Aires, 
»nd  developers  are  eyeing  2V2  acres  of 
irime  land  near  the  presidential  palace 
0  be  auctioned  on  Sept.  19.  Petrochem- 
cal  and  steel  plants  will  go  on  the 
)lock  later  this  year. 

Getting  rid  of  money-losing  opera- 
ions  and  gaining  auction  income  have 
lelped  Menem  trim  the  budget  deficit 
md  brake  inflation.  Now,  investors  are 


pushing  Buenos  Aires'  stock  market  to 
record  highs.  San  Francisco's  G.  T. 
Global  Financial  Services  Inc.  and  Mer- 
rill Lynch  &  Co.  recently  launched  in- 
vestment funds  to  channel  money  into 
Argentina  and  other  Latin  nations. 

UNITED  NATIONS  

The  U.  S.  and  other  leading  U.  N. 
members  may  urge  Secretary  Gen- 
eral Javier  Perez  de  Cuellar'  to  stay  on 
a  year  or  two  beyond  his  second  five- 
year  term,  which  ends  on  Dec.  31.  The 
Organization  of  African  Unity,  arguing 
that  it  is  Africa's  turn  to  hold  the  top 
U.  N.  post,  has  endorsed  six  African 
candidates  to  replace  him.  But  the  diz- 
zy pace  of  global  change  makes  having 


an  experienced  hand  at  the  U.  N.  all 
the  more  important.  Perez  and  his  dep- 
uties are  involved  in  sensitive  peace- 
making efforts  from  Cambodia  to  the 
Middle  East.  On  Sept.  16,  Perez  will 
confer  in  New  York  with  El  Salvador 
President  Alfredo  Cristiani  and  guerril- 
la chiefs  in  the  U.  N.'s  effort  to  end 
that  country's  civil  war. 

In  1981,  Perez  was  the  compromise 
choice  when  China  deadlocked  the  Se- 
curity Council  by  backing  Africa's  can- 
didate against  former  Secretary  Gener- 
al Kurt  Waldheim,  supported  by  the 
U.  S.,  the  Soviet  Union,  Britain,  and 
France.  Now,  with  the  Soviets  moving 
closer  to  the  West,  China  may  be  wary 
of  another  confrontation  at  the  U.  N. 
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$1295 


HP  LaserJet '  IIP 


Printhead  warranty:  1  year 
Conventional  laser  printhead 
14  fonts,  2  typefaces 
50-sheet  paper  tray 
Curved  paper  path 
Height:  8K,r 


At  #999  list,  there's  no  lower  priced  page  printer  on 
the  market  than  the  Okidata  OL400*  Yet  it  offers 
many  features  you  won't  rind  on  the  #1295  LaserJet  IIP 

Our  solid-state  LED  printhead,  for  example,  has  no 
moving  parts.  It's  so  reliable,  it  comes  with  a  5-year 
warranty-longest  in  the  industry  (plus  1  year  parts  and 


labor  on  the  printer  itself). 

Okidata's  simpler  printhead  costs  less  to  manufac- 
ture, and  results  in  a  simpler  design  overall— a  major 
reason  for  the  OL400s  low  cost.  Yet  when  PC  Maga- 
zine compared  both  printers,  they  wrote, "...we  judged 
(the  Okidata)  to  have  the  best  graphics  and  text  qual- 


Okidata  OK! 


OK'DATA  <X«»ft 
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Okidata  OL400 


Printhead  warranty:  5  years 
Okidata-built  LED  printhead 
(no  moving  parts) 
17  fonts,4  typefaces 
Fully  compatible  with  HP 
Series  II  software  emulations 
200-sheet  paper  tray 
Straight-line  paper  path- 
feeds  envelopes,  labels, 
heavy  stock  without  jamming 
Low  profile:  SVf 

ity."  The  OL400  also  comes  with  more  typefaces  and  tional  value. 

fonts,  and  a  high-capacity  paper  tray-all  standard.  So  before  you  settle  for  a  page  printer  that's  merely 

And  the  OL400  has  one  more  unique  feature-the  OK,  visit  your  authorized  Okidata  dealer  and  ask 

Okidata  OK!  Its  our  promise  that  every  printer  we  sell  about  the  printer  that's  Okidata  OK!-the  Okidata 

will  deliver  not  merely  acceptable  performance  and  OL400. 

good  value,  but  outstanding  performance  and  excep-  For  further  information,  call  1  (800)  OKI-DATA. 

We  dorit  just  design  it  to  work.  We  design  it  to  work  wonders^ 
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ENVIRONMENTAL  MANAGEMENT  I 


HERMAN  MILLER: 

HOW  GREEN  IS  MY  FACTORY 


Protecting  the  environment  pays  off  for  the  office-furniture  maker 


■  t  was  March,  1990,  and  Bill  Foley 
I  was  starting  a  ruckus.  While  taking 
B  a  routine  look  at  new  woods  to  use, 
the  research  manager  at  office  furniture 
maker  Herman  Miller  Inc.  realized  that 
Miller's  appetite  for  tropical  hardwoods 
was  helping  destroy  rain  forests.  He 
banned  the  use  of  two  species — rose- 
wood and  Honduran  mahogany — once 


recycled  materials,  recycles  its  own 
products,  and  nips  toxic  spills  in  the  bud. 
Reducing  packaging  and  building  an  $11 
million  waste-to-energy  heating-and-cool- 
ing  plant  has  cut  the  trash  it  hauls  to 
landfills  by  90$  since  1982.  "Herman 
Miller  has  been  doing  a  superb  job," 
says  Stephen  W.  Allen,  vice-president  of 
the  Michigan  Audubon  Society. 


Miller's  existing  supplies  were  exhaust- 
ed. Unless  top  brass  reversed  his  deci- 
sion, Herman  Miller's  signature  piece, 
the  $2,277  Eames  chair,  would  lose  its 
traditional  rosewood  finish. 

In  the  ensuing  furor,  everyone  from 
executives  to  carpenters  took  sides. 
Some  saw  the  move  as  ethical  and  far- 
sighted.  Others  thought  it  betrayed  the 
original  Eames  design.  Chief  Executive 
Richard  H.  Ruch's  first  reaction  was: 
"That's  going  to  kill  that  [chair]."  But 
Miller's  executives  approved  a  change  to 
walnut  and  cherry.  Now,  they're  waiting 
to  see  the  effect  on  sales. 

The  rosewood  tussle  typifies  the 
changes  companies  face  as  they  try  to 
do  less  damage  to  the  environment.  Her- 
man Miller,  based  in  Zeeland,  Mich.,  uses 


What's  unique  at  Miller  is  the  bottom- 
up  nature  of  such  initiatives.  That's  a 
product  of  the  company's  40-year-old 
participatory-management  tradition,  plus 
strong  corporate  ethics  that  date  from 
1923,  when  D.  J.  De  Pree,  a  devout  Bap- 
tist, founded  the  company.  Those  factors 
make  it  easier  to  convert  "personal 
beliefs  . . .  into  action,"  says  Foley.  He 
and  an  in-house  writer  composed  the 


CUTTING  COSTS  BY  CUTTING  WASTE 


HERMAN  MILLER'S  ANNUAL  SAVINGS  FROM: 


WASTE-TO-ENERGY  PLANT 

REDUCED  PACKAGING 

SELLING  OR  SWAPPING 
RECYCLABLE  MATERIALS 


DATA:  HERMAN  MILLER 


new  policy  of  using  only  wood  fro 
carefully  managed  forests. 

Among  the  company's  best  idea  pe 
pie  is  Joe  Azzarello.  An  engineer  wl 
oversees  Miller's  waste-to-energy  plar 
he  found  a  taker  last  year  for  t 
800,000  pounds  of  scrap  fabric  Herm; 
Miller  had  been  dumping  annually 
landfills.  Now,  the  material  is  shipped 
North  Carolina,  shredded,  and  made  in 
insulation  for  car-roof  linings  and  das| 
boards — saving  Miller  $50,000  a  year 
dumping  fees.  When  Azzarello  found 
wasn't  practical  to  recycle  the  800,0 
Styrofoam  cups  Miller  employees  tossi 
out  each  year,  he  banished  them  a 
distributed  5,000  mugs.  The  mugs  spo 
a  Buckminster  Fuller  admonition: 
spaceship  earth  there  are  no  passenge 
.  .  .  only  crew." 
Azzarello's  goal  is  to  end  trips  to  t 
dump  by  1995.  Alread; 
the  company  is  rec 
cling    leather,  vin 
foam,    office  pape 
phone  books,  and  lub 
eating   oil.    In  198 
Miller  even  began  bu 
ing  back,  reconditio 
ing,  and  reselling  us< 
Action  Office  furnitur 
The  newest  twist  is  cr: 
dle-to-grave  desig 
Miller  favors  mate 
als — such  as  recycle 
aluminum — that  tak 
little  energy  to  fabr 
cate,  generate  few  po 
lutants,  and  come  apai 
easily  for  recycling. 
big  savings.  Far  frot 
pure  altruism,  "a  lot 
what  we've  done  make 
economic  sense,"  say 
Ruch.  Miller's  energ 
plant,   built  in  198; 
t'^r'     '  >'7."i0.imhi  ;i  war  j 

»*• smk-mS&Bffl  |  fuej  anc|  jan(jfj]]  cost< 

It  will  have  paid  for  itself  by  the  end  c 
this  year — a  decade  ahead  of  scheduk 
The  company  has  also  trimmed  costs  b 
cutting  packaging.  It  has  saved  $250,00 
a  year  in  materials  and  shipping  costs  b 
eliminating  70%  of  the  Styrofoam  an 
cardboard  packaging  for  the  cloth-co\ 
ered  panels  of  its  Ethospace  office  part 
tions.  And  it's  getting  suppliers  to  follo\ 
suit.  One  Grand  Rapids  maker  of  plasti 
shells  for  office  chairs  helped  design  re 
turnable  bins  to  enable  reuse  of  care 
board  and  plastic  shipping  wrap.  Tha 
saves  Miller  $300,000  a  year,  which 
important  in  a  recession:  The  company' 
net  profit  slipped  70%,  to  $14  million,  oi 
sales  of  $878  million  in  the  fiscal  yea 
ended  May  31. 
Sometimes,  Miller  even  spends  a  bi 
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"Aren't  they  that  Swedish 
country  rock  band?" 


Okay,  so  some  people  don't  know  exactly  who  ALR  is. 
But  ask  any  PC  industry  expert,  and  they'll  tell  y<  >u  that  ALP 
is  an  award-winning  manufacturer  of  high  performance 
personal  computers. 

in      i.  tin-  \i  i<1-'  lii isii u  ss\  i  is, \    rcM  i -nth  beat 
MBLa     both  IBM®  and  Compaq'  lot  /'<  Coinpittuvj's 
HfilUHUSS     prestigious  Most  Valuable  Product  Award 

As  pioneers  in  value  and  performance  enhancing  technol- 
ogy, we  have  a  history  of  winning  top  industry  awards. 
No  wonder,  in  a  recent  PC  \v<  >r/<  /  survey.  94%  of 
all  ALR  customers  said  they  would  buy  ALR 
again.  That's  more  than  AST"  (85%), 
NEC* (77%),  or  Dell'  (73%). 

The  BusinessVEISA  delivers  the  latest  in 
technology  at  an  affordable  pric  e  For  as  lit! 
as  $1 ,995,  you  get  the  advanced  power  of 
32-bit  processing  and  EISA  Additionally, 
a  modular  CPU  upgrade  path  prov  ides  a 
gateway  to  higher  future  performance. 
You  never  have  to  worry  about 
outgrowing  this  system  because  you 
can  easilv  and  affordablv 


Manufacturer 
Model 
CPU 

Upgrade  Path 
Bus  ArcMecture 
RAM  standard 


BusinessVEISA  386/33'" 

33-mhz  laeeDx1" 

25-  4  33-MHz  i486DX,u 
32-bil  EISA 

'  MB  5-MB  w  PowerPAK 
Model  10)  $1,995 

4  MB  RAM  and 
SuperVGA  adapter 
<B00»600)  $299 

..'u  Ml.  rl  irrj  Drive  $1  iW. 


DeskpfQ  386  33L'" 
33  MHzi386DX 
33  MHz  i486DX 
32-bil  EISA 
4MB 


VGA  adapter 
(640.4801 
120-MB  Har< 


Suggested  list  price 


$3,389  $6,199 


"J^aUf^UtUCPUI. 


And  for  a  limitet  I 
time,  we've  made 
this  great  value  even 
better  Purchase 
any  of  our 
BusinessVEISA 
Model  lOls.  and  get 
the  ALP  PowerPAK 
for  only  $299.  The 
PowerPAK  adds  4-MB  <  >l  |  >erf<  >rmance  boosting  memory 
and  a  high-resolution  ALR  Super  VGA 
adapter  while  sav  ing  you  $350. 


rhe  ALR  BusinessVEISA  is  one 
hot  performer  y<  >u  w<  >n't  want  l<  i 
miss! 


Advanced  Logic  Research.  Inc 


Irvine.  c;a  927 1 8 
TEL  (7I4)  581-6770 
FAX  (714)581-9240 


Call 


1 -800444-4ALR 


ALR  is  a  registered  trademark  ol  Advanced  Logic  Research.  Inc  Prices  and  configurations  subiect  lo  change  without  n 
verily  competirve  pricing  and  conl.guralions  with  manufacturer  Pricing  based  on  U  S  dollars  'PowerPAK  offer  good  ur 
September  30,  1991  All  olher  brand  and  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  ov 
1991  Advanced  Logic  Research,  Inc 


usr,  /di  extension  n«) 

Available  at  these 
nationwide  locations: 
ComputerLand® 
Connecting  Point® 
Entre® 

JYVP  information  Systems® 

TCBC® 

ALR  Power  Partners 
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Can  you  guess  who's  eligible 
for  Social  Security? 

They  all  are. 

Because  Social  Security  isn't  just  for  retirement;  it's  for 
people  of  all  ages. 

If  your  life  is  somehow  cut  short,  it  will  pay  survivors 
benefits  to  your  family  even  if  you're  years  from  retirement. 

If  a  serious  illness  or  injury  prevents  you  from  working, 
it  can  provide  disability  payments. 

Now  you  can  find  out  what  your  benefits  might  be  with 
a  free  Personal  Earnings  and  Benefit  Estimate  Statement 
from  Social  Security.  Using  our  records  of  your 
Social  Security  earnings  and  the  future  income 
information  you  provide  us,  we'll  give  you 
an  estimate  of  what  you  can  expect— not 
only  for  retirement,  but  in  disability  and 
survivors  benefits  as  well. 

Write  to  Dept.  74,  Pueblo,  Colorado 
81009,  and  we'll  -end  you  a  simple 
form  you  can  complete  to  get  your  own 
Personal  Earnings  and  Benefit  Estimate  Statement. 

( Jt  Social  Security  f^S\ 

*s'.ZTy     It's  not  just  for  retirement.  It's  for  life.  GOUICH 
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extra,  if  the  environmental  payoff  is  bj 
enough.  It  just  laid  out  $800,000  for  ffl 
incinerators  that  burn  98%  of  the  tox 
solvents  escaping  from  booths  in  whkj 
wood  is  stained  and  varnished.  The  fu| 
naces  go  beyond  what  is  required  by  laj 
year's  Clean  Air  Act.  And  they  may  bj 
come  obsolete  in  as  little  as  three  year! 
if  new  water-  and  powder-based  finish* 
are  perfected.  Miller's  directors  "put  i) 
through  the  wringer,"  says  Ruch.  B« 
he  won  by  arguing  that  buying  the  be!, 
is  ethically  correct — and  that,  if  need  b 
he  could  recoup  some  of  the  investmei 


When  2,150  gallons  of  gas 
leaked  from  an  underground 

tank,  Miller's  quick  action 
kept  nearby  wetlands  clean 


by  selling  the  furnaces  to  companl 
that  still  use  toxic  solvents. 

Miller  even  maintains  a  spill-respon: 
team.  Earlier  this  year,  when  2,150  gd 
Ions  of  gasoline  leaked  from  an  unde 
ground  tank  at  its  main  manufacturin 
plant,  the  team's  quick  action  kept  nea 
by  wetlands  clean.  "I  was  impressed 
says  Thomas  P.  Berdinski,  an  enviro 
mental-quality  analyst  at  the  Michiga 
Natural  Resources  Dept. 
tow  profile.  Oddly,  Herman  Millt 
hasn't  joined  the  stampede  of  compank- 
that  advertise  their  efforts.  Philip 
Mercorella,  senior  vice-president  f( 
sales,  sees  "green  marketing"  as  a  pic 
that  will  eventually  wear  thin  with  cu 
tomers.  And  why  advertise  if  you  aren 
perfect?  Miller  recycles  only  15$  of  i 
corrugated  cardboard;  the  rest  goes 
the  energy  plant,  even  though  burnin, 
recyclable  materials  is  considered  an  e 
vironmental  no-no.  Azzarello  wants  1 
modify  the  plant  to  burn  safely  the  1,85 
tons  of  sawdust  the  company  generate 
annually.  When  that's  done,  perhaj 
next  year,  all  cardboard  can  be  recycle* 

Another  Miller  weakness,  says  Mart: 
P.  Dugan,  vice-president  for  facilit 
management,  is  that  its  plants  outsk 
Michigan  tend  to  be  less  vigilant.  F< 
instance,  at  Helikon  Furniture  Co., 
Connecticut  subsidiary,  solvents  th; 
were  improperly  stored  had  been  see; 
ing  into  the  ground  for  years.  It  coi 
$200,000  to  clean  up  the  mess  befoi 
Miller  sold  Helikon  this  year. 

Still,  Miller  is  setting  an  example.  I 
the  next  century,  says  Mercorella,  ha' 
ing  a  spotless  environmental  record  wi 
be  "just  part  of  doing  business."  An 
Miller's  early  start  could  be  a  big  edg' 
By  David  Woodruff  in  Zeeland,  Mic, 
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lou  re  never  too  old,  too  smart,  or  too 
successful  to  learn.  That's  why  execu- 
tive education  programs  are  booming. 
So  much  so,  that  Business  Week  is 
creating  an  exclusive  editorial  report 
on  the  topic.  It's  a  tell-all  look  at  some 
of  today's  best,  most  innovative 
executive  education  programs  and 
seminars  in  the  United  States,  and 
includes  a  comprehensive  ranking  of 
the  top  Executive  MBA,  General 
Management,  Custom-Made  and  Short 
Functional  Educational  Programs. 

We'll  also  be  featuring  Business 
Week's  first-time  ever  Executive 
Education  School/Program  Directory 

—  the  perfect  way  to  put  important 
information  on  your  programs  before 
6.8  million  top  executives  who  are 
eager  to  learn  about  you.  Loweduca- 
tion  rates,  available  on  a  regional 
basis,  insure  you  reach  your  target 
audience  cost  effectively.  In  addition, 
there  will  be  bonus  distribution  to  the 
CEOs,  CFOs  and  Presidents  of  the 
Business  Week  Top  1000  Companies. 

For  more  information  on  this  executive 
education  directory,  call: 
Gary  Mirkin  at  (212)  512-4305  or 
BW  Telemarketing  at  (516) -242-8298. 

Remember,  before  executives  can  learn 
from  you,  they  have  to  learn  about  you. 

Executive  Education  Directory 
Issue  Date:  October  28, 1991 

Advertising  Orders  Closing: 
September  16, 1991 


Increase  Executive 

enrollment 

in  Your  School. 


ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 
WAS  BECOMING  THIS  SMALL. 


man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 
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;m  run  scared? 

ORGET  ABOUT  IT 


le  recession  has  hurt,  but  big  cutbacks  aren't  in  the  cards 


For  some  time  now,  Minnesota  Min- 
ing &  Manufacturing  chief  Allen  F. 
Jacobson  has  been  able  to  survey 
>  domain  with  a  certain  measure  of 
tisfaction.  After  all,  few  companies 
ast  the  innovative  culture  of  3M. 
lanks  to  the  creative  zeal  Jacobson  fos- 
fs,  nimble  3M  turns  out  everything 
)m  low-tech  Post-it  notes  to  futuristic 
nthetic  ligaments.  Look  at  the  results: 
ace  1985,  3M's  net  income  has  doubled, 
$1.3  billion  last  year.  And  more  than 
%  of  3M's  $13  billion  in  1990  revenues 
me  from  products  introduced  during 
e  past  five  years. 

But  the  recent  recession  has  been  a 
;mbling  experience  for  the  diversified 
anufacturer.  Sagging  demand  for  3M's 
ray  of  industrial  products  and  stiff 
l  ice  competition  abroad  have  battered 
e  company.  During  the  first  half  of 
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1991,  3M's  net  income  tumbled  11.5%,  to 
$599  million.  Operating  margins  dropped 
to  15.6%,  a  14%  decline  from  their  1989 
peak.  Worse,  explains  Jacobson,  "we 
don't  see  any  recovery  coming,"  during 
the  next  six  months.  Profits,  he  admits, 
will  drop  in  1991  for  the  first  time  in 
five  years.  Indeed,  earnings  are  expect- 
ed to  fall  7.7%  to  $1.2 
billion,  on  $13.5  billion  in 
revenues,  reckons  The- 
resa M.  Gusman,  an  an- 
alyst with  Salomon 
Brothers  Inc. 

With  that  kind  of  a 
melancholy  outlook, 
you'd  think  Jacobson 
would  be  sharpening  his 
machete  for  some  slash- 
ing. Forget  about  it. 
While  other  U.S.  com- 


3M  FEELS 
THE  PINCH 


panies  have  retrenched  by  trimming  re- 
search-and-development  budgets,  shelv- 
ing new-product  programs,  and  ousting 
managers,  3M  has  been  readying  itself 
for  the  coming  rebound.  True,  the  com- 
pany has  scrapped  plans  to  boost  capital 
spending  by  10%  this  year.  But  it's  still 
investing  $1.3  billion  to  modernize  its  101 
factories  worldwide.  And  there  have 
been  no  layoffs  among  3M's  89,000-plus 
employees.  Research  spending,  the  well- 
spring  of  the  company's  product  suc- 
cesses, hasn't  been  sacrificed,  either:  3M 
will  ante  up  some  $890  million  on  R&D 
this  year.  That's  6.6%  of  total  sales — the 
same  rate  as  last  year  and  about  double 
the  average  of  U.  S.  industry. 
weak  spots.  At  the  same  time,  Jacob- 
son  is  following  through  on  ambitious 
goals  set  last  year  to  cut  manufacturing 
costs,  while  pushing  3M  design  engi- 
neers to  speed  up  product-development 
cycles.  Nor  has  Jacobson  slackened  the 
pace  of  3M's  aggressive  move  into  such 
new  overseas  markets  as  Eastern  Eu- 
rope and  the  Soviet  Union. 

That's  not  to  say  that  3M  hasn't  been 
tightening  a  few  screws  to  reflect  tough- 
er times.  Like  most  companies,  it's  cur- 
tailing corporate  travel.  And  it  recently 
postponed  the  construction  of  an  office 
building  addition  in  Austin,  Tex. 

But  Jacobson  isn't  easing  up  on  his 
effort  to  get  3M  to  expand  its  product 
line,  since  many  of  the  company's  more 
than  60,000  offerings  are  still  vulnerable 
to  recession.  Consider  that  about  40' <  of 
3M's  revenue  stream  comes  from  cus- 
tomers in  such  cyclical  manufacturing 
fields  as  autos.  The  memory-technol- 
ogies division  is  another  weak  spot:  3M's 
computer  diskettes  business  has  been  hit 
by  price  competition  from  foreign  rivals, 
including  Sony  Corp.  While  Jacobson  in- 
sists he  doesn't  want  to  diversify  away 
from  his  core  customers,  a  couple  of 
hits  in  less  recession-prone  businesses, 
such  as  health  care,  would  surely  help 
matters. 

At  the  same  time,  3M's  international 
operations  haven't  offset  problems  state- 
side, as  hoped.  Indeed,  the  stronger  dol- 
lar has  zapped  its  business  overseas.  As 
a  result,  analysts  expect  international 
revenues,  which  account 
for  50%  of  the  compa- 
ny's total,  to  be  flat  in 
the  second  half,  com- 
pared with  a  227'  gain 
during  the  same  period 
a  year  ago.  Given  the 
downturn,  Prudential 
Securities  Inc.  analyst 
B.  Alex  Henderson  says 
3M  should  have  throt- 
tled back  overseas  capi- 
tal spending  and  acqui- 
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IK.  Lets  get  down  to  business.  24  hours.  That's  all  we  get.  And  still  for  some,  it'sjust  not  enough.  Now  of  course,  we 
;  GTE  don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shortest 
istance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 
nmediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
me,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 
inch  faster.  See  your  front  door  faster.  Need  we  go  on?  I  1  Because  after  all,  it's  about  time.  Isn't  it? 


THE  POWER  IS  ON 


Absolute 
efficiency. 


Pure 
luxury. 


At  Le  Meridien  doing  business  is  made 
ca>\  b\  our  enviably  central  locations 
and  consummately  professional  stafl. 
Forgetting  business  is  similarly  effort- 
less thanks  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  Who  says  doing  business  can't 
be  a  pleasure?  for  reservations,  call 
(800)  513-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L'Invitation, 
our  frequent-guest  program. 

MERIDIEN 

The  sen  ice  you  expect. 
BOSTON 
CHICAGO 
MONTREAL 
NEW  VOKK 
Travel  Companion  of  Air  France 
( )vci  50  Hi  ite  Is  and  Resorts  Worldw  wl<- 

In  Ni prill  America:  Boston 'Chicago"  Montreal '  Nassau, 
Bahamas'  New  Orleans-  New  York '  New|>orl  Beach 
San  Diego 'San  Francisco-  Vancouver 
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sitions  more  quickly.  Still,  3M  economist 
John  McDevitt  insists  the  company 
wasn't  caught  flat-footed:  "We  weren't 
surprised." 

Still,  Jacobson  has  managed  to  limit 
the  recession's  damage  by  running  a 
pretty  lean  shop.  From  1985  through 
1990,  his  J35 — that's  J  as  in  Jacobson — 
cost-cutting  program  has  hit  its  goal  of  a 
3593  reduction  in  labor  and  manufactur- 
ing costs,  largely  by  investing  in  auto- 
mation, reconfiguring  plant  layouts,  and 
using  just-in-time  inventory  methods. 

And  3M  isn't  letting  up  now.  Last 
year,  the  company  began  yet  another 
five-year  progam — 
dubbed  Challenge  '95 — 
to  cut  unit  manufactur- 
ing costs  10%  and  man- 
ufacturing-cycle time 
by  507c  from  1985  lev- 
els, among  other  goals. 
It  all  represents  a  dedi- 
cated effort  to  widen 
3M's  thinning  operating 
margins  and  win  over 
new  customers  with 
better  service. 

Little  successes  al- 
ready are  adding  up  to 
some  big  savings.  Earli- 
er this  year,  for  in- 
stance, managers  at  one 


Attention  to 
the  smallest  of 

details 
has  always  been 
the  hallmark  of 
Jacobson's  tenure 
as  chief  executive 


industrial-tape  plant  cut  the  time  it  takes 
to  switch  from  making  one  kind  of  tape 
to  another  by  307  and  reduced  waste  by 
257,  simply  by  rearranging  machinery 
and  changing  some  work  practices.  The 
35  engineers  and  managers  3M  assigned 
to  the  project  used  video  recorders  to 
study  the  changeover  process.  One  reve- 
lation: Workers  often  didn't  have  the 
correct  tools  to  perform  the  job.  The 
simple  answer:  To  slash  the  time  wasted 
fetching  tools,  engineers  staged  tool 
boxes  near  changeover  sites. 
full  pipeline.  The  changes  go  well  be- 
yond the  plant  floor.  Service  is  being 
spruced  up,  too.  For  example,  the  medi- 
cal-products division  used  to  take  an  av- 
erage of  49  days  to  process  customer 
complaints — which  naturally  prompted 
even  more  complaints.  "Some  customers 
said  3M  was  hard  to  deal  with,"  admits 
Thomas  Redner,  manager  of  quality  sys- 
tems. So,  in  late  1990,  Redner  pulled  to- 
gether a  team  from  nine  departments  to 
reform  the  complaints  procedure.  Again, 
little  details  made  a  big  difference.  The 
company's  sales  reps  now  carry  pre- 
addressed,  postage-paid  labels  so  they 
can  quickly  mail  samples  of  defective 
products  back  to  3M  labs  for  analysis. 
Now,  says  Redner,  processing  a  com- 
plaint about  the  division's  surgical 
masks  or  tapes  takes  only  five  days. 

The  process  Jacobson  most  wants  to 
make  faster  and  cheaper  is  the  one  his 


engineers  use  to  get  new  products  o 
the  door.  He  has  ordered  design,  prodv 
tion,  and  marketing  teams  to  work  moW 
closely  together.   Small  wonder  w" 
This  approach  allowed  a  team  of  3M 
signers  and  production  experts  to  cut 
half — from  six  to  three  years — the  dev< 
opment  cycle  for  a  new  digital  col 
proofer,  a  device  used  in  commerci| 
printing,  which  is  expected  to  be  roll 
out  in  September. 

This  year  alone,  3M  will  launch  mo 
than  200  new  offerings.  In  these  auste: 
times,  3M  is  more  often  emphasizh 
products  that  can  be  marketed  as  cos 
saving  devices.  La 
April,  the  company 
abrasives  division  intr 
duced  a  computeriz< 
chemical-dispensing  m 
chine  that  controls  ai 
records  the  amount 
chemicals — say  flo( 
cleaners  or  solvents 
that  are  used  in  man 
facturing  plants.  Tl 
idea,  says  Group  Vic 
President  Robert 
Hershock,  is  to  gh 
companies  a  new  ws 
to  monitor  their  cherr 
cal  costs. 
Jacobson  is  also  tur 


ing  up  the  heat  overseas,  where  he  se< 
3M's  current  slowdown  as  transitor 
The  company  is  adding  staff  and  ma 
keting  its  array  of  telecommunicatic 
and  highway  products  in  emerging  ma 
kets  such  as  Poland,  Czechoslovaki 
and  the  Soviet  Union.  At  the  same  tim 
3M  is  pumping  resources  into  the  Ft 
East,  where  markets  for  its  products  ai 
still  growing  by  as  much  as  20%.  1 
Western  Europe,  3M  is  spending  $20  mi 
lion  to  link  its  subsidiaries  and  custon 
ers  together  via  computer  so  they  ca 
process  orders  more  quickly.  It  al 
plans  to  build  or  expand  four  large 
more  efficient  warehouses  in  Europe  t 
replace  17  minidistribution  centers. 

Attention  to  the  smallest  of  detai 
has  always  been  the  hallmark  of  Jacol 
son's  management  tenure.  Known  sin 
ply  as  Jake  by  most  3Mers,  he  retires  o 
Oct.  31,  after  six  years  as  chief  execi 
tive.  He  will  be  replaced  by  L.  D.  DeS 
mone,  a  veteran  of  3M's  overseas  open 
tions  who  speaks  four  languages  ant 
like  Jacobson,  is  an  engineer  by  training 
DeSimone  will  be  lucky  in  one  respec 
He  will  inherit  a  pipeline  full  of  ne1 
products  and  a  decidely  leaner  and  mor 
responsive  3M,  thanks  in  large  part  t 
Jacobson's  investments  and  handiwor 
during  the  downturn.  Apparently,  even 
bone-jarring  recession  can  be  turned  t 
advantage  by  smart  managers. 

By  Kevin  Kelly  in  St.  Paul,  Mini 


62  BUSINESS  WEEK/SEPTEMBER  16.  1991 


THE  CORPORATI 


l\iiinl><'r  Two  In  a  Si  i  ic: 


Anthem:  hi  the  American  Tradition 


i  


Sortie  values  endure, 
Love  of  country. 
Humanity. 

Supporting  the  rights  of  others. 
Anthem  keeps  that  vision  alive. 

The  Anthem  network  of  insurance  and  health 
care  companies  has  a  long,  proud  history  of 
serving  the  employee  benefits  needs  of  thousands  of 
people  across  the  nation.  We  offer  a  full  range  of 
health,  life  anil  disability  insurance;  managed  care; 
provider  networks:  third  party  administration  and 
customized  financing  arrangements. 
Anthem's  financial  strength  i.s  evidenced  by  its  Best's 
"A"  rating  and  supplemented  by  an  investment 
portfolio  free  from  commercial  real  estate  exposure. 
Anthem's  superior  performance  is  a  source  of 
confidence  for  our  insurance  brokers,  our  employer 
group  accounts  and  our  individual  insureds. 


'he  American  T radition:  Emma  Lazarus,  precocious  child  of  a  V'»  WtrA  millionaire,  learned*  about  Csarist  Russia  "s  persecution 
Tthe  Jetcs  as  she  translated  Hebrew  poetry.  She  spent  the  rest  of  her  life  distributing  relief  to  poor  immigrants  ami  pleading  their  cause, 
'hen  the  committee  funding  a  pedestal  for  the  netc  Statue  of  Liberty  asked  her  to  donate  a  poem,  she  modestly  offered  a  sonnet  is  which  the 
'atue  speaks:  "Give  me  your  tired,  your  poor,  your  huddled  mosses  yearning  to  breathe  free..."  \  sheltered  spinster  in  failing  health.  Lazarus 
mi  her  humanitarian  vision  transformed  the  controversial  French  gift  into  the  ictirht's  beacon  —  and  ga  ve  lilierty  an  American  voice  for  nil  time. 


Offices  in  Texas,  California, 
Florida  and  Indiana. 
Call  1-800-873-2542 
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The  elegant,  aerodynamic  shape 
of  the  new  Buick  Park  Avenue 
is  certain  to  make  a  beautiful  first 
impression. 

But  its  beauty  is  also  apparent 
in  Park  Avenue's  superb,  highly 
refined  engineering. 

The  1991  Buick 
Park  Avenue. 


To  quote  Motor  Trend:  "Buick 
engineers  have  come  up  with  one 
of  the  quietest,  tightest  and 
smoothest  operating  luxury  sedans 
we've  ever  driven." 

They've  developed  a  cabin  so 
comfortable  that  "just  sitting  in  the 
Park  Avenue's  roomy  interior 
is  pleasing." 
(Car  and  Driver) 

The  new  electron- 


ically  controlled  transmission, 
AutoWeek  says,  "works  like  a 
dream."  And  the  new  3800  V6 


EPAeslimatilt 
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City  H4 


engine  has  tuned- 
port  injection  for 
greater  horsepower. 

As  you'd  expect,  all  of  the  P 
Avenue's  accomplishments 
underscored  by  Buick  qualfi 

As  one  example  of  what  Bull 
quality  means,  the  J.D.  Power 
Associates  1990  Initial  Qual 


"he  Great 
Beauty. 


Let's  get  it  together,  .  buckle  up.  ©  1991  GM  Corp.  All  rights  reserved.  Park  Avenue  is  a  registered  trademark  of  GM  Corp. 
*  J.  D  Power  and  Associates  1 990  Initial  Quality  Survey?"  Based  on  owner-reported  problems  during  the  first  90  days  of  ownership. 


;ySM  ranks  Buick  the  most 


I  ile-free  American  carline, 
I  e  second  year  in  a  row.  And 
Inks  Buick  automobiles 


fifth  highest  in  initial  quality 
among  all  cars  sold  in  America* 

We  invite  you  to  visit  your  Buick 
dealer  today  and  test-drive  Buick 
quality  in  the  all-new  1991  Park 
Avenue.  Its  styling  and  engineering 
make  it  the  Great  American  Beauty. 

For  more  information,  please 
call  1-800-3PARK-AVE. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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HOT  GROWTH  COMPANIES,  ENTREPRENEURS,  AND  SMALL  BUSINESSES 


EDITED  BY  MONICA  ROM/ 


OFFSHORE  LOGISTICS:  FLYING  HIGH 
OVER  THE  OIL  PATCH 


CLEMENT:  STRONG  EARNINGS  AND  A  FAT  SHARE  OF  THE  MARKET 


w 


hen  energy  prices  crashed  during  the  spring  of  1986, 
oil-field-service  companies  were  failing  fast.  And  James 
B.  Clement,  then  the  No.  2  executive  at  Offshore  Logistics 
Inc.,  was  afraid  his  money-losing  outfit  would  be  next.  But  the 
helicopter-and-boat  operator,  based  in  Lafayette,  La.,  got  a 
second  chance:  In  exchange  for  giving  lenders  81'  <  of  its  stock, 
its  interest  payments  were  cut  by  two-thirds. 

Clement,  the  son  of  an  executive  under  legendary  oilman 
H.  L.  Hunt,  became  chief  executive  later  in  1986.  He  bought 
two  rival  helicopter  companies  and  began  shedding  supply 
boats.  By  last  year,  Offshore  was  No.  2  in  the  industry,  with 
154  aircraft  and  a  25''  share  of  the  business  in  the  Gulf  of 
Mexico.  For  the  fiscal  year  ended  June  30,  earnings  were  up 
23%,  to  $22.5  million,  while  sales  gained  6.3%,  to  $95.4  million. 
Its  stock  was  trading  recently  at  SVi,  up  11.5%  since  Jan.  1. 

Unlike  supply  boats  and  other  highly  fragmented  offshore 
services,  the  helicopter  business  is  dominated  by  Offshore  and 
giant  Petroleum  Helicopters  Inc.,  which  controls  55%  of  the 
market.  That  stronghold  has  given  both  companies  the  muscle 
to  raise  rates  over  the  past  two  years. 

Low  natural-gas  prices  could  further  depress  drilling  in  the 
gulf,  where  144  of  Offshore's  aircraft  are  based.  But  Clement 
does  have  10  copters  overseas.  And  many  of  his  craft  service 
production  units,  which  are  less  vulnerable  to  falling  energy 
prices  than  exploration  rigs.  Given  Clement's  agility,  a  squall 
in  tin-  gulf  probably  won't  blow  him  off  course. 

By  Mark  Ivey  in  Houston 


SURGICAL  CARE:  WILL  ITS  SIGNS  READ 
'10  MILLION  PATIENTS  SERVED'? 


Joel  C.  Gordon,  chief  executive  of  Surgical  Care  Affiliates 
Inc.,  wants  his  company  to  become  the  McDonald's  of  out- 
patient-surgery centers.  His  strategy:  Get  local  physicians  to 
invest  in  the  centers  so  they'll  perform  one-day  surgeries  at 
his  clinics  instead  of  at  hospitals.  Gordon  then  builds  a  facility 
with  four  operating  rooms,  a  recovery  room,  and  offices.  Uni- 
formity keeps  startup  costs  at  about  $2  million  a  unit. 

The  formula  has  paid  off.  Nashville-based  Surgical  Care  is 
now  the  No.  2  operator,  with  33  outpatient  surgery  centers. 
Dallas-based  Medical  Care  International  Inc.  is  No.  1,  with  71 
centers.  During  {he  past  four  years,  Surgical  Care's  revenues 


grew  at  a  compound  an- 
nual rate  of  52.3%',  to 
$124  million  in  1990. 
Earnings  rose  at  a  com- 
pound annual  rate  of 
121.2%,  to  $11.5  million. 

Gordon,  62,  knows 
something  about  build- 
ing a  health  care  busi- 
ness. He  founded  Gen- 
eral Care  Corp.  and  sold 
the  hospital  chain  to 
Hospital  Corp.  of  Amer- 
ica in  1980  for  nearly 
$120  million. 

While  analysts  expect 
Surgical  Care's  earnings 
to  increase  36%  in  1991, 
growth  may  later  ebb. 
Almost  50%  of  all  sur- 
geries, from  tonsillecto- 
mies to  vasectomies,  are  already  performed  on  outpatients 
up  from  15%  eight  years  ago.  Doctor-owned  clinics  may  al 
face  more  scrutiny  because  of  concerns  about  conflicts 
interest.  Another  note  of  caution:  At  around  33,  Surgic 
Care's  stock  is  trading  at  a  stunning  79  times  earnings 

Gordon  is  optimistic.  He  predicts  new  technology  will  mal 
more  procedures  available  to  outpatients.  If  so,  Surgic 
Care's  centers  may  become  as  ubiquitous  as  the  golden  arche 

By  Walecia  Konrad  in  Atlan 


TRENDS  I 


BANKERS:  DON'T  CALL  US, 
WE'LL  CALL  YOU 


For  small  businesses,  the 
credit  crunch  continues — 
especially  in  certain  ill-fa- 
vored sectors.  A  recent  na- 
tional survey  by  the  Ameri- 
can Institute  of  Certified 
Public  Accountants  found 
that  about  two-thirds  of  com- 
munity banks  are  not  lend- 
ing to  at  least  one  industry 
because  of  credit  risk. 


Real  estate  and  constru< 
tion  were  the  most  frequen 
ly  shunned  areas.  Lendin 
patterns  varied  by  regior 
About  half  of  the  sma 
Northeastern  banks  wer 
avoiding  construction,  vs 
16%>  in  the  Midwest.  And 
most  1  in  10  respondents  sai 
they  had  spurned  ere 
ditworthv  borrowers. 


Industry 


Percentage  of  bankers  avoiding 


REAL  ESTATE 

26% 

CONSTRUCTION 

24 

RETAILING 

16 

ENERGY  SERVICES/WASTE  MANAGEMENT 

16 

FARMING/AGRICULTURE 

15 

LEASING 

12 

TRANSPORTATION/DISTRIBUTION 

8 

MEDIA 

5 

HEAVY  MANUFACTURING 

5 

DATA:  AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 
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ENTERP 


Discerning  men  with  crowded  agendas  have  found  a  new  haven  on  New  York's  most  fashionable  avenue: 
Bergdorf  Goodman  Men.  Spanning  three  floors  and  40.000  feet  on  Fifth  Avenue  at  58th  Street.  Bergdorf  Goodman  Men 
is  the  ultimate  store  for  gentlemen.  Our  commitment  to  excellence  guarantees  incomparable  service  and  a  comprehensive 
selection  of  quality  merchandise,  all  in  the  comfortable  atmosphere  of  a  time-honored  men's  club. 


BERGDORF 
GOODMAN 
1 — MEN — 1 


nely  tailored,  classic 

an  and  American  suiting 

wool  to  the  most  modern 
•nts  in  sportswear. 

I  Goodman  Men.  presents 
e  best  the  w  orld  has  to  offer. 

optional  collections  include 

ian  artistry  of  Giorgio 

i,  Luciano  Barbera.  Kiton, 

ani.  Brioni  and  St.  Andrews; 

id-sewn  excellence  of 

r  American  clothiers  Oxxford 

ckey  Freeman;  the 

able  style  of  Alan  Flusser 

itish  tailored  clothing  and 

ings  by  Turnbull  and  Asser. 

tensive  selection  of  sportswear 

lly  diverse,  featuring 

tyles  made  exclusively 

gdorf  Goodman  Men 

world's  top  designers. 

jflorf  Goodman  our  single 
to  bring  a  sense  of  luxury 
axation  to  the  experience  of 
ig.  And  to  facilitate  your 
se,  we  are  pleased  to  welcome 
lerican  Express®  Card. 


Visit  Bergdorf  Goodman  Men  and  enjov  a  civilized  respite  from  the  pressure  and  pace  of  a  hectic  agenda.  Careful  consideration  of  every 
detail  sets  Bergdorl  Goodman  Men  apart.  Each  department,  from  tailored  European  clothing  to  sportswear  and  furnishings,  is  attended  by  a 
knowledgeable  and  efficient  staff.  And  our  personal  sen  ice  doesn't  stop  with  fittings  and  alterations.  Bergdorf  Goodman  Men  has  provided 
ever)  thing  necessary  tor  your  convenience,  whether  you  wish  to  send  a  fax.  visit  our  concierge  or  have  a  light  lunch. 

Where  other  stores  leave  off.  Bergdorf  Goodman  Men  begins.  For  the  time  when  vour  busv  schedule  dwsn't  permit  a  visit  to  the  store. 
74S  Direct — our  completelv  unique  service — allows  vou  to  shop  hv  appointment  in  vour  office,  at  home,  or  before  and  after  regular  store 
hours,  accompanied  by  a  personal  consultant.  You  can  also  order  at  vour  leisure  from  our  magnificent  catalogue.  It  represents  the  same 
commitment  to  excellence,  quality  and  superior  service  found  at  Bergdorf  Goodman  Men.  Simply  call  1 -S()().fi62-S4SS  for  vour  copv . 
Naturally  .  we  welcome  the  American  Express8  Card.  Bergdorf  Goodman  Men  ...  the  ultimate  store  for  gentlemen. 


BERGDORF 
GOODMAN 


i  OPTIMA 

S  ndip.   


PURE  WOOL 


The  sewn-in  Woolmark  label 
is  your  assurance  ol  quality- 
tested  fabrics  made  ot  the 
world's  best     Pure  Wool 


74=.  Fifth  Avenue  at  SKth  Street 


Don't  leave  home  w  ithout  it  * 


e 


CALLAWAY:  JUST  OFFER 
A  "DEMONSTRABLY 
SUPERIOR"  PRODUCT 


!LY  CALLAWAY: 

FHE  OLD  MAN  AND  THE  TEE 


1 72,  he's  dazzling  the  golf  club  market  with  Big  Bertha 


It's  7:30  on  a  golden  Southern  Califor- 
nia morning  in  November,  and  golf 
club  maker  Ely  Callaway  is  at  it 
jain.  Dragging  a  visiting  pro  to  a  local 
■iving  range,  the  72-year-old  former 
xtile  tycoon  shoves  a  prototype  of  his 
test  club— a  driver  known  as  Big  Ber- 
ia — into  the  skeptical  pro's  hands.  The 
inge  is  closed  for  business,  but 
.  allaway  darts  out  onto  the  dewy  fair- 
ay  and  scoops  up  a  few  balls  lying  in 
ie  grass.  Then,  he  stands  back  and 
niles  as  the  pro  swings  approvingly  in 
ie  early  morning  mist.  "He  wanted  to 
et  that  club  in  my  hands  so  badly," 
Sealls  pro  Tom  Bracken  of  Western 
ills  Country  Club  in  Waterbury,  Conn. 
He  is  so  enthusiastic  that  you  are 
iade  to  be  a  believer." 
Believers  are  everywhere  these 
■  iys.  With  golfers  from  Chi  Chi 
odriguez  to  George  Bush  teeing 
ff  with  the  Big  Bertha  driver, 
allaway's  tireless  boosting  is  paying 
ff  as  nobody  would  ever  have  predict- 
1 — except  Callaway  himself.  The  appeal 
•  a  new  design  that  is  larger,  heavier, 
ad  more  forgiving  than  most  clubs. 
1  hat  helps  explain  how  eight-year-old 
allaway  Golf  Co.,  based  in  Carlsbad, 


Calif.,  has  catapulted  from  a  tiny  special- 
ty outfit  selling  mostly  novelty  clubs 
into  the  fastest-growing  golf  club  maker 
in  the  country.  At  a  time  when  most  club 
sales  are  lagging,  Callaway's  revenues 
are  expected  to  double  for  the  fourth 
straight  year,  to  about  $40  million.  That 
would  put  the  company  among  the 
world's  top  10  club  makers. 


BIG  BERTHA  vs.  THE  COMPETITION 


An  oversize 
clubface  increases 
Big  Bertha's 
sweetspot,  for 
straighter  shots 

BIG  BERTHA 
CONVENTIONAL 


■PLE 


HOSEL 


DATA:  BW 


Also,  Callaway 
eliminated  the  hosel 
connecting  the  shaft  to 
the  clubhead  and  shifted 
the  hosel's  weight  into 
the  head  itself — resulting 
in  longer  shots 


The  story  of  how 
Callaway,  a  newcomer  to 
the  golf  business,  pulled  off 
such  a  feat  is  just  the  latest 
chapter  in  a  career  full  of 
gambles  and  deft  salesman- 
ship. "You've  got  to  create  a 
product  that  is  demonstra- 
bly superior  to  what's  avail- 
able in  significant  ways," 
explains  Callaway  in  a 
twang  left  over  from  his 
boyhood  days  in  Georgia. 
"And — most  important — it 
has  to  be  pleasingly  differ- 
ent. That's  all  there  is  to  it. 
Simple."  Callaway  har- 
nessed that  principle  while 
climbing  to  the  top  at  Bur- 
lington Industries  Inc., 
where  he  became  president 
at  age  48.  Later,  he  applied 
it  to  a  risky  wine  venture 
that  he  wound  up  selling  for 
a  $10  million  profit. 

Now,  Callaway  has  hit 
upon  another  huge  success  with  a  golf 
club  that  many  consider  revolutionary. 
Big  Bertha's  big  clubhead  means  it  has 
a  larger  sweet  spot,  so  players  don't 
have  to  worry  as  much  about  off-center 
hits.  And  because  designers  eliminated  a 
weighty  part  of  the  shaft  known  as  the 
hosel,  they  could  add  that  weight  to  the 
head  without  making  the  club  too  heavy 
(diagram).  That  means  golfers  can  hit 
the  ball  farther. 

bush  whack.  The  combined  results  are 
eliciting  raves  from  weekend  golfers  and 
pros  alike.  "I  never  got  off  the  tee  so 
well  in  my  life,"  George  Bush  said  on 
national  TV  after  whacking  a  good  one 
with  his  Big  Bertha.  At  $250,  the  club  is 
more  than  twice  as  expensive  as  a  nor- 
mal driver.  But  New  York  retailer  Rich- 
ard Metz  has  been  selling  up  to  120  Big 
Berthas  a  month  this  summer  and  is 
constantly  running  out  of  stock.  "It's  an 
unbelievable  club,"  he  says. 

Nobody  would  agree  with  that  more 
than  Callaway.  Tremendously  proud  of 
his  accomplishments,  he  doesn't  hesitate 
to  trumpet  them.  He  is,  he  boasts,  one  of 
the  few  truly  creative  people  in  the  golf 
industry.  The  rest  of  the  business,  he 
argues,  has  grown  bureaucratic  and 
complacent. 

Whether  that's  true  or  not,  there's  lit- 
tle chance  of  anyone  calling  Callaway 
complacent.  Fit  and  energetic,  he  darts 
around  the  office  with  the  vitality  of  a 
man  half  his  age,  slapping  backs  and 
cracking  jokes.  Callaway's  personal  life 
has  never  lacked  for  change,  either. 
Wife  Cindy,  41,  is  his  fourth.  "You 
shouldn't  focus  on  the  number,"  says 
Callaway  cheerfully.  "I  was  married  to 
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Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


m 

HOTEL  LOTTE    S  Qj) 


Member  in  Seoul  Korea 


Earl  S  Moore,  Jf  -Presidem  ot  Asia  Pacific  Marveling 


We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most 
"Discrete  and  unobtrusive."  in  Mr.  Moore's  words 
While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 
And  at  Lotte  they  find  excellence  in  service  and  facilities 
Shouldn't  the  Lotte  be  vour  hotel  in  Seoul' 


Fot  Reservations:  New  York  (201)  944-1117.  Toll  Free  800-22  LOTTE,  LA  (213)  540-7010.  Toll  Free  800-24  LOTTE.  Lonoon  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul.  Tel  (02)  771-1000.  Telex  LOTTEHO  K23533Z4.  Fax  (02)  752-3758,  Cable  HOTELOTTE 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 

for  your  company.  '>■ 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P  O  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 

Excess  inventory  today 
student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind 


the  others  for  at  least  eight  years  each 
These  days,  he  dotes  on  Big  Berth 
Callaway  keeps  a  close  eye  on  manufa 
turing,  touring  his  plant  once  or  twice 
day  and  greeting  many  of  his  250  wor 
ers  by  name.  But  his  real  forte  is  ma 
keting.  Each  day,  he  spends  hours  cha 
ting  up  dealers  by  phone.  He  wri| 
much  of  the  company's  ad  copy,  and  he 
always  looking  for  ways  to  squeeze  t\ 
most  out  of  a  tight  ad  budget.  Earlii 
this  year,  as  pros  converged  on  Orlanc 
for  a  trade  show,  he  ran  a  full-page  i 
unveiling  Big  Bertha  in  the  Southea 
edition  of  The  Wall  Street  Journa 
Callaway  had  the  paper  delivered  to  e 
ery  hotel  room  in  the  area — with  a  stic 
er  on  the  front  page  pointing  to  the  ai 
Not  everyone  is  impressed  with  B 
Bertha.  Karsten  Solheim,  the  design* 
of  the  innovative  and  hugely  popuk 
Ping  golf  equipment,  notes  that  big  clu 
heads  have  been  on  the  market  f( 


Not  everyone  is  impressed 
Rivals  say  oversized  clubhead 
have  been  around  for  years- 
only  without  Bertha's  hype 


years.  What's  propelling  Big  Bertha,  h 
and  other  rivals  claim,  is  mainly  hype. 

Even  so,  the  club  does  have  an  impre: 
sive  technological  pedigree.  Callawa 
Golf  President  and  chief  designer  Rid 
ard  Helmstetter  assembled  a  team  c 
five  aerospace  and  metallurgical  eng 
neers  to  design  the  head.  They  fir: 
came  up  with  a  version  that  was  to 
small.  A  second  prototype  perform! 
much  better  but  was  ugly.  The 
scrapped  that  one,  too.  A  year  ago,  th 
designers  shortened  the  face  an 
smoothed  out  the  toe  to  make  it  loo 
better,  and  they  made  the  whole  thin 
sturdier  by  using  a  different  castin 
technique.  Big  Bertha,  named  after 
World  War  I  German  cannon,  was  bon 
A  vine  romance.  To  help  pay  for  deve 
opment,  Callaway  got  a  friend  to  ai 
range  a  meeting  with  the  General  Ele< 
trie  Pension  Fund  in  1988.  When  he  fin 
approached  GE's  investment  managers 
they  were  doubtful.  His  company  wa 
too  small  and  too  unrelated  to  anythin; 
GE  does.  But  Callaway  persisted— an 
the  pension  fund  wound  up  investing 
million  in  return  for  a  54'<  stake  in  th 
company.  "Ely's  just  such  an  engagin 
guy,  he's  difficult  to  say  no  to,"  say 
John  H.  Myers,  executive  vice-presiden 
of  GE  Investments. 

Difficult,  but  not  impossible.  Afte 
working  as  a  procurement  officer 


72  BUSINESS  WEEK/SEPTEMBER  16,  1991 


PEO 


BUY  FUJITSU'S 
SMALLEST  AND  LIGHTEST 
CELLULAR  PHONE... 


ACTUAL  SIZE 


BREITL1NG 


Instruments  for  Professionals 


MARVIN  AND  SONS 

Fine  Jewelry,  Watches  &  Gifts 

CEDARHURST,  N.Y.    GREAT  NECK,  N.Y.    WOODBURY.  N.Y. 
PHONE  (516)  569-2200 


World  War  II,  Callaway  joined  Rurli 
ton  Industries  and  quickly  rose  throi 
the  ranks  to  become  president  of 
textile  company  in  1968.  But  his  eng 
ing  style  wasn't  enough  to  win  him 
intense  contest  for  the  CEO's  job.  So 
left  in  1978,  putting  his  savings  i 
building  a  vineyard  on  dusty  ranch  k 
outside  San  Diego. 

It  seemed  an  unlikely  spot  for  a  w 
ery,  but  Callaway  listened  to  the  expe 
he  hired  and  gave  them  a  free  ha 
Within  five  years,  they  had  some  w 
ners,  and  Callaway,  with  his  usual 
nache,  started  selling  the  wines  to 
New  York  restaurants  such  as  the  F( 
Seasons  and  the  Coach  House.  Tl 
gave  his  Callaway  Vineyard  &  Win* 
instant  visibility  and  credibility — with( 
spending  a  dime  on  advertising.  Rom; 
tic  as  owning  a  winery  sounds,  thouj 
Callaway  was  characteristically  d 
eyed.  When  Hiram  Walker  &  Sons  I 
offered  $14  million  for  the  company 
1981,  he  didn't  hesitate. 
INTO  the  WOODS.  Golf  as  a  busin< 
came  naturally  to  Callaway.  Passion; 
about  the  sport,  he  won  tournaments 
a  teen,  and  in  the  19(i()s,  he  was  1 
club's  champion.  He  got  into  the  bu 
ness  in  1983,  first  selling  pricey  replic 
of  old-fashioned  hickory-shafted  clui 
Convinced  that  modern  golf  clubs  coi 
be   made   better,   he  and  Helmstett 


Next  year,  Callaway  will  have 
a  line  of  new  irons  and  woods  c 
the  market  just  as  excitemen 
over  Bertha  may  be  fading 


started  producing  a  line  of  irons  call 
S2H2  in  1988,  featuring  the  same  hos 
free  design  as  Big  Bertha.  Gradual 
Callaway  has  moved  into  licensing, 
eluding  a  line  of  golf  balls  carrying  t 
name  of  golfing  great  Bobby  Jon( 
Marketing  is  everything:  Twelve  Bob! 
Jones  balls  in  a  commemorative  mahog 
ny  box  retail  for  $125,  or  about  eig 
times  the  normal  price  of  a  dozen  bal 

Next  year,  Callaway  plans  to  inti 
duce  a  whole  line  of  new  irons  ai 
woods,  hitting  the  market  just  as  tl 
excitement  over  Big  Bertha  may  be  fa 
ing.  Showing  off  a  prototype  in  his  ( 
fice,  he  is  clearly  pleased  with  the  w; 
things  are  going.  But  then,  wi 
Callaway  Golf  doing  so  well,  it  may  1 
time  to  sell  or  even  take  the  compai 
public.  When  Ely  Callaway  is  involve 
it's  best  not  to  rule  out  anything. 

By  Eric  Schine  in  Carlsbad,  Calif,  a) 
Peter  Finch  in  New  York 
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AND  POCKET 
A  FREE  COLOR  TV. 


At  only  5.3  inches  long  and  under  10.4  ounces*,  the 
Fujitsu  POCKET  COMMANDER  is  giving  America 
something  to  talk  about.  And  a  whole  new  way 
^  to  keep  in  touch,  on  the  job  and  on  the  go. 
With  its  battery  charger  and  standard  battery 
\   with  80  minutes  of  talk-time,  the  POCKET 
k    COMMANDER  is  changing  America's 
wk     phoning  habits. 


FREE  ACCESSORIES 


Get  the  POCKET  COMMANDER 
now,  and  you'll  get  a  second 
standard  battery,  a  car 
cigarette  lighter  adapter 
and  a  leather  carrying 
case  absolutely  free. 


FREE  POCKET  TV 


fast,  and  you'll  also  get  a  free 
pocket  color  TV!  Supplies  are  limited 
so  call  today. 
Ask  for  the  POCKET  COMMANDER, 
the  latest  communication 
solution  from  Fujitsu. 

1-800-955-9926 


Fujfrsu 


The  global  computer  and  communications  company. 


*With  optional  slim  battery.  THE  COMMANDER®  is  a  registered  trademark  and  POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  America,  Inc. 
Promotion  expires  September  30  1991.  Pocket  TV  and  accessory  kit  available  while  supplies  last. 


"Dodge  DataLine,"  from  McGraw-Hill.  Anyone  who  sells  products  or 
services  in  the  $250  billion  U.S.  construction  marketplace  can  now  track 
hundreds  of  thousands  of  projects  nationwide,  electronically  selecting 
the  hottest  leads.  It's  not  a  dream.  It's  Dodge  DataLine. 


FOOTWEAR  I 


LA.  GEAR 

CALLS  IN  A  COBBLER 


Stanley  Gold  may  take  a  shot  at  resoling  the  once-hot  shoemaker 


R 


obert  Y.  Greenberg  has  always 
had  a  knack  for  selling.  First,  it 
.was  wigs.  Later,  it  was  roller 
skates  for  the  trendy  denizens  of  Venice 
Beach,  Calif.  Then,  by  1989,  he  had 
hawked  enough  sneakers  to  turn  tiny 
L.  A.  Gear  Inc.  into  the  nation's  No.  3 
athletic  shoemaker  in  just  four  years. 
Says  Josie  Esquivel,  an  analyst  at  Shear- 
son  Lehman  Brothers  Inc.:  "He's  the 
quintessential  salesman." 

Greenberg's    latest  sale 
might  be  the  most  crucial  of 
all.  A  deal  to  sell  $100  million 
in  new  L.  A.  Gear  convertible 
preferred  stock  is  due  to  close 
by  Sept.  13,  three  days  after 
shareholders  meet  to  vote  on 
it.  The  buyer:  Trefoil  Capital 
Investors  LP,  whose  chief, 
Stanley  Gold,  learned  how  to 
cure  ailing  companies  for  in- 
vestor Roy   Disney's  Sham- 
rock Holdings  Inc.  And  L.  A. 
Gear  is  ailing  now  that  sales 
of  its  once-hot  shoes  have 
cooled.  Analysts  estimate  the 
company's  losses  at  $4  million 
on  volume  of  some  $900  mil- 
lion for  its  fiscal  1991.  The 
stock,  which  soared  from  an 
initial  offering  price  of  2%  in 
1986  to  50  in  1990,  is 
now  limping  along  at 
11.  The  sneaker  maker 
has  technically  violat- 
ed   loan  covenants 
three   times,  prompt- 
ing its  banks  to  shrink 
credit  from  $360  mil- 
lion to  $200  million. 

Gold  could  still  back 
out,  as  he  did  last  No- 
vember on  a  deal  to 
buy  8296  of  Child 
World  Inc.  But  Tie- 
foil's  cigar-chomping 
boss  seems  eager  to 
take  over.  He  says: 
"I'd  like  to  see  the 


make  that  stake  pay  off.  A  few  years 
ago,  Greenberg  boasted  he  would  push 
L.  A.  Gear  past  Reebok  International 
Ltd.  and  Nike  Inc.  by  1991.  And  thanks 
to  hot-selling  spangled  and  fringed  shoes 
promoted  by  such  celebrities  as  Paula 
Abdul,  Michael  Jackson,  and  Kareem 
Abdul-Jabbar,  sales  shot  from  $11  mil- 
lion in  1985  to  $902  million  last  year. 
But  this  spectacular  marketing  sue- 
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company  better  focused,  with  tighter- 
run  operations."  The  deal  will  give  Tre- 
foil a  controlling  stake  '  hat's  convertible 
to  34%  of  the  common. 
The  big  question  is  i  w  Gold  will 


cess  was  also  an  enor- 
mous strain.  Says  Ke- 
vin J.  Ventrudo,  L.  A. 
Gear's  chief  financial 
officer:  "Everyone  has 
pushed  hard  to  keep 
the  systems  up  with 
the  growth."  Analysts 
and  investment  bank- 
ers say  the  company's 
internal  controls  got  out  of  hand.  A 
shareholders'  class-action  lawsuit  filed  in 
L".  S.  District  Court  in  Los  Angeles  calls 
those  controls  "chaotic  and  virtually 
nonexistent,"  Worse,  the  lawsuit  alleges 


Greenberg  and  his  staff  inflated  sales 
tens  of  millions  of  dollars  by  imprope 
counting  as  revenues  merchandise 
was  being  stored  in  L.  A.  Gear's  wai 
houses  and  docks,  or  by  shipping  goo 
to  customers  before  they  wanted  it. 

L.  A.  Gear  has  denied  all  allegatio 
and  filed  a  motion  to  dismiss  the 
But  its  accounting  has  also  raised  e; 
brows  at  the  Securities  &  Exchan 
Commission.  In  early  July,  the  compa: 
reported  a  $258,000  profit  for  the  seco 
quarter — enough  to  satisfy  bank  co 
nants  forbidding  another  loss.  But 
profit  included  future  royalty  inco 
and  future  credits  from  suppliers.  Und> 
pressure  from  the  SEC,  L.  A.  Gear  r 
vised  the  results  to  show  a  $4  millk 
loss.  Ventrudo  calls  the  company's  a 
counting  "defensible"  and  points  o 
that  both  items  were  explained  in  tl 
original  statement. 

Gold  may  change  L 
Gear's  bookkeeping,  but  fi 
ing  its  marketing  blonde 
will  be  trickier.  Greenberg  ii 
tially  created  a  clear-cut  ir 
age  with  brightly  colon 
shoes  and  sexy  ads  aim( 
squarely  at  teenage  girls.  B 
to  hit  his  $1  billion  sales  ta 
get,  Greenberg  tried  to  ch 
lenge  Nike  and  Reebok  direc 
ly  by  adding  a  line  of  men 
performance  shoes 
fouled  out.  It  was  too  muc 
too  fast.  The  foray  blurn 
L.  A.  Gear's  image.  Says  Jol 
Horan,  publisher  of  news 
ter  Sporting  Goods  Intel 
gence:  "If  Greenberg  had 
been  so  focused  on  doing 
billion,  he  might  still  be  on 
roll."  Then  came  bad  public] 
about  L.  A.  Gear  shoes  th 
fell  apart  on  the  court  wh 
worn  by  a  Marquette  Univ 
sity  basketball  player.  A 
L.  A.  Gear  lost  touch  with  t 
fickle  teen  crowd.  It  paid  1\ 
chael  Jackson  $20  million 
promote  a  line  of  black,  silv 


buckled  shoes,  but  they  bombed. 

To  unload  these  nonstarters,  L 
Gear  has  been  jettisoning  sneakers 
deep  discounts  since  late  last  year.  Mo 
of  the  shoes  are  gone  now,  the  compa 
says.  But  the  effort  has  squeezed  gro 
margins  this  year  to  25%,  down  fro 
37'  •  in  1990's  first  half.  And  new  orde 
in  the  second  quarter  were  down  27 
from  the  year  before. 

Those  numbers  won't  warm  the  hea 
of  Stanley  Gold,  who  likes  to  act  fa 
When  Shamrock  bought  Central  Soj 
Co.  in  1985,  Gold  stepped  in  as  preside) 
to  slash  overhead.  \\v  sold  out  in  1!)." 


78  BUSINESS  WEEK/SEPTEMBER  16,  199 


iii  19? 

MARKE 


OmaA  U^b  Lit 

1  / 


FOR  RESERVATIONS,  CALL  1-800-424-2900. 


Ware  -Mart  me  rawf, 
/lave  /rtadestxS?  a  /ness  tszsdMj 

-  ■•"        '  it  r 


Guest  Quarters 

SUITE  HOTELS 


FIRST-CLASS  SERVICE    WITH  THE  ROOM  TO  ENJOY  IT. 


WE 

AT  LEAST 


1 L  —  -  U"^L 

ANNERS 


1 


the  regular  1992  price 
with  this  special  pre- 
publication  discount  offer 
(VALID  UNTIL  AUGUST 
31st,  1991) 


Your  chance  to  claim 
a  leather  security  luggage 
tag  as  your  bonus 
when  you 
order  three  or  more  items. 


In  U.S. 

Credit  card  holders  may  call 


(in  Iowa  800-362-2860) 
Ask  Operator  18  for  Planners 
Dept.  BC3ED02 


cov 


Smart  executives  know  there's  no  better 
choice  of  business  gift  than  the  prestigious  - 
and  equally  smart!  -  BusinessWeek  planners. 
They  are  great  at  organizing  even  the  busiest 
working  schedule.  Featuring  a  full  January 
through  January  week-to-view  appointment 
calendar  and  1992  and  1993  monthly  planning 
sections.  Plus  90  pages  of  reference,  business 
planning  aids,  full  color  Atlas,  30  City  Profiles, 
1992  Trade  Shows  and  Conventions,  a  2-year 


Forward  Planner,  Financial  data  on  the 
world's  largest  banks  and  corporations  .  .  . 
and  more!  Bound  in  rich  bonded  leather 
(your  choice  of  black  or  burgundy)  with  gilt- 
edged  pages  and  silken  ribbon  markers,  and 
the  option  of  having  the  BusinessWeek  logo 
featured  on  the  front  cover  or  not. 
The  equally  elegant  matching  Pocket  PlanneV 
is  available  individually  or  as  part  of  the 
specially  matched  Set. 


CODE 

PRODUCT 

COLOR 

1-3 

4-24 

2S49 

50. 

QTY 

TOTAL  US« 

BWJill 

Planner  Set  Without  B/Wk  logo 

Black 

US$ 

38.25 

USS 

32.50 

US$ 
28.50 

USS 
27.25 

BW206 

Planner  Set  With  B/Wk  logo 

Black 

BW226 

Planner  Set  Without  B/Wk  logo 

Burgundy 

BW220 

Planner  Set  With  B/Wk  logo 

Burgundy 

BW207 

Desk  Planner  Without  B/Wk  logo 

Black 

28.00 

24.75 

23.00 

22.00 

BW201 

Desk  Planner  With  B/Wk  logo 

Black 

HV»J1>> 

Desk  Planner  Without  B/Wk  logo 

Burgundy 

HV.  J  1  1 

Desk  Planner  With  B/Wk  logo 

Burgundy 

BW204 

Pocket  Planner 

Black 

14.50 

11.45 

10.45 

9.35 

BW218 

Pocket  Planner 

Burgundy 

Gold  blocking  of  name  per  item 

4.50 

Handling/Packing  per  item 

1.95 

Prices  include  delivery  by  surface  mail 
but  do  not  Include  local  duties  or  taxes. 
Dispatch  commences  September. 

Name  (Mr/Mrs/Ms) 

U  K  Residents  add  VAT  at  Prevailing  rate 
N  J  Residents  add  7%  Sales  Tax 

TOTAL  USS 

Company 
Address 


State 


Tel  No: 


.City   

.Zip   

.Job  Title 


Full  name  to  be  blocked   

I    1  Payment  enclosed  (Check  payable  to  BusinessWeek  Planner') 

□  Bill  my  Company  (Purchase  Order  &  Company  letterhead  required) 

EH  Charge  to  O  AM  EX  CD  DINERS  D  MASTERCARD  [3  VISA 

Card  No  

Signature   

Exp  Date   /   /   


1  rj    /  need  more  information  on  larger  quantity  discounts  and 
'         customization  options  • 

'  Please  mail  to  BusinessWeek  Planners  at:  Uept  BC:!KD()2 

P.O.  Box  1597,  Fort  Lee,  NJ  07024,  USA.  Fax  201  461  9808.  or 

25  Castle  Street,  High  Wycombe,  Bucks ,  HP13  6RU,  England  Fax  44  494  465451  or 
Suite  C.  22nd  Floor.  10  Ka  Yip  Street.  Chaiwan,  Hong  Kong.  Fax  852  5589246. 


arketin 


for  a  $125  million  profit.  After  scoopii 
up  a  22%  stake  in  oil-driller  Enter 
Corp.  in  1985,  Gold  would  often  fly  in 
Houston  to  give  advice. 

At  L.  A.  Gear,  he's  likely  to  play 
similar  role.  Greenberg  is  expected 
stay,  but  it  will  be  Gold's  team  callii 
the  shots.  L.  A.  Gear  will  pay  Trefoi 
investment  manager,  Shamrock  Capit 
Advisors  Inc.,  $1.8  million  for  consultii 
services  over  the  next  three  years.  Go 
says  he'll  bring  in  a  chief  operating  of 
cer,  probably  to  oversee  marketing.  Tv 
weeks  after  Trefoil  agreed  to  inve: 
Sandy  Saemann,  Greenberg's  second- 
command,  departed.  A  flamboyant,  go 
chain-decked  manager,  Saemann  was  tl 
architect  of  the  company's  sexy  ad  cai 
paigns,  which  often  featured  scanti 
clad  models — and  earned  the  nicknan 
"L.  A.  Rear." 

furious  stores.  A  staunch  fan 
strong  brand  names.  Gold  figures  th 
the  L.  A.  Gear  label  has  enough  each 
left  to  sell  shoes  and  apparel  profitab 
to  young  women.  But  L.  A.  Gear's  nan 
is  apparently  a  liability  in  performan 
shoes.   Already,   the   company  h 


Challenging  Nike  and  Reebo 

with  a  line  of  men's 
performance  shoes  blurrec 
L.A.  Gear's  image 


dropped  the  L.  A.  Gear  logo  from 
new  $110  Catapult  sneaker  with  hig 
tech  carbon-fiber  soles.  "Taking  t\ 
L.  A.  Gear  logo  off  Catapult  was  a  vei 
smart  move,"  says  Steve  Hayden,  chai 
man  of  BBDO/LA,  an  ad  agency  th; 
briefly  handled  the  Catapult  before 
signing  the  account.  But  Hayden  warr 
that  building  credibility  in  the  perfo 
mance  market  will  still  take  years. 

(iold  will  also  have  to  heal  the  ri 
between  L.  A.  Gear  and  disenchanted  d< 
partment  stores  and  mass  merchant 
These  retailers  were  stung  when  L.  I 
Gear  dumped  heavily  discounted  shoe: 
elsewhere  and  undercut  their  price 
Gold  must  also  make  inroads  with  th 
sporting-goods  stores  that  sell  most 
the  high-price  performance  sneaker; 
These  stores  have  traditionally  shunne 
L.  A.  Gear  models  as  trendy  fashio 
shoes. 

Assuming  Greenberg  pulls  off  his  la 
est  big  sale,  Stanley  Gold  will  have  hi 
work  cut  out  for  him.  The  trick  will  be  t 
move  fast  enough  to  make  sure  the  con 
pany  doesn't  live  up  to  another  nam 
once  hurled  its  way:  "L.  A.  Disappear. 
By  Kathleen  Kerwin  in  Los  Angek 
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A  flight  delay  might  cost  trav- 
ellers a  few  hours.  A  product 
delay  can  cost  an  aerospace 
company  millions.  Ruining  its 
competitive  advantage.  Possi- 
bly the  business  itself. 

An  open  computing  solu- 
tion you  could  implement 
at  your  own  pace,  without 
disrupting  your  existing  pro- 
duction processes,  would  help 
eliminate  costly  delays. 
Digital's  Network  Applica- 
tion Support  (NAS)  Environ- 
ment for  Manufacturing  is  just 
such  a  solution. 

NAS  brings  true  open 
computing  to  aerospace  com- 
panies, by  integrating  the 
systems  already  in  place 
throughout  the  enterprise. 
Which  means  every  depart- 
ment, from  design  engineering 
to  the  shop  floor,  can  keep 
on  working  in  the  way  that's 
best  for  them.  And  for  your 


production  schedule. 

The  NAS  Environment 
helps  achieve  all  this  by  not 
only  uniting  different  com- 
puters, but  different  applica- 


tions as  well.  Giving  users  th 
power  to  access  data  whei 
ever  it  resides,  then  wor 
with  that  data  in  their  ow, 
applications. 
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S  unites  Digital  systems,  vendors. 

A®  and  HP™  machines,  It  lets  you  pick  the  solu- 


tions that  are  right  for  you, 
then  bring  them  on  line  as  you 
adopt  CALS  standards. 

It  gives  you  a  choice  of 
over  1,500  leading  software 
applications  already  written 
for  NAS.  More  than  you'll 
find  on  any  other  vendor's 
integration  platform,  and  the 
list  is  growing  daily. 

We've  already  used  NAS 
to  open  multi-vendor  man- 
ufacturing environments, 
th  roughout  the  aerospace  in- 
dustry. At  corporations  such 
as  Grumman  and  Lockheed. 

We  can  do  it  for  you, 
too.  Right  now.  No  matter 
what  your  industry.  To  find 
out  more,  call  1-800-343- 
4040,  ext.  726.  Or  write 
Digital  Equipment  Corpo- 
ration, 600  Nickerson 
Rd.,  Dept.  MET  1 -DD7, 
Marlboro, 
MA  01752. 
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CONSERVATION 

POWER 

IT  HAS  A  NEW  LOOK  THAT'S  IGNITING  AN  ENERGY  REVOLUTION 


ack  in  the  strident  year  of  1968, 
John  E.  Bryson  and  a  handful  of 
other  students  gathered  in  the  pa- 
per-strewn offices  of  The  Yale  Law  Jour- 
nal to  discuss  their  idea  for  a  legal  group 
dedicated  to  environmental  protection. 
That  notion  became  the  Natural  Re- 
sources Defense  Council,  now  one  of  the 
country's  most  potent  such  groups.  Some 
23  years  later,  Bryson  is  still  protecting 
the  environment,  but  from  a  very  differ- 
ent perspective:  as  chairman  of  Southern 
California  Edison  Co.,  one  of  the  nation's 
largest  electric  utilities. 

From  his  office  in  Rosemead,  just  east 
of  Los  Angeles,  Bryson  looks  out  over  a 
sprawl  of  tract  homes  and  highways.  So- 
Cal  Edison  thinks  it  will  need  6,400  more 
megawatts  of  power  by  2010  to  keep  all 
this  humming,  and  Bryson  plans  to  up- 
grade some  old  plants  and  buy  a  bit  of  en- 
ergy from  independent  solar  and  geother- 
mal  producers.  But  4,400  megawatts,  or 
69%  of  the  new  demand,  will  be  met 
through  conservation — freeing  up  elec- 
tricity that  now  is  used  inefficiently. 
Twenty  years  ago,  Bryson  says,  "we 
would  have  relied  exclusively  on  new  pow- 
er plants." 

trendsetters.  Weaving  what  were  anti- 
Establishment  notions  into  everyday  life, 
pioneers  such  as  Bryson  are  igniting  an 
energy  revolution  in  the  U.  S.  This  year 

alone,  some  200  utilities  will  pour  

$2  billion  into  1,300  conservation 
programs.  By  the  year  2000,  these 
should  "meet"  demand  for  24,000 
megawatts,  says  the  Edison  Elec- 
tric Institute  (EED,  an  industry 
group.  That's  24  big  power  plants' 
worth  of  electricity,  or  about  7% 
of  current  peak  demand.  And 
that's  just  the  start. 

By  1993,  tough  new  national  standards 
will  require  that  many  refrigerators  gulp 
20%  to  40%  less  energy.  Two  years  later, 
similar  rules  will  apply  to  washers,  dry- 
ers, and  other  appliances.  In  the  mean- 
time, builders  are  using  simple  but  impor- 


tant technologies  to  design  homes  that 
can  be  heated  for  $1  a  day — and  commer- 
cial buildings  that  take  50%  less  energy  to 
light,  heat,  and  cool.  And  a  handful  of 
trendsetting  states  have  hatched  plans  to 
dampen  gasoline  consumption.  They'll  do 
it  with  incentives,  penalties,  and  blue- 
prints for  development  that  focus  more  on 
mass  transit,  car  pools,  and  walking. 

In  fact,  while  Washington  fiddles  over  a 
national  energy  strategy,  these  eclectic 
approaches  are  evolving  into  a  de  facto 
energy  diet  for  America.  Conventional 


wisdom  once  held  that  all  the  easy 
ciencies  were  realized  in  the  wake  of 
1973  Arab  oil  embargo:  In  the  subseqi^w»i 
13  years,  higher  mileage  standards 
other  measures  slashed  energy  inte 
ty — the  amount  of  energy  used  to  gei  i  ail 
ate  $1  of  gross  national  product — by  5  - 
and  cut  $160  billion  a  year  from  the  co  j 
try's  fuel  bill. 

It's  true  these  gains  have  leveled 
since  the  1986  oil-price  crash.  Cheap  ei 
gy  short-circuited  the  drive  to  use 
(chart,  page  90).  And  conservation  wi 


A  tide  of  innovation  is  sweeping  over  every 
major  sector  of  energy  use.  Here  is  what 
might  be  achieved  with  existing  technologies 
in  six  areas  that  account  for  nearly  half  of 
America's  energy  demand 


AIRPLANES 


LIGHTWEIGHT  MATERIALS,  MORE  EFFICIENT  ENGINES, 
IMPROVED  AERODYNAMICS,  BETTER  ROUTE  PLANNING 


1990  CONSUMPTION 

QUADRILLION  BTUs 


POTENTIAL  SAVINGS 
ENERGY         <0,  (MILLIONS  Of  IONS) 


2.1      30-50%  38-52 


ELECTRIC  MOTORS 


ADJUSTABLE-SPEED  DRIVES,  IMPROVED 
MOTOR  DESIGNS 

1990  CONSUMPTION  POTENTIAL  SAVING 

QUADRILLION  BTUs  ENERGY  CO,  (MtLLIO 


CARS  &  LIGHT  TRUCKS 


ELECTRONIC  AUTOMATIC  TRANSMISSIONS, 
LIGHTWEIGHT  MATERIALS,  LOWER-RESISTANCE  TIRES 


6.6    27-42%  162 


1990  CONSUMPTION 

QUADRILLION  BIUs 


POTENTIAL  SAVINGS 
ENERGY  CO,  (MILLIONS  OF  TONS) 


12.8    18-36%  158-268 
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a  somewhat  impeded  as  long  as  Con- 
is  procrastinates  on  energy  policy  and 
White  House,  no  doubt  heeding 
pped  auto  makers,  opposes  measures 
i  as  higher  mileage  standards, 
ut  already,  such  setbacks  look  only 
porary.  "There's  such  a  technological 
dution  in  the  pieces  of  energy  efficien- 
md  how  you  put  them  together  that 
can  save  twice  as  much  electricity  at  a 
i  the  cost  of  five  years  ago,"  says 
:>ry  B.  Lovins,  an  early  proponent  of 
concept  (page  92).  No  doubt  about  it, 
?  Hal  Harvey,  executive  director  of 
Energy  Foundation  in  San  Francisco, 
Miprofit  group  launched  this  year  by 
>ral  leading  foundations  to  promote 
-gy  efficiency.  "We  have  the  where- 
lal  in  the  next  decade  to  duplicate  the 
inces  we  made  between  1973  and 
>."  The  benefits  are  plain:  lower  ener- 
>ills,  less  pollution,  less  reliance  on  im- 
,ed  fuels. 

sawatts.'  Several  forces  are  converg- 
to  make  all  this  happen.  For  example, 
)  Clean  Air  Act  amendments  that  pe- 
ze  sulfur-dioxide  emissions  will  raise 
ty  energy  costs — and  create  an  incen- 
to  conserve.  For  U.  S.  industry,  tough 
is  plus  international  competition  are 
:ing  efficiency  not  only  economically 
ile  but  essential.  And  conservation  is 


LIGHTING 


becoming  a  frontline  defense  against 
global  warming,  since  burning  fossil  fuels 
creates  carbon  dioxide  and  other  green- 
house gases.  In  April,  a  National  Acade- 
my of  Sciences  report  concluded  that  if 
the  U.  S.  boosted  efficiency  in  buildings, 
vehicles,  and  industry  as  much  as  current 
technology  per- 
mits, the  coun- 
try's greenhouse 
emissions  could  be 
cut  by  22%  at  little 
or  no  net  cost.  It's 
the  right  thing  to 
do,  since  the  U.  S. 
burns  30%  of  the 
world's  fossil  fuel. 

Efficiency  does 
not  necessarily 
mean  using  less 
of  everything.  It  may  mean  using  more 
electricity  and  less  fossil  fuel,  or  vice 
versa,  depending  on  which  does  the  job 
at  hand  most  cheaply  and  with  the  least 
pollution.  In  the  near  term,  however,  the 
biggest  economies  will  come  largely  from 
demand-side  management — persuading  or 
requiring  energy  consumers  to  waste  less, 
though  often  they  will  not  be  aware  that 
they're  doing  so.  Utilities  in  particular 
are  pursuing  this  idea,  thanks  mainly  to 
regulatory  changes.  Logically  enough,  the 
way  to  boost  utility  profits  has  always 
been  to  build  more  plants,  then  get  cus- 
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tomers  to  use  more  power.  But  as  new- 
plant  costs  went  into  orbit  and  as  envi- 
ronmental challenges  mounted,  adding  ca- 
pacity became  a  much  riskier  proposition. 
Conservation  was  a  way  out — except  that 
reducing  electricity  demand  usually  cut 
utility  profits.  That  is,  until  1989. 

That  summer, 
the  National  Asso- 
ciation of  Regula- 
tory Utility  Com- 
missioners urged 
its  members  to 
find  the  cheapest 
power  possible. 
No  mystery  there: 
Experts  say  it 
costs  a  nickel  or 
less  per  kilowatt 
hour  to  implement 
conservation  programs,  half  the  price  of 
juice  from  a  new  plant.  So,  state  commis- 
sions have  started  to  let  utilities  earn  a  re- 
turn on  their  investments  in  programs — 
such  as  energy  audits  and  rebates  on  en- 
ergy-saving gadgets — that  round  up 
"nega watts,"  or  conserved  power.  "That 
gave  us  a  business  opportunity  for  doing 
what  previously  was  a  social  good  deed," 
says  John  W.  Rowe,  president  of  New  En- 
gland Electric  System.  Last  year,  his  com- 
pany earned  $8.3  million,  a  12%  return,  on 
conservation  programs. 

So  far,  19  states  have  switched  to  this 
approach,  says  Oakland  (Calif.)  consul- 
tants Barakat  &  Chamberlin  Inc.,  and 
more  will  soon.  On  top  of  the  efficiencies 
already  planned,  18%  to  38%  could  be  cut 
from  electricity  demand  projected  for  the 
year  2000,  says  the  utility  industry's  re- 
search arm,  the  Electric  Power  Research 
Institute  (EPRI)  in  Palo  Alto,  Calif.  And 
that's  with  existing  technologies. 
simple  TECH.  Among  the  gluttons  taking 
the  slim-down  treatment  are  residential 
and  commercial  buildings,  which 
scarf  up  36%  of  U.  S.  energy.  A  re- 
cent Lawrence  Berkeley  Laboratory 
study  calculates  that  energy  efficien- 
cy in  buildings  can  be  doubled  in  the 
next  20  years.  Gregg  D.  Ander,  chief 
architect  at  SoCal  Edison,  has  seen  a 
"complete  turnaround"  in  the  atti- 
tude of  architects,  builders,  and  inte- 
rior designers  in  favor  of  energy  efficien- 
cy (page  91).  "And  now,"  he  adds,  "clients 
are  demanding  it." 

A  case  in  point  is  the  new  headquarters 
of  the  National  Audubon  Society.  Scaf- 
folding outside  the  eight-story  Schermer- 
horn  building  on  New  York's  bustling 
Broadway  is  the  giveaway  that  the  100- 
year-old  landmark  is  getting  a  $14  million 
face-lift.  But  it  doesn't  reveal  the  whole 
story.  After  the  renovation,  the  building 
will  use  68%  less  energy  than  called  for  by 
code  and  save  its  owners  $100,000  a  year 
in  energy  costs — all  without  any  earth- 
shaking  technologies.  "It's  the  interaction 
of  simple  decisions  that  leads  to  dramatic 
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gains,"  says  architect  Randall  L.  Croxton, 
of  Croxton  Collaborative  in  New  York. 

Fluorescent  lights,  hung  in  special  con- 
figurations, minimize  lighting:  The  build- 
ing will  use  less  than  0.57  watts  pet- 
square  foot,  757  below  the  2.2  watts 
called  efficient  by  New  York  State  code, 
but  still  plenty  of  light  to  work  by.  Fewer- 
watts  generate  less  heat,  mak- 
ing possible  a  smaller,  less  en- 
ergy-guzzling air-conditioning 
system.  New  insulation  in  the 
walls  and  roof,  plus  the  latest 
in  double-pane  windows,  will 
keep  heat  in  during  winter 
and  out  in  summer.  And  it  will 
all  pay  for  itself  in  five  years. 

More  efficiency  is  being 
wrung,  as  well,  from  the  stuff 
that  goes  inside  buildings.  The 
latest  desktop  computers  con- 
sume y6  the  energy  of  the 
minicomputers  they  are  re- 
placing. New  inkjet  printers 
use  '/12  the  standby  power  of 
laser  printers.  And  new  elec- 
tric motors  in  everything  from 
appliances  to  industrial  tur- 
bines have  electronic  adjust- 
able speed  drives  (ASDs),  vs. 
the  one-  or  two-speed  settings 
on  conventional  motors.  That 
way,  they  draw  only  the  juice 
needed  for  the  task.  Arnold 
Fickett,  vice-president  for 
EPRl's  customer-systems  divi- 
sion, says  ASDs  eventually  can 
save  10%  of  the  electricity  the 
U.  S.  uses  today. 
nice  paybacks.  Such  news  is 
an  eye-opener  for  Industrial 
America,  which  burns  377  of 
the  country's  energy.  Last 
year,  Wisconsin  Electric  Pow- 
er <  !o.  put  up  half  the  $1.5  mil- 
lion extra  cost  of  a  more  effi- 
cient melting  system  for 
Milwaukee  steelmaker  Char- 
ter Manufacturing  Co.  The 
move  will  cut  Charter's  costs 
by  $10  a  ton,  save  60  million 
kilowatt  hours  over  10  years, 
and  let  the  utility  avoid  $2  mil- 
lion in  system  costs.  And  the 
power  company  earned  an 
11.27  return  on  its  rebate. 

Such  stories  are  becoming 
gospel.  By  investing  $3  million 
in  new  motors,  lighting,  and 
other  improvements,  Kraft  General  Foods 
Group  in  Framingham,  Mass.,  will  cut  the 
electricity  cost  in  a  gallon  of  ice  cream 
from  7.5<t  to  2<t  Bank  of  America  is  an  ear- 
ly beneficiary  of  Pacific  Gas  &  Electric 
Co.'s  conservation  drive,  which  Chairman 
Richard  A.  Clarke  says  will  meet  757  of 
PG&E's  new  demand  in  the  decade  ahead. 
The  bank  got  a  $235,000  PG&E  rebate  on 


the  $1.1  million  retrofit  of  its  San  Francis- 
co headquarters  and  is  saving  $400,000  an- 
nually on  its  energy  bill — a  26-month  pay- 
back on  the  project.  In  this  year's  first 
quarter,  New  England  Electric  System 
got  proposals  for  $125  million  worth  of 
projects — $40  million  more  than  NEES  had 
planned — after  it  offered  to  pay  business- 


TOMORROW'S  OFFICE,  TODAY'S 
ENERGY-SAVING  TECHNOLOGY 

A  highly  efficient  cooling  and  heating  system  plus  a  few  relatively 
simple  changes  can  cut  energy-guzzling  in  offices  50%  and  more 


1  Double-paned  aluminum  windows  with  insulating  films 

2  High-performance  insulation:  Wall  and  glazed  window  area 
combined  equal  R-l  1 ;  ceiling  equals  R-30 

3  Controls  for  heating  in  each  room 

4  Adjustable  lighting  in  work  areas 

5  Hanging  fluorescent  lamps  with  only  one  tube 

6  Light-colored  walls  and  finishes  to  diffuse  light 

7  Controls  for  air  flow  in  each  window  office 

8  Switches  that  shut  off  lights  when  a  room  is  empty 

DATA:  CROXTON  COLLABORATIVE 


es  up  to  1007^  of  the  cost  of  more  efficient 
equipment.  Overwhelmed,  the  utility  froze 
its  program. 

If  it  works  with  electricity,  why  not 
with  fossil  fuels?  Nearly  257  of  Ameri- 
ca's energy  is  used  by  planes,  trains, 
trucks,  boats,  and  automobiles,  and  they 
are  the  next — and  toughest — challenge. 
In  some  cases,  technology  already  has 
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paid  big  rebates.  Thanks  to  imprcB 
aerodynamics,  lighter  materials,  and  et 
ter  engines,  each  new  generation  of  cjn 
mercial  jet  has  been  157~  more  fuel 
cient.  Boeing  Co.'s  new  777  will  get 
passenger  miles — that's  100  flyers  mc 
one  mile — per  gallon  of  jet  fuel.  Th 
nearly  twice  the  55  passenger  mpg 
original  707  got  33  years  a 
But  the  big  focus  is  on  c 
The  180  million  vehicles 
U.  S.  roads  account  for  40 
the  country's  oil  habit  and 
duce  207  of  its  carbon  dio? 
Dogged  by  federal  mileage 
quirements,  carmakers  1 
cut  weight,  improved  engi 
adopted  sleeker  designs 
doubled  efficiency  since  1 
They  aren't  through  yet. 
fall,  Honda  Motor  Co.  wil 
troduce  a  "lean-burn"  en 
in  its  Civic  subcompact 
will  get  55  mpg  on  the  h 
way.  And  improvements  s 
as  better  spark  plugs 
lighter  materials  will  cut 
appetite  of  vehicles  of  e\  ■ 
dimension  (box). 

Still,  iite  cars  are  a  h 
sell,  at  least  when  gasolin 
cheap.  That's  where  dem 
side  management  comes 
No  automobile  version  of 
state  utility  commission  ex 
to  force  changes.  But  ther 
last  year's  Clean  Air 
which  set  strict  ozone  and 
bon-monoxide  limits  for  ci 
seeking    federal  highv 
funds.  Now,  some  state 
local  officials  think  the  1 
way  to  comply  is  to  am 
driving  habits. 
•feebate.  This  effort  sti 
from  the  perspective 
transportation  is  heavily 
sidized.  Roads  are  usu 
free,  as  is  much  parking, 
gasoline  prices  don't  ref 
the  full  environmental  cost 
the  fuel.  Demand-side 
agement  aims  to  offset  th 
subsidies,  and  in  some  ar 
it's  being  done  by  law.  Le 
lation  passed  last  May 
Washington  state  requi 
that  major  employers  in 
eight  most  populous  couni 
cut  their  number  of  solo  rush-hour  voy 
ers  by  357  by  1999.  They  can  do  anyth 
from  offering  mass-transit  subsidies 
charging  for  parking.  But  companies  w 
100  or  more  employees  must  draw  u) 
plan  or  face  possible  civil  penalties 

California  legislators  took  a  stab  1 
year  at  a  novel  "feebate"  program 
would  have  charged  a  fee  for  new  e 
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an  Harold  Brunvand,  an  urban 
folklore  expert  at  the  University  of 
Utah,  still  laughs  about  "the  eco- 
mical  carburetor  story."  It  was  the 
rportedly  true  tale  of  a  young  man 
lose  first  new  car  went  200  miles  or 
before  the  gas  gauge  budged.  Back 
the  dealer,  he  was  told  that  a  secret 
st  engine  had  mistakenly  been  placed 
the  car.  For  his  silence,  he  was 
omised  a  new  model  every  year  for 
s.  He  never  saw  that  first  car  again. 
More  than  a  decade  after  this  apoc- 
phal  tale  appeared,  suspicions  linger 
at  the  Big  Three  don't  want  to  be 
thered  with  more  efficient  cars.  It's 
fair  bet,  though,  that  concern  over 
llution,  global  warming,  and  import- 
oil  eventually  will  force  up  the  27.5- 
les-per-gallon  average  required  of 
to  fleets  in  the  U.  S.  And  carmakers 
e  world  over  are  starting  to  respond. 
an  machines.  Cars  that  get  super- 
?h  mileage  aren't  science  fiction.  By 
85,  several  companies,  mainly  Euro- 
an,  had  built  prototypes  that  eclipsed 
mpg — 12  notches  above  today's 
leage  king,  the  Geo  Metro  made  by 
izuki  Motor  Co.  A  few  even  hit  100 
og,  says  Deborah  L.  Bleviss,  execu- 
'e  director  of  the  International  Insti- 
te  for  Energy  Conservation  in  Wash- 
?ton  and  author  of  a  book  on  auto 
;hnology.  But  the  lightweight  wun- 
rfleet  never  came  to  market,  since 
•  U.  S.  standards  it  lacked  power, 
fety,  and  appeal — especially  when 
el  prices  crashed. 

These  drawbacks  are  what  carmak- 
s  and  their 


tors  Corp.  each  announced  plans  to  put 
"lean-burn"  engines  in  a  new  model 
this  fall.  These  run  at  a  superhigh  ratio 
of  air  to  fuel  that  the  companies  claim 
preserves  performance  and  raises  mile- 
age by  10%  to  20%.  Two-stroke  engines 
now  under  development  might  produce 
the  same  gain,  though  both  engines 
have  nagging  emissions  problems  that 
remain  to  be  solved. 

Other  systems  on  the  horizon  raise 
efficiency  by  varying  the  timing  and 
the  lift  of  engine 
valves.  Better  aero- 
dynamics and  lower 
rolling  resistance  in 
tires  hold  further 
payoffs.  And  the 
University  of  Texas 
at  Austin  is  perfect- 
ing the  railplug,  a 
new  spark  plug. 
Based  on  a  Star 
Wars  antimissile 
gun,  it  shoots  elec- 
trical pulses  down 
two  tiny  parallel 
tracks    and  im- 


prospect,  Nissan,  Isuzu  Motors  Ltd., 
and  a  welter  of  materials  companies 
are  plunging  into  aluminum  production 
or  parts-making  ventures. 

Although  aluminum  is  half  steel's 
weight,  it  does  bring  trade-offs.  The 
metal  is  more  prone  to  denting,  even 
with  stronger  alloys.  And  refining  it 
takes  10  times  as  much  electricity  as 
steel.  Since  Australia,  one  big  alumi- 
num supplier  to  Japan,  generates  pow- 
er by  burning  coal,  a  jump  in  alumi- 


HONDA'S  ALUMINUM  NSX:  AN  AVERAGE  OF  24  MILES  PER  GALLON 


itics  focus  on 
iw.  U.  S.  pro- 
icers  argue 
at  the  easy, 
ie  fixes  are 
— and  that 
uch  higher 
ileage  means 
uch  smaller 
rs.  This-  isn't 
>,  counters  the 
inter  for  Auto 
ifety,  an  in- 
istry  gadfly.  In  an  April  report  co- 
ithored  by  MCR  Technology  Inc.,  a 
ilifornia  consulting  firm,  it  contends 
at  with  lighter,  high-strength  steels 
id  such  options  as  five-speed  auto- 
atic  transmissions,  the  average  U.  S. 
.r  could  get  40  to  45  mpg  in  a  decade, 
ithout  sacrificing  safety  or  size. 
While  that  remains  to  be  seen,  ad- 
inces  keep  on  coming.  In  late  July, 
onda  Motor  Co.  and  Mitsubishi  Mo- 


A  RAILPLUG  (TOP):  30%  FUEL  SAVINGS? 


proves  ignition  by  emitting  a  plasma 
arc,  rather  than  a  spark,  into  the  com- 
bustion chamber.  Backers  say  the  de- 
vice, due  on  the  market  by  1995,  could 
help  boost  engine  efficiency  by  30%. 

The  other  part  of  the  battle  is 
weight.  A  year  ago,  Honda  was  first  to 
mass-produce  an  all-aluminum  model, 
the  270-horsepower  NSX.  Even  with  its 
compact  and  powerful  engine,  the 
$61,000  sports  car  gets  a  combined  24 
mpg— 13%  bet- 
ter, Honda  says, 
than  it  would  if 
made  of  steel. 
Says  Hiroh  Wa- 
tanabe,  Honda 
managing  direc- 
tor for  research 
and  develop- 
ment: "No  oth- 
er single  fac- 
tor could  pro- 
duce such  an 
increase." 


Other  Japanese  companies  are  hot 
on  Honda's  heels.  Japan's  Ministry  of 
International  Trade  &  Industry  expects 
11%  annual  growth  in  aluminum  de- 
mand through  1995,  mainly  from  auto 
makers.  By  the  year  2000,  the  average 
weight  of  Japanese  cars  could  tumble 
35%,  to  1,870  pounds,  says  one  produc- 
er. Aluminum  will  soar  from  about  5% 
of  total  weight  now  to  35%.  Steel  will 
shrink  from  60%  to  30%.  Driven  by  this 


num  demand  could  counter  the 
emissions  benefits  if  Congress  raises 
U.  S.  mileage  standards.  "If  these  laws 
were  passed,  Japan's  rush  to  comply 
would  create  whole  new  problems," 
frets  Kosuke  Nakamura,  senior  econo- 
mist at  the  Industrial  Bank  of  Japan 
Ltd. 

A  new  mold.  That's  one  reason  U.  S. 
carmakers  are  eyeing  plastics.  At  2,312 
pounds,  General  Motors  Corp.'s  Sat- 
urn, with  injection-molded  plastic  side 
panels,  is  the  lightest  car  of  its  size.  A 
Big  Three  consortium  is  designing  an 
entire  front  end  from  composites,  a 
move  that  could  cut  the  weight  of 
structural  components  by  35%.  Plastics 
are  even  showing  up  under  the  hood  as 
valve  covers  and  oil  pans.  There  are 
problems:  Plastics  can  run  $2  a  pound, 
vs.  30$  for  steel,  and  they're  harder  to 
recycle  than  aluminum  or  steel.  But 
Detroit  thinks  it  can  solve  the  recycling 
question.  And  since  plastics  are  easier 
to  mold,  assembly-line  savings  could 
offset  materials  costs. 

While  Detroit  wrestles  with  such 
matters,  visionaries  are  looking  toward 
cars  fueled  by  electricity,  natural  gas, 
or  even  hydrogen.  That  would  be  a 
radical  shift  for  most  carmakers.  And 
a  strong  incentive  to  prove,  at  last,  just 
how  far  a  gallon  of  gas  can  stretch. 

By  Neil  Gross  in  Tokyo,  with  David 
Woodruff  in  Detroit  and  Robert  Buderi 
in  New  York 
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with  high  emissions  and 
given  rebates  for  low-pol- 
luting models.  Since  high- 
er-mileage cars  tend  to 
pollute  less,  the  measure 
also  would  have  encour- 
aged conservation.  It  died 
when  former  Governor 
George  Deukmejian  would 
not  sign  it.  But  the  mea- 
sure has  been  reintro- 
duced. It's  just  one  of  a 
growing  number  of  mar- 
ket-based suggestions  for 
reducing  pollution  and 
saving  energy.  For  in- 
stance, Lodwrick  M.  Cook, 
chairman  of  Atlantic  Rich- 
field Co.,  would  set  a  tem- 
porary 3<t-per-gallon  gas 
tax,  then  use  the  money  to 
buy  pre-1976  models  at 
$1,300  apiece.  "We  could 
get  rid  of  them  in  five 
years,"  says  Cook — and 
just  as  quickly  raise  U.  S. 
auto  mileage  by  an  aver- 
age 5  mpg  as  owners  of 
the  clunkers  bought  high- 
er-mileage cars. 

If  autos  are  a  target, 
highways  are,  too.  In  re- 
sponse to  a  Sierra  Club  Le- 
gal Defense  Fund  (SCLDF) 
lawsuit,  a  federal  district 
court  in  1989  ordered  San  Francisco  Bay 
Area  highway  planners  to  adopt  a  com- 
puter model  that  calculates  the  long-term 
impact  of  adding  roads.  The  SCLDF  con- 
tends that  while  new  roads  can  cut  pollu- 
tion by  easing  bottlenecks,  in  the  long 
run,  they  encourage  driving  and  worsen 
air  quality.  In  March,  the  court  approved 
a  model  that  projects  hydrocarbon,  carbon 
monoxide,  and  other  emissions  effects  of 
highway  projects.  The  Bay  Area's  $6.5  bil- 
lion plan,  with  42  major  projects,  passed 
muster:  The  model  showed  it  would  do 
more  good  than  harm.  Still,  by  forcing  a 
new  set  of  calculations  on  road  builders, 
the  case  could  set  a  countrywide  prece- 
dent, says  Michael  D.  Meyer,  director  of 
Georgia  Institute  of  Technology's  Trans- 
portation Research  &  Education 
Center. 

Already,  in  fact,  last  year's  clean 
air  amendments  are  breathing  new 
life  into  efforts  to  better  use  existing 
roads.  One  of  the  most  popular  is 
high-occupancy-vehicle  (HOV)  lanes, 
reserved  for  cars  with  two  or  more 
riders.  The  idea  is  decades  old,  but  it 
wasn't  until  the  late  1980s,  as  air 
quality  fell  and  congestion  mounted, 
that  it  hit  the  streets  in  a  big  way. 
Now,  the  U.  S.  has  340  miles  of  HOV 
lanes  in  20  urban  areas — with  510 
more  miles  planned  this  decade,  says 
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the  Texas  Transportation  Institute  (TTI)  at 
Texas  A&M  University.  Such  lanes  pro- 
duce big  benefits,  judging  from  the  45- 
mile  network  that  eases  Houston's  crawl- 
ing, choking  rush-hour  crush.  The  TTI 
found  that  a  new  HOV  lane,  which  can  be 
reversed  with  the  flow  of  rush-hour  traf- 
fic, saved  6,200  gallons  of  gasoline  and 
13,420  pounds  of  carbon  monoxide  a  day, 
vs.  adding  a  lane  in  each  direction.  But  the 
Houston  system  offers  drivers  few  extra 
incentives,  and  in  that  sense  is  dated. 

In  March,  by  contrast,  Seattle  area  gov- 
ernments adopted  a  plan  to  enlarge  the  re- 
gion's 51-mile  HOV  network  to  273  miles 
by  the  year  2000.  To  nudge  drivers  to  use 
it,  Seattle  will  offer  preferential  parking, 
special  on-and-off-ramp  lanes,  and  an  HOV 
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network  on  city  strel 
This  system  will  pla; 
crucial  role  in  Vision  2t 
a  30-year  growth  plan 
veiled  in  January  by 
governments  in  grea 
Seattle.  Nearly  half 
new  development  will 
concentrated  in  15  m; 
centers.  But  instead  o 
warren  of  high-rise  ap 
ments,  the  plan  calls 
closely  spaced  homes 
near  mass-transit  no 
and  neighborhood  store 
so  people  can  get  aroi 
without  driving. 

GRAND  SCHEME.  The  p 

ect,  which  builds  on  oth 
in    California,  Flori 
Georgia,  Minnesota. 
Oregon,  also  entails  a  r 
id-transit  network 
miles  of  car-pool  lar  | 
and  a  web  of  ferry 
vices.  Backers  say  t 
grand  scheme  is  necess  m 
if  the  region,  which 
pects  to  add  1.5  mil; 
people  to  its  current 
million  by  2010,  is  to  av 
becoming  a  quagmire 
pollution  and  congesti 
"If  we  do  it  the  low-d 
sity  way,  the  only  way 
move  people  is  by  automobile,"  says  R  § 
aid  D.  McCready,  director  of  Transpoi  sto 
tion  &  Regional  Planning  for  the  Pu 
Sound  Council  of  Governments 

Such  ideas  are  not  without  critics.  So 
complain  that  those  who  benefit  m 
from  demand-side  management  don't  r 
their  fair  share.  On  Cape  Cod,  Mass., 
instance,  residential  customers  of  C<  1 
monwealth  Electric  Co.  are  paying  an 
erage  of  $5,  or  8%  to  10%  more,  on  th 
monthly  bill  to  help  pay  for  conservat 
programs  that  mainly  benefit  business 
A  consumer  group  called  IRATE  has  for<  | 
regulators  to  reexamine  the  process 

Perhaps  the  most  vocal  opponent 
utility  programs  is  John  Anderson,  w  | 
heads  the  Washington  (D.  C.)-based  El 
tricity  Consumers  Resource  Coun 
an  association  of  large  industr 
customers.  Anderson  says  farsig 
ed  companies  that  already  are  en 
gy  efficient  end  up  paying,  throu 
electricity  rates,  to  help  competitc 
catch  up.  And  because  utilities  oft 
use  a  generic  approach  instead  of 
loring  programs  to  a  given  site, 
notes,  "some  programs  are  comi 
in  at  25%  to  30%  of  the  claimed  bei 
fits."  Such  figures  prompt  soi 
economists,  such  as  Alfred  E.  Ka 
of  Cornell  University,  to  warn  tl 
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iservation  may  "subsidize  investments 
.  are  not  efficient." 
'hile  that  may  be,  it  doesn't  change 
fact,  says  John  P.  Holdren,  profes- 
i  of  energy  and  resources  at  the  Univer- 
of  California  at  Berkeley:  "Energy 
ciency  is  the  cleanest,  cheapest, 
ea;  est  way  to  improve  the  energy  pic- 
"  Others  argue  that  since  oil,  natural 
and  coal  get  various  subsidies,  effi- 


ciency should,  too.  That  way,  a  conserva- 
tion project  with  a  five-year  payoff  can 
compete  at  budget-setting  time.  "Incen- 
tives are  critical  to  help  make  what  are 
marginal  investments  for  companies 
worthwhile,"  says  George  W.  Sarney, 
vice-president  for  energy  services  of 
Raytheon  Co. 

This  is  where  Washington  could  set  the 
tone.  "We  need  a  comprehensive  package 


of  carrots  and  some  sticks  backed  up  by 
information  and  education,"  declares 
Howard  S.  Geller,  executive  director  of 
the  American  Council  for  an  Energy-Effi- 
cient Economy,  a  nonprofit  advocacy 
group  in  Washington,  D.  C.  One  speck  of 
his  wish  has  been  granted.  In  January, 
the  Environmental  Protection  Agency 
launched  Green  Lights,  a  $1.5  million 
drive  to  get  business  to  use  more  efficient 


HOME  IS  WHERE  THE  SAVIHGS  ARE 


■rom  the  outside,  the  two-year-old 
■  home  of  Joyce  and  J.  Brent  Har- 
less  looks  typical  of  Hawthorn 
>ods,  a  suburb  of  Chicago.  But  in- 
e,  there's  a  big  difference.  Last  win- 
■,  the  Harlesses  paid  $200— total — to 
it  their  2,400-square-foot  house  for 

months,  less  than  half  of  what  their 
ighbors  with  similar  dwellings 
•ked  over.  And  says  Brent,  who 
ns  a  home-inspection  company,  "we 
t  our  energy  efficiency  without  pay- 
t  more  for  the  house." 
Driven  by  utility  incentives  and  new 
utruction  codes,  builders 
i  embracing  energy  efficien- 

For  instance,  Southern  Cali- 
•nia  Edison  Co.'s  two-year- 
1  Welcome  Home  program 
!ers  contractors  rebates  of 

to  $15  per  square  foot.  All 
;y  have  to  do  is  exceed  state 
srgy-efficiency  standards  by 
Vo  to  30%  for  such  things  as 
atirg  and  cooling  systems 
d  the  "thermal  envelope," 
lich  includes  a  building's  in- 
lation  and  windows.  The  pro- 
am  now  covers  about  25%  of 
w-home  construction  in  Los 
igeles,  and  the  utility  hopes 
raise  that  to  50%  next  year. 

just  may.  John  Laing 
>mes,  whose  $120,000  to 
00,000  tract  houses  are 
ned  at  first-time  owners,  is 
eing  "a  real  positive  re- 
onse"  from  buyers,  says 
ggy  M.  Block,  its  marketing 
)rdinator. 


furnace  at  all.  A  system  of  metal  coils 
similar  to  a  car  radiator  sits  at  the 
origination  point  for  the  heating  sys- 
tem's duct  work.  Water  from  the  hot- 
water  heater  courses  through  these 
coils,  and  air  blown  over  them  heats 
the  house. 

GAS  glass.  On  a  square-foot  basis,  Bi- 
gelow  says,  its  low-cal  approach  cuts 
heating  bills  by  up  to  80%.  To  prove 
the  point,  Bigelow  gives  a  three-year 
guarantee:  If  a  2,500-square-foot,  sin- 
gle-family home  costs  more  than  $200  a 
winter  to  heat  in  chilly  Chicago,  the 


THE  HARLESSES:  THEIR  NEIGHBORS  PAY  TWICE  AS  MUCH  FOR  HEAT 


One  of  the  most  efficiency-minded 
atractors  around  is  Bigelow  Group 
z.,  the  Harlesses'  builder.  In  Bigelow 
mes,  exterior  walls  are  made  with 
o-by-six  studs  instead  of  two-by- 
ars  to  accommodate  six  inches  of  in- 
lation,  not  three.  There's  extra  insu- 
;ion  under  the  exterior  siding.  And  a 
3-through  coating  on  windows  insu- 
es  better  than  uncoated  glass.  The 
jgest  Bigelow  homes  have  93%  effi- 
snt  forced-air  gas  furnaces,  about  the 
?hest  rating  available.  In  homes  of 
!00  square  feet  or  less,  there's  no 


builder  will  pay  the  excess.  In  eight 
years,  Bigelow,  which  is  based  in  sub- 
urban Palatine,  III,  has  paid  out  just 
$390.  A  $175,000  Bigelow  house  is 
priced  about  $3,000  more  than  conven- 
tional models.  But  the  way  Bigelow 
Vice-President  John  M.  Kamin  figures 
it,  that's  $20  more  on  a  monthly  mort- 
gage to  save  much  more  on  heating. 

Innovations  now  coming  to  market 
should  make  homes  even  more  energy- 
efficient.  Superglass,  a  product  devel- 
oped and  licensed  by  Southwall  Tech- 
nologies in  Palo  Alto,  Calif.,  uses  two 


panes  of  glass  with  two  layers  of  poly- 
ester film  suspended  in  between.  The 
spaces  between  the  layers  are  filled 
with  a  low-conductivity  gas.  So,  the 
windows  are  nearly  as  good  as  a  wall 
in  many  climates.  Their  insulation  rat- 
ing, based  on  the  amount  of  heat  they 
let  in  or  out,  is  R-8,  double  that  of  most 
high-performance  windows. 

"Smart  houses" — which  will  be  com- 
puter-controlled— should  boost  efficien- 
cy even  more.  A  Georgian-style  demon- 
stration house  in  Atlanta,  built  by  a 
group  of  40  utilities,  uses  up  to  50% 
less  energy  than  a  standard 
home.  Much  of  the  savings 
come  from  programming  appli- 
ances, such  as  clothes  dryers, 
to  run  at  off-peak  times  when 
power  costs  less.  And  the  com- 
puter controls  temperature 
room  by  room. 

solar  oomph.  Even  more 
promising  is  a  new  solar  cell 

I being  developed  by  SoCal  Edi- 
son and  Texas  Instruments 
Inc.  Each  4-inch-square  cell 
consists  of  17,000  tiny  spheres 
of  silicon  embedded  in  alumi- 
num foil.  The  cell  is  both 
cheaper  than  previous  ones 
and  more  flexible,  so  it  can  be 
molded  to  roofs  more  aestheti- 
cally. If  the  pollution-free  tech- 
nology pans  out,  says  Nick  W. 
Patapoff,  senior  research  engi- 
neer at  SoCal,  10-foot-square 
panels,  at  $2,000  each,  will  be 
ready  for  sale  by  1995.  In  sun- 
ny California,  each  panel 
would  generate  about  one-third  of  the 
power  for  a  typical  household  by  meet- 
ing peak  electricity  demand.  Homes 
with  more  panels  could  generate  ex- 
cess power  to  sell  back  to  the  utility, 
says  SoCal  Chairman  John  E.  Bryson. 

It  will  be  a  while  before  even  most 
new  homes  are  so  well  equipped.  Still, 
they're  no  longer  a  dream.  "No  one 
would  drive  a  car  getting  eight  miles 
per  gallon,"  says  Bigelow's  Kamin. 
"Buildings  will  get  better,  just  as  cars 
have  done." 

By  Emily  T.  Synith  in  New  York 
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lighting.  Still,  the  U.S. 
government,  the  nation's 
largest  energy  user,  is 
no  model  of  virtue.  A  re- 
cent Office  of  Technol- 
ogy Assessment  report 
says  funding  for  energy 
efficiency  in  federal 
agencies  fell  from  $297 
million  in  1981  to  under 
$50  million  last  year. 
out  of  pocket.  Some  80 
bills  now  in  Congress 
aim  to  fill  the  policy  void. 
These  propose  higher 
taxes  on  gasoline,  or  on 
the  carbon  content  of 
fuel,  stricter  car-mileage  levels,  new  stan- 
dards for  appliances  and  industrial  mo- 
tors, and  efficiency  mandates  for  build- 
ings. Other  ideas  include  spending  more 
money  to  promote  long-term  research  on 
renewable  energy  sources  such  as  solar  or 
wind — and  at  least  evening  out  the  tax 
code.  Currently,  the  cost  of  a  parking 
space  is  a  corporate  deduction  and  isn't  in- 
come for  the  employee  using  it.  But 
there's  no  deduction  for  a  subway  pass 
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worth  more  than  $15  a  month — and  the 
pass  is  personal  income. 

Big  changes  aren't  likely  this  year.  The 
Johnston-Wallop  bill,  the  Senate  proposal 
that  embodies  the  Administration's  strate- 
gy, concentrates  on  increasing  energy 
supplies,  not  conservation,  notes  Eric 
Hirst,  a  corporate  fellow  studying  energy 
efficiency  at  Oak  Ridge  National  Labora- 
tory. For  one  thing,  it  seeks  to  exploit  the 
presumably  oil-rich  Arctic  National  Wild- 


life Refuge,  a  red  i 
for  environmental! 
Observers  say  that 
and  most  other  ene 
bills,  will  stall  out 
year.  One  excepi 
might  be  revisions  to 
federal  highway 
which  expires  on  S 
30.  Under  current 
Washington  pays  90c, 
new  interstate  high 
costs,  vs.  75%  for  n 
mass-transit  proje 
New  Senate  and  He 
bills  essentially  call 
80%  funding  for  bot 
and  would  let  states  spend  federal  fu 
on  demand-side  management. 

That's  more  than  a  drop  in  the  buc 
But  in  a  year  marked  by  a  war  over 
new  signs  of  global  warming,  and  lot: 
bluster  over  a  national  energy  plar 
falls  about  three  quarts  shy  of  a  galloi 
By  Robert  Buderi  and  Emily  T.  Smit 
New  York,  with  Maria  Shao  in  , 
Francisco,  Geoffrey  Smith  in  Boston,  P 
Hong  in  Washington,  and  bureau  repor 


AMORY  LOVINS'  ENERGY  IDEAS 
DON'T  SOUND  SO  DIM  ANYMORE 


■  f  the  gospel  of  energy  efficiency 
Bhas  an  evangelist,  it  must  be 
BlAmory  B.  Lovins.  In  1976,  as  an 
obscure  consultant,  he  published  an  ar- 
ticle in  Foreign  Affairs,  the  presti- 
gious quarterly,  asserting  that  it 
makes  more  economic  sense 
to  use  energy  efficiently 
than  to  increase  energy  sup- 
plies. That  was  heresy,  since 
the  accepted  wisdom  at  the 
time  held  that  growth  in  the 
gross  national  product  de- 
pended on  using  more  ener- 
gy. The  ensuing  controversy 
put  Lovins  on  the  map. 

He  went  on  to  co-found 
the  Rocky  Mountain  Insti- 
tute in  Old  Snowmass,  Colo., 
where  he  is  director  of  re- 
search and  resident  lightning 
rod.  Over  the  years,  audi- 
ences of  CEOs,  utility  execu- 
tives, and  energy  experts 
have  laughed  and  catcalled 
at  Lo'  ins'  assertions.  Like 
his  idea  that  current  cost-ef- 
fective *echnologies  could 
cut  U.  S.  electricity  consump- 
tion by  75%' — for  only  0.6$ 
per  kilowatt-hour  saved.  Or 
that  existing  technologies 


could  reduce  the  amount  of  oil  the 
U.  S.  burns  by  80%* — for  a  few  bucks 
per  barrel  saved.  The  problem  of  ener- 
gy supply  "has  been  conceptually 
solved"  by  efficiency,  says  Lovins,  43. 
"All  that  remains  is  a  lot  of  details." 


Such  pronouncements  may  st 
sound  outrageous,  but  guess  who  isi 
laughing  now?  Clark  W.  Gellings, 
rector  of  the  customer-systems  divisi 
at  the  Electric  Power  Research  Ins 
tute,  the  utility  industry's  resear 
arm,  calls  Lovins  "ahead  of  his  time 
RMI  is  now  a  consultant  on  enerj 
efficiency  for  some  70  utilities  and  1 
companies  and  agencies  in  32  cou 
tries.  Since  1986,  the  institute's  rev 
nues  have  nearly  doubled,  to  $1.1  m 
lion,  with  48%  of  the  increa 
coming  from  consulting  ai 
other  commercial  venture 
It  publishes  a  tome  of  techi 
cal  recipes  for  wringing  sa 
ings  out  of  everything  fro 
household  appliances  to 
fice  equipment  and  lightin 
Lovins  also  has  helped  nes 
ly  30  state  utility  commi 
sions  grapple  with  energy-e 
ficiency  issues. 

He  has  become  "a  nation 
resource  for  [stimulatin 
discussions  of  energy  ef: 
ciency,"  says  Paul  Ma 
Cready,  designer  of  Gener 
Motors  Corp.'s  Impact  ele 
trie  car.  Lovins  also  practice 
what  he  proselytizes:  Hi 
4,000-square-foot,  stone-an 
concrete  home  is  most 
warmed  by  solar  heatin, 
The  monthly  electric  bill:  $ 
By  Emily  T.  Smith  in  Nt 
York 
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JOURNEY  IS  ITS  OWN  REWARD. 
BUT  WE'LL  THROW  IN  A  FREE 
TICKET  ANYWAY. 


A  journey  to  Asia  is 
rewarding  in  and  of  itself. 
The  Far  East  is  a  land  of 
beauty  and  mystery- 
not  to  mention  business 
opportunity. 

And  from  September  1 
until  December  15,  when  you 
fry  Northwest  to  any  of  the 
business  centers  we  serve 
across  the  Pacific,  we'll  give 
you  a  free  ticket  to  any  of  the 
more  than  200  places  we  fly 
in  the  continental  U.S.  and 
Canada. 

Or  if  you  prefer,  we'll  give 
you  a  free  upgrade  on  your 
next  flight  to  Asia.  Or  a  free 
two-night  WorldVacationsSM 
package-to  Hong  Kong, 
Bangkok,  Singapore  or 
Honolulu-on  your  next  trip. 
How  you  wish  to  be  rewarded 
is  up  to  you. 

'16  qualify,  you  have  to  be 
a  WorldPerks*  member.  To 
join,  call  1-800-447-4747,  or 
enroll  on  your  next  flight. 
Once  you've  completed  your 
qualifying  transpacific  flight 
during  the  designated  travel 
period,  you'll  automatically 
receive  a  postcard  in  the 
mail.  Indicate  your  choice  of 
reward  on  the  postcard  and 
then  mail  it  back  to  us.  It's 
that  simple. 

So  fly  Northwest  and  find 
out  why  some  journeys  are 
more  rewarding  than  others. 

Terms  and  Conditions:  You  can  earn  one 
of  thfst-  rewards  when  using  .1  purchased 
Northwest  fart-  to  lly  roundtrip  between 
select  destinations  in  Asia  anil  the  -18 
contiguous  limed  States  and  Canada  from 
l)/l/l)l  to  12/15/91  The  10,000-mile  bonus, 
when  selected  as  a  reward,  will  appear  on  a 
future  mileage  summary  flights  between 
the  US  mainland  and  Hawaii  do  not 
qualify  tor  this  offer  The  free  ticket  is 
earned  by  combining  your  earned  actual 
mileage  w  ith  a  10,000-mile  bonus  The 
one-class  upgrade  is  valid  until  12/15/92, 
on  any  published  fare  I  pgrade  is  not 
transferable  Two-night  Stopover  package  to 
the  four  qualifying  cities  includes  half-day 
sightseeing  tour  (excludes  Honolulu)  Valid 
until  12/H/92  Subject  to  availability  Some 
blackout  dates  may  apply  Offer  valid  for 
WorldPerks  members  residing  in  the  -48 
contiguous  United  States  and  Canada  only 
Postcard  will  be  sent  within  four  to  six 
weeks  of  your  travel  1  1991  Vorihwest 
\irlines,  Inc 
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Masters  Port 
386SL 

The  fully-featured 
notebook  that  sets 
the  standard  for  the 
Intel386™  Sl_ 
microprocessor. 
Its  Premier  System 
Management— 
with  two  separate 
resume  modes  — 
lets  you  hold  work 
in  active  memory 
for  weeks  at  a  time. 
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Processor- Speed 

286-  1 2  Mill/ 

586SX-20  HIM  Hz 

386SL-20  5  0MHz 

4«(iSX-  211  10MHz 

486-25,  12.5MHz 

(^-Processor 

8()(  28"?  socket 

80387SX  socket 

8().38"SX  socket 

1  parade-able  to 
486- 20MHz 

Integrjtcd 

Memory 
(StA/Max.) 

1MB  2MB 

2MB  4MB 

2MB  8MB 
(64K  cache) 

4MB  16MB 

1MB  16MB 

Hard  Disk  Drive 

30MB 

60MB 

60MB 

I2HMB 

120MB 

LCD/Size 

Backlil  hxS" 

Backlil  8.85" 

Backlil  XXV 

Ldgclil  10.7" 

Edgelit  lb"" 

Video/Gray  Scales 

VGA  16 

\(.A  Id 

VGA  52 

VGA  64 

VGA  in 

Power 

Management 

•suspend  Resume 

•  Sleep  mode 

•  Low  battcr\ 
operation 

•suspend  Resume 
•sleep  mode 
•  Low  batten 
operation 

Premier  System 
Management1* 

•  Standhv  Resume 

•  Rest  Resume 

•  Panic  Save 

•  1  njtlendcd 
communications 

Intelligent  Power 
Management1* 

Intelligent  Power 
Management 

Software 

MS-DOS* 
included 

MV|)(  )S 
included 

MS- IX  IS  pre 
installed  Microsoft1 

Windows*?  3.0 
included 

MS-DOS 
and  Microsoft 
Windows  \  3.0 
prc-mstallc-d 

MS-DOS 
and  Microsoft 
Windows  v  3  () 
pre-installed 

Weight 
{with  batten) 

6.6  lbs 

6  <i  lbs 

b  X  lbs 

1  5  lbs 

IS  lbs 

Intel386  and  n8h  are  trademarks  of  Intel  Corporation  MastersPort.  SupersPort.  Premier  System  Management  and  Intelligent 
Power  Management  are  trademarks  of  Zenith  Data  Systems  Corporation  MS-IKIS.  Microsoft  and  Windows  are  trademarks  of 
Microsoft  Corporation 

Copyright  O  I'Wl  Zenith  Data  Systems  Corporation 


Tossing  back  a  little  J£B. 
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J&B  Scotch  Whisky.  Blended  an#  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749. 
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PER  THAT  KEEPS  SECRETS 
OM  PHOTOCOPIERS 


For  three  decades, 
newsletter  publishers 
and  government  censors 
have  shared  a  common 
obsession:  thwarting  il- 
licit photocopying  of 
their  pricey  or  secret  in- 
formation. Using  blue 
paper  was  the  first  solu- 
tion, and  many  other  ink 
and  paper  colors  have 
been  tried — only  to  fall 
prey  to  newer  copiers. 

Now,  Japan's  Kiso 
Chemical  Corp.  believes 
ts  found  a  lasting  answer:  a  "secrets  paper,"  dubbed  KSP, 
is  protected  by  a  very  thin  film  of  evaporated  aluminum, 
metal  coating  deflects  and  scatters  a  copier's  light  so  that 
machine  can't  distinguish  between  type  and  background. 
1  the  bronze-color  sheets  into  a  photocopier,  and  out  will 
e  all-black  copies.  The  main  drawback  is  cost:  KSP's  intro- 
.ory  price  is  about  $1  per  sheet,  far  more  than  regular 
:r,  though  that  will  drop  with  volume  production.  Still,  the 
ka-based  company  expects  to  sell  $2  million  worth  of  KSP 
first  year  and  sees  demand  tripling  by  1995. 


PATENT  LIBRARY  ON  CD? 
S,  BUT  THERE'S  A  HITCH 


)r  the  past  two  years,  patent  officials  in  the  U.  S.,  Europe, 
ind  Japan  have  quietly  been  trying  to  forge  a  common 
dard  for  storing  patent  data  on  the  compact-disk-size  plat- 
known  as  CD  ROMs.  It  now  appears  the  effort  is  headed 
a  showdown  in  October.  That's  when  U.  S.  and  European 
:ials  expect  to  settle  on  their  final  specification — one  that's 
dds  with  what  Japan  wants. 

n  international  standard  is  the  kickoff  for  developing  a 
Idwide  patent  data  base  that  would  be  stored  and  dissemi- 
■d  on  CD  ROMs.  This  would  greatly  facilitate  patent  search- 
)y  companies  hunting  for  new  technology  or  pondering 
ther  to  license  an  existing  patent  or  invest  in  new  internal 
arch.  The  Japanese  were  the  first  to  broach  the  idea,  but 
r  proposal  was  based  on  an  earlier  scheme  that  U.  S.  and 
opean  officials  felt  was  in  need  of  an  update.  "They  are 
ewhat  upset  that  we  haven't  gone  along,"  says  Thomas  P. 
timo,  an  assistant  commissioner  at  the  U.  S.  Patent  Office, 
he  still  holds  out  a  "50-50"  hope  that  Japan  will  switch  to 
'  U.  S.-Europe  standard. 


OTECH'S  NEWEST  WONDERS 
ULD  BE  CANCER-KILLERS 


lesearchers  see  so-called  antisense  drugs  as  the  next  wave 
.  of  biotechnology.  Unlike  biotech  clones  of  natural  human 
bodies  or  proteins  such  as  insulin,  antisense  drugs  can 
tally  block  the  production  of  disease-causing  enzymes  by 
Drmal  genes.  At  the  end  of  August,  the  technology  moved 
ep  closer  to  practicality  when  Genta  Inc.,  a  tiny  San  Diego 
ech  company,  filed  the  first  application  for  human  testing, 
arly  next  year,  Houston's  M.  D.  Anderson  Cancer  Center 


hopes  to  begin  clinical  trials  of  Genta's  product  on  patients 
with  chronic  myelogenous  leukemia,  a  cancer  of  the  white 
blood  cells.  The  drug  is  a  strand  of  synthetic  dna  that's  a 
mirror  image  of  the  defective  genetic  material,  called  RNA, 
found  in  the  leukemia  cells.  Once  the  antisense  strand  gets 
inside  a  cell,  it  binds  to  any  flawed  RNA,  inactivating  the  faulty 
gene  and  eventually  killing  the  leukemia  cell. 

Anderson's  researchers  will  extract  and  treat  bone  marrow 
samples.  When  the  leukemia  cells  have  been  purged,  the  pa- 
tients will  receive  radiation  therapy  and  then  get  a  transplant 
of  their  own  bone  marrow.  If  this  approach  works,  Genta  pegs 
the  market  for  its  antisense  drug  at  $60  million  a  year. 


VIDEO  GIZMOS  DO  EVERYTHING 
BUT  BAG  THE  GROCERIES 


Supermarket  shopping  is  on  its  way  to  becoming  a  more 
entertaining  chore.  Video  screens  are  set  to  invade  stores. 
Flat-panel  displays  on  push  carts  will  accompany  shoppers, 
dispensing  information  on  special  promotions  and,  at  the  push 
of  a  button,  dietary  tips  and  recipes.  And  strategically  spotted 
TV  monitors  will  carry  ads  and  community  bulletins.  It  all 
stems  from  research  showing  that  consumers  make  most  buy- 
ing decisions  after  they're  in  a  store. 

A  fledgling  Chicago  company,  Videocart  Inc.,  already  has 
shopping  carts  with  video  screens  in  some  40  test  stores.  Their 
displays  change,  responding  to  sensors  in  the  ceiling  or  on 
shelves,  as  you  move  from  aisle  to  aisle.  ActMedia  Inc.  in 
Norwalk,  Conn.,  is  working  with  Salt  Lake  City's  Klever  Kart 
Inc.  on  a  similar  system,  with  testing  scheduled  for  early  1992. 
ActMedia,  the  current  leader  in  electronic  in-store  merchandis- 
ing, also  is  collaborating  with  Turner  Broadcasting  System 
Inc.  on  Checkout  Channel,  designed  to  alleviate  checkout  bore- 
dom— and  give  stores  one  last  shot  at  reminding  you  of  some- 
thing you  forgot  to  buy.  Its  debut  is  set  for  October. 


A  SIMPLE  TECHNIQUE  MAY 
MAKE  PLASTICS  MELT-PROOF 


Polymers  are  long, 
repetitive  chains  of 
molecules,  and  most  can 
be  readily  fabricated 
into  such  things  as  plas- 
tic milk  bottles  and 
beach  balls.  But  these 
familiar  plastics  are  sen- 
sitive to  heat,  sagging  or 
melting  at  fairly  low 
temperatures.  While 
there  are  polymers  that 
can  withstand  tempera- 
tures of  750  F  or  more, 
they  often  stubbornly  re- 
sist processing.  Getting  them  molten  enough  to  flow  into  a 
mold  takes  so  much  heat  that  the  polymer  decomposes. 

Samson  A.  Jenekhe,  associate  professor  of  chemical  engi- 
neering at  the  University  of  Rochester,  has  now  found  an  easy 
way  to  fabricate  several  such  polymers:  Just  add  gallium 
chloride  or  ferric  chloride.  These  chemicals  create  "wedges" 
that  force  the  polymer  chains  apart,  so  they  can  be  dissolved 
by  common  solvents — and  flow  freely  at  near  room  tempera- 
ture. After  fabrication,  the  chemistry  is  reversed  simply  by 
immersing  the  shaped  polymer  in  water  or  methanol.  The 
technique  works  on  several  polymers  with  tongue-twisting 
names,  better  known  by  initials  such  as  pbzt  and  ptmht. 
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Sports  Business 


SOCCER  I 


THIS  MAY  BE  THE  KICK 
AMERICAN  SOCCER  NEEDS 


Will  hosting  the  '94  World  Cup  finally  get  the  U.S.  into  the  game: 


■jt's  a  sweltering  August  night  at  Vet- 
I  erans  Stadium  in  Philadelphia,  and 
H  13-year-old  Kevin  Sherry  Jr.  is 
pumped.  His  hair  shaved  in  a  soccer-ball 
motif,  Sherry  stands  outside  the  players' 
entrance,  eager  for  an  autograph  from  a 
member  of  the  U.  S.  national  soccer 
team.  "He  eats,  drinks,  and  sleeps  soc- 
cer," says  Kevin  Sr.,  also  a  big  fan. 

The  scene  is  one  that  American  orga- 
nizers of  the  World  Cup,  the  sporting 
world's  premier  event,  hope  to  repeat  on 
a  grand  scale  as  they  prepare  to  host  the 
1994  soccer  championship — and  finally 
get  soccer  soaring  in  the  U.  S.  In  to- 
night's exhibition  match,  the  national 
team  and  the  44,261  in  attendance  do 
their  best  to  silence  critics  who  say  the 


U.  S.  will  never  support  the  game.  Two 
beautiful  second-half  goals  prove  the  dif- 
ference as  the  Americans  beat  a  top 
British  team,  Sheffield  Wednesday.  By 
the  middle  of  the  second  half,  fans  do 
the  wave  and  chant:  "U.  S.  A.!  U.  S.  A.!" 

The  Philadelphia  game  is  part  of  an 
international  marketing  road  show  for 
the  U.  S.  team.  This  summer  and  fall,  it's 
playing  in  a  series  of  friendly  matches 
here  and  abroad  against  top  foreign 
teams.  And  the  roster,  whose  members 
forged  a  dismal  0-3  record  in  the  1990 
cup  in  Italy,  is  undergoing  an  overhaul. 

Since  the  May  arrival  of  colorful  new 
coach  Bora  Milutinovic,  a  Yugoslav  with 
international  experience,  play  has  im- 
proved dramatically.  Milutinovic,  who 


coached  the  1986 
Mexican  and  1990 
Costa  Rican  teams, 
is  trying  out  differ- 
ent lineups  to  find 
the  magic  combo. 
Only  a  4-0  loss  in 
Austria  to  local  pow- 
er FCS  Tirol  marred  a 
summer  in  which 
crowds  of  40,000-plus 
saw  the  U.  S.  man- 
age ties  with  Ireland 
at  Foxboro,  Mass.; 
with  Italian  great  Ju- 
ventus  in  New  Ha- 
ven; and  with  AC  Mi- 
lan in  Chicago.  In 
July,  the  U.  S.  won 
its  first  international 
trophy,  beating  Hon- 
duras 4-3  to  win  the 
championship  of  the 
U.  S.,  Caribbean,  and 
Central  America. 
"Bora  has  just  given  us  instant  cred 
ity,"  says  midfielder  Bruce  Savage. 

And  that  should  certainly  help 
fans  in  the  seats.  Charles  G.  Cale,  c 
executive  of  World  Cup  USA  1994 
private  group  organizing  the  event, 
he  will  need  $250  million  to  $300  mil 
to  host  the  games.  A  large  chunk  of 


Mark  thought  he  had  to  choose 
between  laser  quality  and  affordability 


Whether  you  prefer  Macintosh 
or  DOS,  you  can  afford  to  make 
your  work  look  great,  With  the 
HP  Desk  Writer  or  DeskJet  500 
printers.  Both  of  these  inkjet 
printers  give  you  crisp,  clean 


300  dot-per-inch  resolution. 
For  output  that's  laser  sharp. 
For  less  than  $730.*  And  they're 
both  backed  by  HP's  impres- 
sive three-year  warranty.  If 
you're  ready  for  something 


'Suggested  1  S.listprice    S  1991  Hewlett-Packard  Company  PE12115 


Q  Spectacular  Ventures,  Inc 
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come  from  ticket  revenues,  and  not 
from  American  fans:  Organizers 
ict  that  the  52-game  series  will  at- 
.  more  than  a  million  foreign  visi- 
"We  expect  we're  going  to  sell  ev- 
seat  to  every  game,"  Cale  says, 
tional  money  for  the  U.  S.  team  will 
[  from  sponsors  such  as  American 


Airlines  Inc.,  which 
will  place  the  USA 
soccer  logo  on  its 
planes,  and  from 
television  rights  in 
the  U.  S.  Negotia- 
tions are  under  way 

with  ABC,  CBS,  ESPN, 

Fox,  and  Turner.  It 
is  expected  that 
about  a  dozen  key 
games  will  be  on  the 
networks,  with  the 
remainder  on  cable. 

'FOCAL  POINT.'  The 

cup,  held  every  four 
years,  could  be  a 
marketing  bonanza. 
In  1990,  26  billion 
people  worldwide 
viewed  the  games  on 
television,  with  more 
than  1  billion  watch- 
ing the  final  between 
West  Germany  and 
10  times  the  size  of 
'Any  company 


Argentina.  That's 
the  Super  Bowl  audience 
that  is  directly  marketing  to  soccer  looks 
to  the  World  Cup  as  a  focal  point,"  says 
Paul  Milone,  president  of  Intersport  Ltd. 
in  Sterling,  Va.,  maker  and  distributor  of 
the  Lanzera  soccer  shoe,  which  goes  on 
sale  in  the  U.  S.  next  year. 


The  rivalry  among  cities  for  the 
games  is  ferocious.  Twenty-six  commu- 
nities have  already  submitted  bids,  in- 
cluding six — Dallas,  Los  Angeles,  Miami, 
New  York,  Tampa,  and  East  Ruther- 
ford, N.J.  (home  of  the  Meadowlands 
sports  complex) — vying  for  the  final. 
"The  bottom  line  is,  if  we  stage  four 
games,  the  economic  impact  will  be  $82 
million,  with  tax  revenues  of  $6  million," 
says  Joanie  Schirm,  who  leads  Orlando's 
effort.  Already,  hoteliers  there  have 
committed  28,000  rooms — a  quarter  of 
those  normally  available  during  the  peak 
summer  season.  Walt  Disney  Co.  offi- 
cials are  interested  in  staging  the  cup's 
opening  ceremonies,  Schirm  says.  And  a 
two-minute  video  featuring  kids  extol- 
ling the  virtues  of  soccer  in  Orlando  is 
being  shown  around  the  world. 

Luring  young  soccer  fans  is  part  of 
the  U.  S.  strategy  to  use  the  World  Cup 
to  further  development  of  soccer  in  the 
country.  Plans  are  afoot  for  a  profes- 
sional league  that  would  start  after  the 
cup  ends  in  July,  1994.  "There's  a  coordi- 
nated effort  to  keep  the  ball  rolling," 
says  Cale,  "not  just  for  1994,  but  for  the 
future  of  soccer  in  the  U.  S." 

Who  knows?  Maybe  the  next  time  Ke- 
vin Sherry  Jr.  watches  soccer  in  Philly, 
he'll  have  a  local  team  to  cheer  on. 

By  Tim  Smart  in  Philadelphia 


Then  he  discovered  the 
HP  DeskJet  500.Under  $730. 


IB 


more  refined  than  dot  matrix, 
there's  only  one  way  to  go.  Call 
1-800-752-0900,  Ext.  2583 

for  your  authorized  HP  dealer. 
You  don't  have  to  pay  laser  prices 
to  get  laser  quality. 


HP  Peripherals 

When  it's  important  to  you. 
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SALOMON:  HONESTY 
IS  THE  GUTSIEST  POLICY 

Buffett's  candor  may  give  potential  litigants  more  ammo  against  the  firm 


■jt  has  been  a  bravura  performance. 
I  Since  Warren  E.  Buffett  took  over  as 
H  chief  executive  of  scandal-ridden  Sal- 
omon Inc.,  he  has  moved  aggressively, 
and  for  the  most  part  effectively,  to  re- 
store public  confidence  in  the  firm,  reas- 
sure customers,  and  reassert  the  firm's 
dominance  over  the  massive  govern- 
ment-securities market. 

But  Buffett  faces  another  challenge 
that  could  be  just  as  daunting:  the  grow- 
ing legal  assault  on  Salomon  by  private 
plaintiffs  and  government  regulators. 
Interviews  with  analysts  and  litigants, 
as  well  as  BUSINESS  week's  own  early 
estimates,  suggest  that  the  firm's  liabil- 
ity bill  could  even  reach  $1  billion — equal 
to  almost  a  third  of  its  $3.3  billion  net 
worth. 

Treasury  investors,  Salomon  stock- 
holders, and  competitors  have  already 
filed  about  35  civil  suits  against  Salo- 
mon, its  former  top  executives,  and  its 
board  of  directors,  which  includes  Buf- 
fett. They  differ  in  scope  and  detail,  but 
all  the  suits  claim  damages  from  the 
firm's  admitted  misdeeds,  which  include 
violating  the  rules  governing  Treasury 
security  auctions  and  bidding  on  behalf 
of  customers  without  their  permission. 
And  evidence  released  by  the  firm  indi- 
cates that  it  failed  to  stem  further  viola- 
tions when  the  problem  came  to  light. 
Some  25  states  are  probing  Salomon's 
misbehavior  and  may  levy  fines.  And  the 
Justice  Dept.  and  the  Securities  &  Ex- 
change Commission  are  likely  to  bring 
civil  and  criminal  actions,  which  could 
carry  heavy  penalties. 
'substantial  steps.'  Salomon's  pros- 
pects, by  most  accounts,  have  been  im- 
proved by  Buffett's  strategy  of  coming 
clean.  In  a  statement  on  Sept.  4  before 
the  House  subcommittee  on  telecom- 
munications &  finance,  Buffett  added 
fresh  details  of  misdeeds.  The  firm,  the 
statement  said,  ended  up  controlling 
$10.6  billion,  or  9i%  of  the  May  Trea- 
sury-note auction.  That's  far  higher  than 
its  prior  admissions. 

Buffett's  stance,  which  contrasts 
sharply  with  the  stonewalling  of  now- 
bankrupt  Drexel  Burnham  Lambert  Inc., 
could   score   points   with  prosecutors. 


"The  unquestionably  substantial  steps 
taken  by  Salomon  inevitably  reduce  the 
government's  need  to  punish,"  says 
Bruce  Baird,  who  prosecuted  Drexel. 

Nevertheless,  Buffett's  and  Salomon's 
admissions  could  backfire  in  the  civil 
arena.  Not  only  are  Salomon's  disclo- 
sures triggering  suits  but  they  could 
make  them  easier  to  win.  Plaintiffs'  at- 
torneys such  as  Arthur  Abbey  say  they 
plan  to  use  what  Buffett  has  said  as 
evidence  against  Salomon  in  court.  As 
Abbey  puts  it:  "When  you  go  on  TV  and 
say  you  did  it,  that's  not  any  different 
than  the  guy  who  goes  down  to  the  po- 
lice station,  gets  videotaped,  and  makes 
a  confession." 

Salomon  refuses  to  discuss  its  expo- 
sure. But  in  a  recent  filing  with  the  SEC, 
the  firm  noted  that  such  legal-liability 
estimates  are  premature  until  it  com- 
pletes its  own  review  and  the  various 
government  agencies  take  action. 

In  forecasting  Salomon's  ultimate  li- 


ability bill,  the  logical  starting 
point  is  Drexel.  To  settle 
charges  of  securities  fraud, 
Drexel  paid  the  federal  gov- 
ernment $650  million  in  fines 
and  penalties,  and  it  paid  $8.2 
million  to  states.  Drexel  has 
also  spent  more  than  $300  mil- 
lion in  legal  bills.  And  the 
firm  has  yet  to  reach  a  final 
settlement  with  civil  litigants, 
which  could  add  a  few  hun- 
dred million  dollars  more,  law- 
yers say.  Including  that  set- 
tlement, says  Drexel 
spokesman  Steven  S.  An- 
reder,  the  firm's  final  litiga- 
tion bill  will  likely  be  "well  in 
excess  of  $1  billion." 
restraint.  Legal  experts 
doubt  that  the  government 
will  hit  Salomon  that  hard. 
While  prosecutors  were  eager 
to  punish  Drexel,  which  was 


THE  LEGAL  ASSAULT 
AGAINST  SALOMON 

TREASURY  INVESTORS 

In  civil  suits,  Treasury  securities  inves- 
tors are  alleging  they  were  hurt  when 
Salomon  perpetrated  a  "squeeze"  that  il- 
legally inflated  the  price  of  Treasury  se- 
curities in  the  secondary  market 

SALOMON  SHAREHOLDERS 

Salomon's  stockholders,  who  allegedly 
were  damaged  by  the  decline  in  its  stock, 
are  suing  the  firm,  its  directors,  and  some 
executives  to  recoup  their  losses  and  to 
recover  bonuses  and  other  payouts 

COMPETITORS 

Primary  dealers  that  lost  money  in  Trea- 
sury auctions  are  planning  suits  accus- 
ing Salomon  of  antitrust  violations 
and  securities  fraud.  Other  market 
players  including  dealers,  hedge 
funds,  and  arbitrageurs,  are  also 
likely  to  sue,  alleging  they  were 
hurt  bv  Salomon's  behavior 
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regarded  as  a  nox- 
ious renegade, 
there  may  be  a  re- 
luctance by  the 
Federal  Reserve 
and  the  Treasury, 
as  well  as  some  pros- 
ecutors, to  come  down 
too  hard  on  Salomon  because 
of  its  still-commanding  posi- 
tion in  government-securities 
sales.  Still,  a  few  Wall  Street 
observers  expect  Salomon, 
whose  admitted  malfeasance 
was  broader  than  Drexel's,  to 
be  hit  with  total  fines  of  be- 
tween $200  million  and  $400 
million. 

Legal  fees  could  be  lower 
than  those  of  Drexel,  which 
battled  the  government  for 
several  years.  But  damages 
could  be  far  greater.  Drexel 
was  privately  owned,  but  Sal- 
omon was  public,  and  its 
shareholders  lost  millions 
when  the  stock  plummeted. 
And  while  Drexel's  admitted 
violations  were  quite  narrow, 
Salomon's  had  wide  market 
impact  and  allegedly  damaged 
many  market  participants. 
The  total  figure  could  soar  if 
courts  decide  to  triple  the 
damages  under  the  antitrust 
or  racketeering  laws.  "The 
Treasury  market  is  the 
world's  largest  securities  mar- 


ket. All  interest  rates  are  set  off  of  this 
market.  The  potential  is  enormous," 
says  one  official  at  another  dealer, 
which  is  considering  legal  action  against 
the  firm.  He  adds:  "We  could  easily  get 
into  a  $1  billion-plus  scenario." 

Given  Salomon's  active  cooperation, 
and  barring  further  revelations  of 
wrongdoing,  the  gov- 
ernment's investiga- 
tions will  probably  be 
concluded  relatively 
promptly  with  a  global 
settlement  of  the  vari- 
ous civil  and  criminal 
probes. 

'illusion.'  The  civil  liti- 
gation, however,  could 
drag  on  for  years  and, 
according  to  Bruce 
Baird,  could  potentially 
be  more  damaging.  So 
far,  the  pending  cases, 
which  were  filed  in  New  York  and  Dela- 
ware and  some  of  which  make  allega- 
tions that  go  beyond  Salomon's  admis- 
sions, break  down  into  several  groups. 
Those  filed  by  Salomon's  investors  ap- 
pear to  be  the  most  straightforward.  In 
a  New  York  case  seeking  class-action 
status,  for  instance,  shareholders  sued 
Salomon  and  some  of  the  firm's  officials 
for  failing  to  disclose  illegal  Treasury 
bids  during  the  period  in  which  they  pur- 
chased their  shares.  That,  according  to 
the  suit,  created  an  "illusion  of  operat- 
ing performance"  that  lured  them  into 
buying  the  shares. 


Some  early 
estimates  of 
salomon's  liability 
bill  run  as  high 
as  $1  billion 


PROSECUTORS 

The  Justice  Dept.  and  the  Securities  & 
Exchange  Commission  are  probing 
whether  Salomon  rigged  the  Treasury 
market  and  committed  other  securities 
violations.  Penalties  could  include  crimi- 
nal and  civil  fines  of  $200  to  $400  million, 
and  sanctions 

STATE  REGULATORS 

States  are  probing  whether  Salomon's 
actions  constituted  "dishonest  and  un- 
ethical practices"  in  violation  of  state 
laws.  If  so,  the  states  could  revoke  or 
suspend  Salomon's  state  broker-dealer 
licenses  and  impose  fines 

FEDERAL  REGULATORS 

The  Treasury  Dept.,  which  has  barred 
Salomon  from  bidding  at  Treasury  auc- 
tions for  customer  accounts,  could  pre- 
vent the  firm  from  bidding  for  its  own  ac- 
counts. The  New  York  Fed  is  studying 
whether  Salomon's  status  as  a  primary 
dealer  should  be  revoked 

DATA  BW 


These  stockholders  are  seeking  to  re- 
coup their  losses.  While  they  don't  speci- 
fy an  amount,  Salomon's  common  stock 
price  in  1991  has  plummeted  from  a  high 
of  $37  to  around  $25,  about  a  $1.3  billion 
decline  in  its  market  capitalization.  Law- 
suits by  other  Salomon  shareholders  al- 
lege that  the  firm's  directors  and  offi- 
cers breached  their 
fiduciary  duties  by  fail- 
ing to  detect  the  illegal 
conduct,  covering  up 
the  conduct  once  it 
came  to  light,  and  mak- 
ing "false  and  mislead- 
ing disclosures"  in  SEC 
filings  and  other- 
places.  They  are  de- 
manding unspecified 
compensatory  and  pu- 
nitive damages. 

Treasury-securities 
investors  are  likely  to 
be  active  litigants.  Such  suits  filed  so 
far,  most  seeking  class-action  status, 
generally  allege  that  the  plaintiffs  were 
hurt  by  the  impact  of  Salomon's  mis- 
deeds on  Treasury  prices.  One  plaintiff, 
Susan  Katz,  who  claims  she  is  part  of  a 
class  of  "thousands"  of  investors,  al- 
leges that  Salomon  artificially  inflated 
prices,  which  forced  people  who  pur- 
chased securities,  such  as  Katz,  to  pay 
excessively  high  prices. 
bad  publicity.  Although  none  have 
been  filed  so  far,  lawyers  predict  that 
numerous  Wall  Street  firms,  including 
primary  dealers,  hedge  funds,  and  arbi- 
trageurs, may  sue  on  the  grounds  that 
they  were  also  damaged.  One  likely 
group  would  be  dealers  who  took  short 
positions  prior  to  Treasury  auctions.  By 
buying  up  most  of  the  auctioned  securi- 
ties, Salomon  allegedly  "squeezed" 
shorts  who  wanted  to  cover  their  posi- 
tions by  buying  securities  at  the  auction. 
This  forced  the  shorts  to  pay  excessive 
prices. 

Even  if  the  eventual  legal  tab  for  Sa- 
lomon's wrongdoing  goes  as  high  as  $1 
billion,  the  firm  should  have  no  trouble 
writing  the  checks,  though  its  balance 
sheet  would  shrink  seriously.  Much 
more  difficult  to  estimate,  though,  is 
the  publicity  and  image  impact  of  a 
steady  barrage  of  civil  lawsuits,  settle- 
ments, and  other  actions.  As  much  as 
anything,  else,  it  was  this  that  eventual- 
ly sank  Drexel. 

As  an  investor,  Warren  Buffett  has 
often  been  accorded  almost  magical 
powers.  To  keep  everyone  focused  on 
Salomon's  future  prospects  instead  of  its 
past  wrongs  will  likely  require  all  the 
magic  he  can  muster. 

By  Michele  Galen,  with  Leah  Nathans 
Spiro  in  New  York  and  Tim  Smart  and 
Dean  Foust  in  Washington 
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GEORGESON'S  CRANE  AND  VAZZA:  TREAT  THE  BONDHOLDERS  WELL,  OR  "YOU'LL  BE  SORRY' 


LOOK  WHO'S  SUDDENLY 
CODDLING  BONDHOLDERS 


For  junk-laden  companies,  these  investors  hold  the  key  to  survival 


ondholders  used  to  be  an  after- 
.  thought  in  corporations'  investor 
relations:  The  main  focus  of  IK 
executives  was  always  the  shareholders. 
No  more.  Bondholders  can  hold  the  keys 
to  life  or  death  for  debt-burdened  com- 
panies. To  stay  alive,  these  companies 
often  have  to  persuade  creditors,  for  in- 
stance, to  swap  high-interest  junk  bonds 
for  cash,  stock,  or  less-valuable  paper. 

That  means  IR  officials  are  stepping 
up  efforts  to  shower  on  bondholders  the 
same  attention  shareholders  get:  solicit- 
ing their  goodwill  through  meetings  and 
mailings  that  soften  them  up.  According 
to  a  recent  survey  by  Institutional  In- 
fest or,  317'  of  companies  say  they  are 
paying  more  heed  to  bondholders  than 
they  did  three  years  ago.  "Treat  the 
bondholders  like  outsiders,  and  you'll  be 
sorry,"  says  William  M.  Crane,  co-chief 
operating  officer  of  Georgeson  &  Co.,  an 
adviser  on  creditor  relations. 
5,000  answers.  Resorts  International 
Inc.,  the  casino  operator  that  emerged 
from  Chapter  1 1  a  year  ago,  has  learned 
that  lesson.  To  survive  and  prosper,  Re- 
sorts still  needs  to  restructure  its  re- 
maining $456  million  debt  load.  "Before 
they  filed  for  bankruptcy,  you  couldn't 
even  get  anyone  at  the  company  on  the 


phone,"  says  Kaye  C.  Handley,  debt  ana- 
lyst at  Sass  Lamle  Rubin  &  Co.  securi- 
ties. "Lately,  they  seek  us  out."  This 
spring,  Resorts  put  on  major  presenta- 
tions at  two  junk-bond  investors'  confer- 
ences. And  the  company  now  routinely 
sends  out  financial  filings  to  bondhold- 
ers and  debt  analysts. 

Southland  Corp.'s  bid  to  dig  out  from 
under  its  $4.9  billion  debt  even  used 
voice  mail.  In  late  1989,  the  7-Eleven  con- 
venience-store chain  installed  a  recorded- 
in  formation  phone  line  to  give  bondhold- 
ers the  latest  on  its  exchange  proposal, 
which  won  approval  after  a  brief  stay  in 
bankruptcy  court.  In  1990,  the  line 
logged  5,000  calls.  "That's  5,000  calls  I 
didn't  have  to  take,"  says  Markeeta  L. 
McNatt,  Southland's  ir  manager. 

Not  all  corporations  are  so  adroit. 
Many  still  unveil  swap  offers  without 
consulting  anyone.  This  obsession  with 
secrecy  almost  scuttled  General  Cinema 
Corp.'s  acquisition  of  publisher  Harcourt 
Brace  Jovanovich  Inc.,  which  was  weak- 
ened by  the  $1.8  billion  debt  it  took  on  to 
deter  a  raider  in  1987. 

The  movie-theater  chain  initially  of- 
fered bondholders  $1  billion  to  retire  a 
large  chunk  of  hbj's  debt,  but  creditors 
balked,  and  General  Cinema  was  forced 


to  withdraw  the  offer  in  April,  199  IB 
cording  to  Kenneth  T.  Urbaszewskl 
nior  vice-president  of  Kemper  Fiml 
Services  Inc.,  a  major  hbj  bondh« 
General  Cinema  had  no  idea  what  tl 
creditors  wanted.  "They  should  I 
made  some  informal  contacts,"  he  i 

Eventually,  General  Cinema  wise 
and  began  sounding  out  bondholder 
Aug.  22,  it  upped  the  offer  to  $1.2  b 
plus  an  option  of  receiving  equity  i 
publisher.  The  deal  went  through. 

Coddling  bondholders  doesn't  al 
work,  however.  They  are  often 
born — and  justifiably  so.  After 
they're  often  asked  to  accept  losses, 
ture  investors,  who  buy  a  troubled 
pany's  marked-down  bonds  hoping 
better  price  in  a  swap,  have  no  reas 
be  charitable,  either. 
saying  NO.  Kroger  Co.,  which  1 
pains  to  keep  in  close  touch  with  ( 
tors,  learned  this  the  hard  way 
November,  the  grocery  chain  offen 
buy  back  $150  million  in  junk  at  slij 
more  than  market  price,  then  abou 
on  the  dollar.  But  boldholders  saw 
virtue  in  trading  in  their  bonds.  Bee 
of  its  torrential  cash  flow,  a  Kroger 
default  was  highly  unlikely.  Bondho 
were  confident  their  fat  15.5%  intt 
payments  would  keep  coming.  HBJ  BJi 
contrast,  was  in  much  tougher  st: 
General  Cinema  believes  the  clinch 
that  swap  was  its  warning  that  the 
lisher  faced  financial  ruin  otherwise 

The  threat  of  imminent  den 
though,  doesn't  always  carry  the  da 
September,  1990,  as  it  was  sinking 
er  and  deeper  into  a  morass  of  f 
loans,  Bank  of  New  England  trie 
engineer  a  $700  million  swap  with  t  JSl 
holders.   Yet   creditors   backed  ; 
thinking  the  move  was  too  late, 
were  right.  Regulators  seized  the 
three  months  later,  on  Jan.  6.  "You 
go  to  the  bondholders  when  dra 
your  last  breath,"  says  Diane  J.  V; 
senior  vice-president  at  George 
which  claims  it  advised  the  bank,  i 
ent,  to  move  earlier. 

Perhaps  the  master  at  deft  dez 
with  bondholders  is  investor  Car 
Icahn,  who  combines  an  ability  to  pn 
urgency  with  a  willingness  to  offer 
blandishments  that  get  boldholder 
bite.  On  July  30,  for  example,  he  1 
aged  to  push  through  a  $1  billion 
change  for  his  ailing  Trans  World 
lines  Inc.  by  giving  bondholders  maj 
control,  among  other  things,  and  put 
in  a  fresh  $35  million.  Result:  TWA  is 
flying.  If  the  art  of  bondholder-stro 
keeps  improving,  more  such  swaps 
fly,  too. 

By  Larry  Light  in  New  York,  with 
Driscolt  in  New  Haven,  Gail  DeGeortj 
Miami,  and  bureau  reports 
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What  really  constitutes 
financial  strength  in  todays 
insurance  marketplace? 

An  impeccable  balance  sheet 

And  profits. 


ij 


If  you're  concerned  about  the  financial  strength  of  your 
surance  organization,  here  are  some  questions  you  should  ask. 

Whats  the  clearest  indicator  of  financial  health? 

A  balance  sheet  of  impeccable  quality,  conservatively 
anaged.  Look  at  AIG's  financial  statements.  You'll  find 
10  billion  in  capital  funds;  $15  billion  of  general  insurance 
ss  reserves;  and  $1.4  billion  in  after-tax  profits  in  1990. 

How  important  are  the  designations  awarded 
by  the  rating  agencies? 

Very  important.  They  provide  an  impartial,  thoroughly 
searched  measure  of  a  company's  financial  strength.  AIG 
)lds  the  highest  ratings  awarded  by  the  principal  agencies, 
hey  are  a  prized  asset,  enabling  us  to  capitalize  on  business 
opportunities  not  open  to  those 
without  these  credentials. 

Are  there  substantial  differences 
in  the  way  insurance 
organizations  are  managed? 

Yes.  Take  investment  and  under- 
writing philosophies.  In  investing, 
AIG  has  an  insignificant  exposure 
to  high-yield  securities  and  com- 
mercial real  estate,  which  have 
lately  caused  so  many  problems  for 
other  companies.  The  overall 
quality  of  our  assets  is  excellent, 
ith  new  cash  flow  invested  primarily  in  investment -grade 
xed-income  securities. 


AIG  Ratings: 


Standard 
&  Poor's 


AAA 


Moodys  Aaa 


A.M. Best  Co. 


A+* 


n  Pmpmy-Casu.il!>  GatyMnks 


AIG  Domestic  Bond  Portfolio  Ratings* 


A 

17.1' 


AAA 
39.1% 


AA 
34.6% 


'(6/30/9!) 


We  also  believe  underwriting 
profits  are  fundamental  to  the 
long  term  stability  and  health 
of  a  company.  Hence,  we  are 
committed  to  meeting  the 
needs  of  the  public  for  insur- 
ance products  while  maintain- 
ing strict  underwriting  discipline. 

For  years  these  beliefs  have  produced  outstanding 
results.  Including  a 
return  on  equity  that 
has  consistently 
exceeded  the  industry 
average  by  a  wide 
margin. 


What  other  qualities 
should  I  look  for? 


Return  on  Equity 


AIG 

S&P 


'80  81  82  '83  84  '85  86  '87  '88  '89  '90 

Industry  and  SAP  SIHI  source:  Conning  und  Co, 


A  strong  commitment  to  its  basic  business,  a  diversi- 
fied business  portfolio  and  global  presence.  AIG  is  the 
nation's  largest  underwriter  of  commercial  and 
industrial  coverages.  We  also  have  an  international 
network  second  to  none. 

So  if  you're  looking  for  financial  strength,  stability 
and  commitment  for  the  long  term,  consider  the  insur- 
ance organization  that  has  demonstrated  exactly  those 
characteristics  for  decades.  If  you  would  like  a  copy  of 
our  annual  report,  write  to  American  International 
Group,  Inc.,  Dept.  A  70  Pine  St.,  NY,  NY  10270. 


AIG 


World  leaders  in  insurance  and  financial  services. 


inance 


INVESTING  I 


THOSE  JUICY  UTILITY  YIELDS 
MAY  LEAD  TO  A  NASTY  SHOCK 


'What  worries  me  is  people  buying  . . .  and  ignoring  the  capital  risk' 


When  falling  interest  rates  give 
small  investors  sleepless 
nights,  many  seek  the  comfort 
and  reassurance  of  Wall  Street's  securi- 
ty blanket:  electric  utilities.  With  their 
unmatched  dividend  yields,  power  com- 
panies are  drawing  investors  like  moths 
to  a  light  bulb,  and  utility  funds  are 
gaining  a  new  generation  of  fans.  "It's 
been  pretty  unrelenting,"  says  Jeffrey 
W.  Ubben,  manager  of  three  utility-ori- 
ented portfolios  at  Fidelity  mutual-fund 
group  in  Boston.  "Every  day,  there's 
new  money  from  people  who  wonder: 


Power-company  stocks  are  considera- 
bly more  hazardous  than  they  appear  at 
first  blush.  To  begin  with,  utility  stocks 
are  becoming  victims  of  their  own  suc- 
cess. As  share  prices  have  been  bid  up, 
yields  have  eroded,  and  many  utility 
stocks  are  changing  hands  at  as  much  as 
1.7  times  book  value — pricey  for  such 
companies.  Also,  analysts  maintain  that, 
based  on  historical  patterns,  the  time  for 
buying  electric-company  stocks  is  hardly 
ripe.  Economists  agree  that  the  reces- 
sion is  waning — and  that  may  present 
problems  for  recent  investors.  "Typical- 


ELECTRIC  STOCKS  HAVEN'T  BEEN  SHINING  LIGHTS... 


▲  INDEX:  DEC.  30,  90=100 
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...BUT  SOME  COMPANIES  MAY  TURN  ON  THE  POWER 


Company                      Price  9/3 

Yield 

Company 

Price  9/3 

Yield 

AMERICAN  ELECTRIC  POWER 

30 

8.0% 

NIAGARA  MOHAWK 

16V4 

3.9% 

COMMONWEALTH  EDISON 

395/s 

7.5 

OHIO  EDISON 

19V4 

7.7 

DPL 

2VA 

7.6 

PHILADELPHIA  ELECTRIC 

2V/z 

5.6 

DQE 

27V4 

5.3 

SOUTHERN  CO. 

27% 

7.8 

HOUSTON  INDUSTRIES 

37V2 

7.8 

UNION  ELECTRIC 

31V2 

6.8 

DATA:  BW  SURVEY  OF  ANALYSTS  AND  MONEY  MANAGERS 


'Where  can  I  get  above-money-market 
returns  with  growth?'  " 

Investors  apparently  feel  they  have 
found  an  answer  to  that  question.  And 
annual  yields  averaging  6.8?'  are  undeni- 
ably attractive  at  a  time  when  short- 
term  interest  rates  are  hovering  a  hair 
above  57c  But  folks  who  buy  electric- 
utility  stocks  right  now,  particularly  on 
the  basis  of  yield  alone,  may  be  setting 
themselves  up  for  an  unpleasant  sur- 
prise. Ubben,  for  one,  advises  caution. 
"What  worries  me,"  he  says,  "is  people 
buying  my  fund  as  a  money-market  sub- 
stitute and  ignoring  the  capital  risk." 


ly,  utilities  have  done  well  when  we're 
about  to  go  into  a  recession" — not  come 
out  of  one — observes  Suresh  L.  Bhirud, 
CEO  of  Bhirud  Associates,  an  investment- 
research  boutique. 

Moreover,  the  very  popularity  of  utili- 
ties is  making  some  investment  pros 
queasy.  They  draw  analogies  to  the  re- 
cent onrush  of  small-investor  cash  into 
fixed-income  mutual  funds.  Like  inves- 
tors in  bond  funds — which  are  also 
bought  because  of  their  yields — utility 
investors  are  making  an  interest-rate 
bet.  The  wager  is  that  rates  will  remain 
in  the  doldrums.  If  rates  rise,  the  mar- 


ket value  of  bonds  will  decline,  of! 
ting  the  yields  they  pay — and  punisjj 

bond-fund  net  asset  values. 

Like  bond  funds,  utility  stocks! 
also  adversely  affected  by  rising  int<l 
rates.  But  the  utility  equation  is  co 
erably  more  perilous,  because  of  the 
cial  circumstances — such  as  the  50  s 
utility  regulators — that  influence 
fate  of  each  company.  "It's  difficu 
get  enthusiastic  about  the  group  ; 
whole,"  says  Sanford  M.  Cohen,  whc 
lows  electric-utility  stocks  for  Mo: 
Stanley  &  Co. 
time-tested.  Analysts  argue  that  t 
are  considerably  better  sanctuaries 
investors  seeking  long-term,  high 
investments.  With  30-year  Treas 
bonds  carrying  a  riskless  yield  of 
over  8%,  they  maintain  it  makes 
sense  to  buy  utility  stocks  yielding  a 
percentage  point  less.  A  better  selec 
in  Cohen's  view,  would  be  AA-rated 
ty-company  bonds,  which  now  yield  1 
than  9%.  Like  Treasuries,  their  asset 
ues  vary.  But  unlike  bond  funds  or 
ty  stocks,  they  can  be  cashed  in  at  pa 
maturity.  For  investors  who  insist 
electric-utility  stocks,  however,  the 
board  is  not  entirely  bare. 

The  trick  in  buying  power-comp 
stocks,  for  those  who  feel  impelled  t< 
so,  is  to  avoid  picking  shares  strict h 
the  basis  of  their  current  dividend  y 
A  more  time-tested  method  is  to 
lower-yield  stocks  that  have  a  histor; 
consistent  dividend  increases.  Notes 
ben  at  Fidelity:  "If  I  wanted  to  bu 
utility,  I'd  look  at  price-to-book  v& 
and  also  make  sure  that  the  compa 
aren't  going  in  for  rate  increases' 
they  find  regulators  ratcheting  d( 
their  permitted  return  on  equity.  Ub 
shuns  Florida  and  California  power  c 
panies,  which  face  an  uncertain  reg 
tory  climate  but  are,  nevertheless,  t 
ing  at  a  comparatively  rich  1.6  til 
their  book  value.  The  companies  thai 
favors  are  those  capable  of  earni 
growth  without  having  to  depend  on 
largess  of  regulators.  His  favorites 
elude  DQE  in  Pittsburgh,  Philadeli 
Electric,  and  Houston  Industries 
Morgan  Stanley,  Cohen  likes  DPL  of  E 
ton,  which  boasts  a  7.6%  yield  and 
be  expected  to  realize  annual  divid 
growth  of  37  to  47. 

Dividends  come  in  awfully  hai 
when  the  market  is  treading  water, 
when  the  market  took  off  earlier 
year,  utilities  lagged  behind,  and  gro' 
stocks  that  don't  pay  dividends  led 
charge.  So  if  the  Dow  Jones  indust 
average  defies  skeptics  and  surges 
above  3000,  power-company  invest 
will  wish  that  they  had  shown  a  li 
more  guts. 

By  Gary  Weiss  in  New  Y 
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BY  GENE  G.  MARCIAL 


NIKE'S  PACE  COULD 
LEAVE  NAYSAYERS 
IN  THE  DUST 


When  Jimmy  Connors  came 
out  charging  in  one  of  his 
most  dazzling  performances 
ever  during  this  year's  U.  S.  Open,  the 
shoes  the  tennis  superstar  wore  caught 
Frank  Podbelsek's  eye.  On  TV,  Connors 
has  been  pitching  Converse  sneakers. 
But  what  shoes  did  the  39-year-old  phe- 
nomenon choose  when  it  really  mat- 
tered? Nikes.  That  was  important  to 
Podbelsek,  an  analyst  at  Gruntal  &  Co. 
in  Beverly  Hills,  who  thinks  the  shorts 
in  Nike  shares  will  take  a  pounding. 
He  has  been  pounding  the  desk  for 
clients  to  buy  Nike,  the  world's  largest 
maker  of  athletic  shoes. 

Nike  officials  confirmed  that  Con- 
nors told  them  he'd  be  wearing  their 
shoes  at  the  Open.  Nike  wouldn't  elab- 
orate on  whether  Connors  will  eventu- 
ally endorse  its  products,  but  to  Pod- 
belsek, Connors'  move  confirms  his 
view  that  Nike  is  the  "dominant  choice 
in  the  ultrahigh-performance  category 
of  athletic  shoes."  Nike  also  makes 
sports  apparel  and  Cole  Haan  shoes. 

The  shorts  insist  that  Nike  faces  big 
inventory  problems  and  write-downs 
that  will  lead  to  negative  earnings  sur- 
prises. But  so  far,  that  isn't  panning 
out.  In  Podbelsek's  view,  the  recent 
rise  in  Nike  shares,  from  35  in  early 
July  to  nearly  50  on  Sept.  3,  is  based 
primarily  on  reduced  fears  of  an  inven- 
tory glut.  "Nike's  recent  results  are 
proving  that  inventory  levels  aren't  ex- 
cessive," he  says. 

Many  analysts  believe  that  hurried 
short-covering  by  bears  has  contribut- 
ed to  the  stock's  recent  upswing.  Short 
positions  in  Nike  peaked  at  2.5  million 
shares  on  July  15 — nearly  triple  April's 
level.  But  by  Aug.  15,  they  had  dwin- 
dled to  1.8  million,  and  some  analysts 
think  the  number  may  shrink  to  about 
1  million  in  September. 
upside  surprise?  Podbelsek  believes 
the  stock  will  climb  to  60  this  year, 
based  on  his  earnings  estimates  of 
$4.15  a  share  for  the  year  ending  May 
30,  1992.  and  $4.75  to  $5  for  1993,  vs. 
1991's  $3  77.  And  he  figures  his  esti- 
mates are  conservative.  Judging  by  the 
shrinkage  in  Nike's  inventory  and  its 
improving  sales  outlook,  "Nike  could 
pull  an  upside  earnings  surprise  next 
year,"  says  Podbelsek. 

In  fiscal  1991,  Nike's  strongest 


NIKE  IS 
SPRINTING  AHEAD 


DATA.  BRIDGE  INFORMATION  SYSTEMS  INC 


growth  came  from  international  sales, 
where  revenues  jumped  80%,  from  $480 
million  to  $862  million,  in  part  because 
of  booming  demand  in  Europe  and 
Asia.  Dean  Witter  Reynolds  analyst 
Willard  Brown  expects  overseas  sales 
to  remain  strong.  He  projects  growth 
of  30%  for  fiscal  1992  and  an  additional 
20%-to-25%  rise  in  1993,  with  sales 
abroad  accounting  for  48%  of  total  rev- 
enues by  1993,  vs.  1990's  33%. 

One  New  York  investment  pro  who 
has  been  accumulating  Nike  shares 
says  he  was  encouraged  when  he  saw 
that  Nike's  recent  introductions — the 
Air  Huarache  and  its  extension,  the  Air 
Mowabb — created  retail  excitement  in 
the  midst  of  an  otherwise  lackluster 
sales  environment. 


A  WIPER  MAKER 
WIPES  OFF  DEBT 


Lifetime  Products,  a  highflier  earli- 
er this  year,  has  plunged  from  15 
in  late  April  to  5.  One  reason:  The 
Dallas-based  company,  a  major  after- 
market  maker  of  windshield  wipers, 
was  seen  as  too  debt-laden.  Indeed, 
Lifetime  Products  was  spending  55%  of 
its  cash  flow  to  pay  down  debt. 

But  some  institutional  money  man- 
agers who  have  been  buying  shares 
say  that  worry  is  overblown.  They  note 
that  debt  dropped  from  $18  million  last 
year  to  $10  million  in  July,  1991,  and 
insiders  expect  it  to  shrink  to  $2  million 
by  yearend.  The  bulls  also  cite  manage- 
ment's plan  to  swap  stock  options  held 
by  three  former  directors  for  preferred 
shares.  That  will  reduce  the  potential 
shares  outstanding  to  4  million  from 
about  8  million. 


Moreover,  Lifetime  expects  to 
smartly  in  the  black  this  year  aftl 
losing  money  in  1990.  One  San  Franc] 
co  fund  manager  expects  earnings 
hit  $8  million,  or  $2  a  share,  this  yea 
and  $11  million,  or  $2.75  a  share, 
1992.  He  sees  sales  jumping  to  $65  nj 
lion  in  1992  from  $50  million  in  19» 
buoyed  by  strong  demand  for  the  coBa 
pany's  Tripledge  wipers  at  such  ret* 
ers  as  Sears  Roebuck,  Wal-Mart,  al 
K  mart.  And  Lifetime's  other  produfc 
Spectrablade,  a  single-edged  wipl 
made  of  a  silicone-based  synthetic,  n  _ 
being  tested  by  auto  makers  in  tl 
U.  S.,  Japan,  and  Europe.  Lifetim«; 
blades  have  a  lifetime  warranty. 

One  investor  thinks  Lifetime  mIL 
sign  a  contract  with  at  least  one  H 
those  auto  makers  to  supply  SpectJj 
blades  as  standard  equipment  on  sorj 
of  their  cars  as  early  as  December. 
Lifetime  meets  its  targets,  the  sto| 
could  hit  25  in  two  years,"  he  says. 


WHAT'S  BUBBLING 
AT  UNILAB? 


Clinical  laboratories,  a  thrivi 
business  in  the  booming  medi 
field,  are  fast  developing  a  f 
lowing  on  the  Street.  Although  high 
fragmented,  the  business  is  dominafc 
by  such  big  names  as  SmithKline  B. 
science,  Roche  Biomedical,  and  Natic 
al  Health  Laboratories.  Overall,  sor 
12,000  labs,  most  of  which  are  sm;  ■ 
and  privately  held,  take  in  about  $  fl> 
billion  to  $25  billion  annually. 

One  publicly  traded  company  th  ss 
has  piqued  the  interest  of  smart-mon  r, 
players  is  Unilab.  Its  stock  has  alreai 
climbed  from  6  in  mid-June  to  9V2  in 
Sept.  3,  but  one  New  York  investme  p> 
pro  thinks  it's  worth  15  based  on  t 
company's  earnings  outlook.  He 
pects  revenues  to  rise  10%  in  19£f:c 
from  $189  million  in  '91,  with  earnin, 
hitting  44<t  a  share  from  9$  this  yea: 
Now  for  the  takeover  talk:  Corning 
MetPath  unit  still  owns  some  43% 
Unilab  even  after  its  1988  spin-off 
the  company.  The  curious  thing  is  th  '. 
MetPath  has  been  raising  its  stal  , 
through  open-market  purchases. 

According  to  one  Unilab  invest( 
Corning  now  realizes  that  Unilab  is  u 
dervalued  considering  its  rosy  pre 
pects.  In  addition,  a  European  invest 
group  bought  the  bulk  of  the  6  milli 
new  shares  that  Unilab  sold  in  July 
Europe  through  a  Swiss  underwrite 
The  group's  intentions  aren't  know 
but  one  investor  thinks  the  stock  cou 
fetch  close  to  20  in  a  buyout. 
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SVGA 

We  Built  InThe 
Power  Of  "Cupid''. 


Yemium  II 
86SX/20 


rom  the  inventors  of  the  world's  first 
ally  upgradeable  computers,  comes 
le  first  family  of  professional  busi- 
ess  PCs  designed  especially  for  to- 
ay's  new  office  standard.  Presenting 
le  Premium  II  line  from  AST  — 
maturing  AST's  exclusive  Cupid-32™ 
pgradeability. 

Cupid-32  allows  you  to  upgrade 
11  of  your  system's  dynamic  com- 
onents  —  including  processor  and 
ache  memory  —  from  386SX/20  to 
86/33  power  with  a  single,  simple 
oard  replacement.  And  because  the 
:pgrade  is  quick  and  easy,  you  can 
istall  it  yourself  on  site.  You  won't 
Dse  time  putting  files  on  a  new  hard 
rive,  moving  boards  over  to  a  new 
aachine,  or  disrupting  your  file 
erver. 

Now  we've  applied  this  innova- 
ive  technology  to  a  new  family  of 
omputers.  Our  Premium  II  sys- 
2ms  are  built  for  the  way  people 
rork  today.  They're  thoughtfully 
lesigned  —  compact,  easy-to- 
iperate,  and  quiet.  They  also  offer 

wealth  of  integrated  features, 
ncluding  Super  VGA  support, 

MB  of  standard  RAM  (upgrade- 
ble  to  80  MB  system  total),*  an 
DE  hard  drive  interface  with        Premium  n  386SX,  20 


support  for  two 
hard  drives,  and 
four  easy  access 
ports.  And  of 
course,  they're 
all  designed  with 
our  patent-pend- 
ing Cupid-32 
upgracfeability. 

With  a  choice  of  performance 
levels  —  including  386SX/20,  386/33, 
486SX/20  and  486/33  versions  — 
and  Cupid-32  upgradeability  you'll 
always  nave  the  power  you  need  to 
get  the  job  done  right,  whether  it's 
an  everyday  Windows™  application 
like  word  processing  or  professional 
business  graphics,  or  a  more  de- 
manding task  such  as  CAD/CAM  or 
software  development. 


For  more  information  about 
AST's  family  of  Cupid-32  upgradeable 
Premium  II  computers,  and  the  loca- 
tion of  the  AST  dealer  nearest  vou, 
call  1-800-876-4AST.  Or,  use  our 
electronic  bulletin  board,  AST  On- 
line!, (714)  727-4723. 


•The  Premium  II  386SX 
to  16  MB  system  total 


\0 features  2  MB  standard  RAM  expandable 


AST  markets  products  worldwide,  for  more  information  call  AST 
International  on  (714)  727-9292  or  fax  to  (7141  727-9360  AST  is 
a  supvlur  to  US  government  agencies.  General  Service  Contract 
Number  GSOOK89AGS6-tl8-PS02  AST.  AST  logo  and  Premium 
registered  and  Cupid-32.  Cupid-32  logo  trademarks  AST  Research. 
Inc  The  Intel  Inside  logo  is  a  trademark  0/ Intel  Corporation  All 
other  brand  and  product  names  are  trademarks  or  registered 
trademarks  of  their  respective  companies  Copyright  S  1991  AST 
Research,  Inc  Alt  rights  reserved 


COMPUTER 

Tine  Power  Of  Qioice. 


Premium  n  3S6  '33 


Premium  U  486SX  20 


Premium  U  486  33 


information  Processing 


TELECOMMUNICATIONS  I 


HOW  DO  YOU  BUILD 

AN  INFORMATION  HIGHWAY? 


1 
U 
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The  U.S.  is  largely  letting  private  industry  answer  the  question — and  hoping  for  the  best 


■  n  1955,  a  Democratic  senator  from 
I  Tennessee  named  Albert  Gore  spear- 
H  headed  legislation  to  criss-cross  the 
nation  with  interstate  highways  to  se- 
cure the  nation's  defense  and  build  its 
economy.  Thirty-six  years  later,  his  son 
is  back  at  it.  Senator  Albert  Gore  Jr.  (D- 
Tenn.)  wants  the  nation  to  build  a  whole 
new  kind  of  highway  system:  an  "infor- 
mation superhighway"  with  lanes  made 
of  glass  fibers  and  cloverleafs  of  silicon. 

Gore,  a  Presidential  candidate  in  1988, 
envisions  this  supernetwork  as  the  first 
step  in  creating  a  new  infrastructure — 
for  a  new  Information  Economy.  His 
bill,  the  High  Performance  Computing 
Act,  would  fund  research  in  how  to  man- 
age and  use  superfast  computers  and 
networks.  But,  with  its  huge  capacity  to 
move  bits  of  computer  and  video  data 
nearly  instantly  across  the  country,  the 
network  also  will  serve  as  a  proving 
ground  for  the  type  of  national  network 
that  Gore  and  other  advocates  say  is 
needed  for  the  U.  S.  economy  to  be  com- 
petitive. A  national  data  superhighway 
would  speed  all  sorts  of  transactions, 
give  corporations  a  better  handle  on 
their  businesses,  and  serve  up  dazzling 
entertainment  and  information  services 
for  consumers  (page  112).  "I  think  it  will 
enable  this  country  to  leapfrog  the  Japa- 
nese," says  Gore. 

Japan — and  other  nations — are  al- 
ready investing  heavily  in  the  digital 
switches  and  optical  fiber  needed  for 
such  information  superhighways.  Ja- 
pan's Nippon  Telegraph  &  Telephone 
Corp.,  for  instance,  hopes  to  lay  fiber- 
optic cables  to  every  Japanese  home, 
school,  and  business  by  2015.  France  has 
swapped  nearly  all  its  creaky  analog 
phone  switches  for  digital  ones.  Singa- 
pore, which  once  had  a  laughably  an- 
cient phone  system,  has  installed  a  state- 
of-the-art  network  to  attract  global 
investment.  One  expert,  William  H.  Da- 
vidson, a  professor  at  the  University  of 
Southern  California  and  a  phone-compa- 
ny consultant,  warns  that  at  this  rate, 
by  1994  the  U.  S.  could  be  near  the  bot- 
tom of  his  list  of  the  top  dozen  telecom 
powers  in  the  world. 
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Even  if  Gore's  bill  passes,  it  won't  do 
much  to  alter  that  picture  in  the  near 
term.  Unlike  his  father's  highway  bill, 
the  High  Performance  Computing  Act 
does  not  call  for  a  massive,  federally 
funded  effort.  It  simply  requests  a  dol- 
lop of  federal  dollars — just  $2  billion 
over  five  years — to  catalyze  a  much 
larger  investment  by  a  wide  variety  of 
private  companies.  The  money  in  Gore's 


THE  SPREAD  OF 
FIBER-OPTIC  CABLES. 


ANNUAL  INSTALLATION 
OF  COMMUNICATIONS 
FIBER  IN  U.S. 


1990 

▲  MILLIONS  OF  KILOMETERS 


1996 


...AND  NEW  TRANSMISSION 
 METHODS... 

FRAME  RELAY  (1991)  A  networking 
technology  that  exploits  fiber  optics'  high 
quality  to  deliver  data  up  to  10  times 
faster  than  today's  packet  switching. 
Handles  data,  but  not  voice  or  video 

SWITCHED  MULTIMEGABIT  DATA 
SERVICE  (SMDS)(  1992/ 1994) 
A  metropolitan-area  service  that  local 
phone  companies  will  offer  to  connect 
office  PC  networks  and  the  like 

BROADBAND  INTEGRATED  SERVICES 
DIGITAL  NETWORK  (2001)  Longer 
distance  and  higher  speed  than  SMDS, 
but  requires  new  network  switches 

...WILL  PERMIT 
 NEWSSERVICES  

►  Rapid  access  to  huge  libraries  of  still 
and  video  images 

►  Remote  supercomputer  simulations 

►  Links  between  office  PC  networks 

►  Videophones  in  homes  and  offices 

►  Movies  on  demand 

DATA:  INTERNATIONAL  RESOURCE  DEVELOPMENT  INC., 
NETRIX  CORP..  BW 


bill  would  go  mainly  for  research 
ways  to  use  and  interconnect  supen 
puters.  About  20%  would  go  to  upg: 
existing  networks  into  a  National 
search  &  Education  Network,  linl 
schools,  libraries,  universities,  and 
ernment  researchers.  Indeed,  Gore 
isn't  so  different  from  a  White  He 
plan  to  fund  development  of  high-pei 
mance  computing,  including  network 
linLli  rfforts  would  rely  on  private  in 
try  to  bootstrap  research  networks 
commercial  ventures. 
patchwork.  Aside  from  deregulal 
minded  Britain,  most  other  nations 
pushing  into  advanced  networks  thro 
their  national  phone  carriers.  With  li 
ed  competition,  they  can  quickly  upgi 
equipment  and  create  new  services 
subsidizing  them  with  guaranteed  p 
its.  In  the  1980s,  that  led  to  impres 
and  rapid  network  upgrades  in 
countries  as  Germany,  Hong  Kong, 
Switzerland.  France  Telecom,  for  ex 
pie,  was  able  to  jump-start  its  pop 
Minitel  information  service  by  gi\ 
away  $400  home  computer  termina 
an  unthinkable  gambit  in  the  deregi 
ed  U.  S.  market. 

So  far,  the  competitors  in  the  I 
telecommunications  market  have  ere; 
a  profusion  of  new  network  servi 
such  as  WATS,  800,  and  900  lines  that 
available  in  such  variety  nowhere  els 
the  world.  The  question  for  the  1990 
whether  the  industry  can  create  a  g 
ally  competitive  telecommunications 
frastructure — without  a  greater  gov> 
ment  role. 

Much  depends  on  the  answer.  Tod: 
telephone  lines,  built  to  handle  the 
warble  of  a  human  voice,  are  woef 
underpowered  for  torrents  of  compi 
data,  images,  and  video.  Yet  the  ser 
economy  seems  to  have  an  insati; 
appetite  for  communications  capacit 
for  conducting  video  teleconferen 
processing  financial  and  other  tran 
tions,  distributing  information-based 
vices,  and  moving  data  from  PC  to 
An  inferior  communications  netw 
could  drive  businesses  such  as  st 
trading  and  banking  offshore — and  h 


INFORMATION  PROCE 


hose  businesses  that  remain  behind, 
e  technological  challenges  of  blan- 
g  the  nation  with  information  su- 
ghways  are  daunting.  At  speeds  ex- 
ng  a  billion  bits  per  second,  even 
-optic  cables  can  become  clogged.  If 
cuit  breaks  during  a  long-distance 
mission  at  such  rates,  an  entire  En- 
paedia  Britannica's  worth  of  infor- 
3n  could  be  lost  in  seconds.  Reach- 
such  velocity  and  keeping  the  data 
are  challenges  that 
's  bill — and  other 
irch  programs  al- 
y  under  way — 
d  address, 
ch  research  isn't 
gh,  argues  George 
ieilmeier,  the  new 
ident  of  Bellcore, 


sus-building  process  among  the  Baby 
Bells  and  other  phone  companies.  The 
result  might  be  "a  very  elegant  net- 
work," says  Lawrence  J.  Bouman,  senior 
vice-president  for  program  management 
and  systems  planning  at  MCI  Communi- 
cations Corp.  "But  it  may  be  obsolete  by 
the  time  it's  deployed." 

MCI  and  other  long-distance  companies 
have  proved  that  competition  can  speed 
progress.  As  late  as  1987,  AT&T  said  it 


esearch  arm  of  the  seven  Baby  Bell 
;e  companies.  He  is  advocating  a  Na- 
il Information  Act,  covering  every- 
|  from  accelerating  the  adoption  of 
technology  standards  to  deregulat- 
he  Baby  Bells  to  consolidating  con- 
of  telecommunications  under  a  sin- 
federal  agency.  Today,  says 
meier,  "everybody's  in  charge,  but 
dy's  in  charge. ...  I'd  like  to  see  a 
i  fide  information  infrastructure 
er  than  a  fragmented  world  of  dif- 
nt  systems  for  everything." 
it,  critics  say,  Heilmeier's  top-down 
oach  could  lead  to  a  lengthy  consen- 


wouldn't  convert  its  entire  long-distance 
network  to  digital  switching  until  2010. 
But,  goaded  perhaps  by  U.  S.  Sprint 
Communications  Co.'s  boasting  of  an  all- 
digital  fiber  network  that  could  transmit 
the  sound  of  a  pin  dropping,  AT&T  suc- 
ceeded by  1990.  Peter  Beck,  a  former 
MCI  executive  and  now  chairman  of  Digi- 
tal Access  Corp.,  a  data  communications 
equipment  maker,  says  startups  such  as 
his  will  continue  to  move  faster  than  the 
giant  telephone  companies.  "You  don't 
need  teams  of  50  engineers  to  design 
things,"  says  Beck.  "That's  what  the 
telephone  industry  has  not  yet  grasped." 


Critics  also  note  that  the  phone  giants 
have  had  little  to  do  with  creating  to- 
day's most  complex  data  networks.  Take 
Internet,  a  worldwide  collection  of  3,000 
networks  connecting  research  labs  and 
universities  that  was  made  famous  by 
hacker  Robert  Morris.  To  its  fans,  Inter- 
net's rapid  but  largely  unplanned 
growth  shows  why  information  super- 
highways needn't  be  centrally  managed. 
stalemate.  Now,  with  the  help  of  pri- 
vate companies  such  as 
IBM  and  MCI,  portions 
of  Internet  are  receiv- 
ing major  upgrades. 
NSFNet,  one  of  Inter- 
net's backbone  net- 
works, is  accelerating 
from  the  56,000  bits  per 
second  it  achieved  in 


1987  to  45  million  bits  by  yearend. 
Speeds  of  1  billion  bits  per  second  are 
being  pursued  in  five  test  projects 
around  the  country.  Funding  this  is  a 
$16  million  federal  grant  to  the  nonprofit 
Corporation  for  National  Research  Ini- 
tiatives. It's  getting  an  estimated  $300 
million  more  from  universities  and  com- 
panies that  hope  to  commercialize  the 
research.  Gore's  plan  would  expand 
these  efforts. 

So  far,  those  initiatives  are  keeping 
the  U.  S.  ahead  of  Japan  in  high-speed 
computer  networking — despite  NTT's 
goal  of  universal  fiber  by  2015.  Why  is 
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There's  nothing  like  the  personal  touch. 
Even  when  your  client  is  3,600  miles  awa) 


Running  an  international  company  is  not  the  easiest  thing  in  the  world. 
Especially  when  most  of  your  business  contacts  are  scattered  halfway  around 
the  gl<  )he. 

But  now,  whether  you  want  to  brainstorm  in  Brussels  or  touch  base  with  Tokyo,  it's 
all  possible  with  AT&T  videoconferencing.  It's  part  of  a  special  service  from  AT&T  that  gives 
you  the  quality  and  speed  of  a  private  line  on  a  pay-as-you-go  basis* 

It's  called  AT&T  Switched  Digital  International,  and  with  it,  you  can  take  advantage  of 
videoconferencing  or  other  special  high-quality  applications  like  data  transfer,  Group  IV 
Fax  and  CAD/CAM. 

•Access  charges  not  included 


Best  of  all,  you'll  find  that  although  you  can't  literally  shake  hands  on  a  new  deal, 
I  etimes  a  smile  can  be  just  as  meaningful. 

I  For  more  information  about  how  AT&T  can  help  your  business  grow  internationally, 
your  account  executive  or  1 800  222-0900,  Ext.  26l6. 
A  World  of  Help  from  AT&T. 


AT&T 


MM 
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this?  Partly  because  of  a  stalemate  be- 
tween the  government  agencies  respon- 
sible for  telecommunications  and  indus- 
trial policy,  says  Raul  H.  Mendez, 
director  of  Recruit  Co.'s  Institute  for  Su- 
percomputing  Research  in  Japan. 

But  keeping  ahead  of  Japan  and  other 
economic  rivals  in  telecommunications 
may  be  increasingly  difficult.  Already,  a 
dire  lack  of  standards  looms  as  a  huge 
obstacle,  complicating  buying  decisions 
and  slowing  investment.  "Every  stan- 
dards body  seems  to  be  churning  out 
protocols  left,  right,  and  center,"  says 
A.  G.  "Sandy"  Fraser,  executive  director 


of  information  sciences  research  at  AT&T 
Bell  Laboratories.  "We  may  already 
have  passed  the  point  where  we  can  all 
come  together." 

The  biggest  bottleneck  may  be  the 
copper  cables  and  old  analog  switches 
that  carry  calls  locally.  The  local  phone 
companies  blame  their  backwardness  on 
state  regulators  who,  to  hold  down 
rates,  are  loath  to  let  them  rapidly  write 
off  old  gear — including  $60  billion  worth 
of  copper  cable — and  spend  heavily  on 
new  equipment.  Says  George  A.  Key- 
worth  II,  research  director  at  the  conser- 
vative Hudson  Institute:  "Public  policy 


has  been  so  preoccupied  with  grandrl 
telephone  service  that  it  threaten^ 
sacrifice  her  grandchildren's  empy 
ment  opportunities." 

That  may  be  crying  wolf.  But  Iijl 
worth  has  a  point:  Whether  the  solul 
rests  with  the  free  market  or  is  abeaj 
by  government,  for  Americans  to  cl 
pete  in  the  Information  Age,  they're! 
ing  to  have  to  devote  as  much  energl 
building  the  new  infrastructure  as  tl 
ancestors  spent  on  the  canals,  railrol 
and  highways  of  earlier  eras. 

By  Peter  Coy  in  New  York,  with  bum 
reports 


WHY  THE  HIGHWAY  WON'T  REACH  THE  HOME  JUST  YET 


Jack  Jakubik  didn't  die  and  go  to 
couch-potato  heaven,  although 
some  days  it  sure  seems  that  way. 
No  more  driving  to  the  video-rental 
shop,  waiting  for  pay-per-view,  or  stay- 
ing up  for  the  late  show.  When  he 
wants  to  see  a  movie — any  of  20,  in 
fact — he  just  zaps  his  remote  and  it 
appears  on  his  TV  screen.  Every 
two  weeks,  there's  a  fresh  se- 
lection. Says  Jakubik,  48,  a 
salesman  of  heavy  equipment 
who  lives  in  upscale  Cerritos, 
Calif.:  "I'm  spoiled  rotten." 

So  why  can't  the  rest  of  us 
get  our  movies  that  way?  We 
could,  except  for  the  $100  billion 
or  more  it  would  take  to  attach 
every  U.  S.  home  and  office  to  a 
fiber-optic  network.  Then,  ev- 
eryone could  have  movies  on  de- 
mand, high-fidelity  videophones, 
and  other  futuristic  services.  Ja- 
kubik is  getting  all  that  today 
as  a  participant  in  a  GTE  Corp. 
test  in  parts  of  this  Southern 
California  town.  The  question 
is:  How  urgent  is  it  for  GTE  and 
other  phone  companies  to  make 
Jack  Jakubiks  of  us  all?  And  if 
it  is  urgent,  who  should  pay? 
racing  japan.  Backers  of  fiber 
to  the  home  say  the  benefits  of 
its  greater  information-carrying 
capacity  would  flow  throughout 
the  economy.  It's  not  just  choos- 
ing when  you  want  to  see  A 
Nightmare  on  Elm  Street.  Fi- 
ber, they  argue,  would  let  more  people 
work  at  home,  with  videophones  and 
faster  computer  links,  thereby  reduc- 
ing traffic  congestion  and  pollution.  It 
could  improve  education  by  letting  kids 
tap  into,  say,  the  Library  of  Congress. 
Senator  Conrad  Burns  (R-Mont.)  is  co- 
sponsor  of  a  bill  calling  for  construc- 
tion of  a  nationwide  fiber  network  by 


2015 — just  when  Nippon  Telegraph  & 
Telephone  Corp.  plans  to  finish  string- 
ing Japan  with  fiber.  Says  Burns:  "I 
want  to  be  there  before  them.  I  know 
that  is  a  big  thing  to  ask.  But  at  least 
it  gives  us  something  to  focus  on." 

State  regulators  worry  about  the 
cost.  In  July,  the  National  Association 


SPOILED  ROTTEN' 


JAKUBIK  RELAXING  IN  FRONT  OF  THE  TUBE 


of  Regulatory  Utility  Commissioners 
denounced  Burns's  bill.  Their  big  fear: 
Local  phone  companies  would  over- 
charge their  captive  customers  for  in- 
stalling fiber  links  that  most  aren't 
even  asking  for.  Says  New  York  State 
Public  Service  Commissioner  Gail  Gar- 
field Schwartz:  "Who  needs  fiber  to 
the  home?  I  don't  think  it  has  to  go  to 


every  home.  We  could  have  fiber  to  tl 
library,  the  school,  the  town  hall." 

At  this  point,  phone  companies  al 
holding  off  from  aggressive  fiber  it 
stallation.  They  want  to  be  let  into  til 
well-guarded  cable-TV  business,  first! 
something  Burns's  bill  would  permj 
Notwithstanding  little  scholars  wll 
want  to  peruse  the  original  Fe% 
eralist  papers  before  bedtimli? 
analysts  say  that  cable  TV  is  til 
only  service  that  can  econon| 
cally  justify  a  quick  switch  fro| 
copper  to  glass. 
ROYAL  TREATMENT.  Meanwhile 

several  phone  companies  aijf 
searching  for  cheaper  ways  il, 
pump  information  into  Wt 
home.  They  talk  of  laying  fill 
only  into  neighborhoods  at  firs| 
relying  on  existing  copper  wi«| 
for  the  final  stretch  into  til 
home.  Bellcore,  the  researc| 
arm  of  the  seven  Baby  Be| 
phone  holding  companies,  W 
working  on  a  system  that  cal 
use  existing  wires  to  transmis 
VGR-quality  video.  As  another 
money-saver  Centel  Corp.  % 
seeking  Federal  Communic<< 
tions  Commission  permission  tl? 
test  a  microwave-to-the-hom'i 
system  from  Motorola  Inc. 

No  one's  out  to  keep  Amer1 
ca's  kids  informationally  dl| 
prived,  but  regulators,  like  Ga 
Garfield  Schwartz,  say  match 
ing  Japan  strand  for  fiber-opti 
strand  isn't  the  best  basis  for  makin; 
policy,  especially  if  the  installation  cos'' 
shows  up  uninvited  on  customers^ 
phone  bills.  Should  these  concerns  prt 
vail,  the  royal  treatment  accorded  Jacl 
Jakubik  may  not  be  granted  to  the  resi: 
of  us  for  years  to  come. 

By  Peter  Coy  in  New  York,  wih 
bureau  reports 
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TEXTILES  I 


THE  TEXTILE  INDUSTRY 
IS  LOOKING  THREADBARE 

Choking  on  debt  and  imports,  U.  S.  mills  are  fighting  to  survive 


u 


Intil  1987,  Burlington  Industries 
|  Inc.  in  Greensboro,  N.  C,  was  a 
strong  company.  The  maker  of 
sheets  and  other  home  furnishings  was 
investing  $200  million  a  year  in  its  fac- 
tories. Then  came  a  leveraged  buyout 
engineered  by  Morgan  Stanley  &  Co. 
Now,  struggling  under  $1.9  billion  in 
debt,  Burlington  is  teetering  on  the 
brink.  In  late  August,  most  bondholders 
rejected  its  bid  to  buy  back  on  the  cheap 
some  of  the  junk  bonds  issued  to  finance 


LBO  firm  Odyssey  Partners  to  take  pri- 
vate the  apparel  and  industrial  fabrics 
divisions  of  J.  P.  Stevens  &  Co.  in  1988, 
emerged  from  bankruptcy  in  April. 

High  debt  is  hurting  textiles  just  as 
the  industry  is  finally  showing  a  pulse. 
In  the  past  five  months,  textiles  has 
been  one  of  the  first  U.  S.  industries  to 
start  coming  out  of  recession,  adding 
12,000  jobs — after  employment  had  fall- 
en by  32,000  to  a  postwar  low  of  660,000 
during  the  recession.  Exports  are  boom- 


many  big  companies  are  chokin 
debt,  which  has  jumped  to  58%  of  ci 
from  397c  five  years  ago,  says  the 
merce  Dept.  That  helped  drop  the  i 
try's  aftertax  profit  margin  to  Oi 
1990,  its  lowest  since  1939.  Debt 
operating  margins  have  narrowed  y 
since  1987  to  a  slim  5.6%  last  year 
time  BOMB.  The  upshot:  Few  comp 
can  afford  to  invest  the  6%  of  sale; 
year  in  capital  improvements  ex 
think  is  needed  for  modernization 
perhaps  survival.  Farley  slashed 
Point's  capital  investment  to  $7.1  m 
in  the  first  quarter,  just  2%  of 
Loan  covenants  cap  Burlington's  cz 
spending  at  $50  million  a  year 
1994 — "little  more  than  hay  and 
wire,"  says  a  former  executive. 

Worse,  imports  may  be  a  ticking 
bomb.  "Textiles  have  become  the  sa 
cial  lamb  in  American  trade  pol! 
gripes  Roger  Milliken,  the  74-yea| 
chairman  of  Milliken  &  Co.,  the  bi. 


AT  HEAVILY  LEVERAGED  BURLINGTON  INDUSTRIES,  SPENDING  FOR  CAPITAL  IMPROVEMENTS  HAS  BEEN  SLASHED 


A  BILLIONS  OF  DOLLARS  'FIRST  QUAR 

DATA  COMMERCE  DEPT,  AMERICAN  TEXTILE 
MANUFACTURERS  INSTITUTE,  BW 


the  buyout.  Burlington  has  warned  that 
without  relief,  its  banks  may  pull  its 
loans,  which  might  force  a  bankruptcy 
filing. 

It's  becoming  the  story  of  the  textile 
business.  During  the  1980s,  eight  of  the 
top  10  mills  changed  hands,  and  dozens 
of  smaller  ones  were  gobbled  up.  Many 
of  the  deals  are  now  going  sour.  In  Au- 
gust, William  F.  Farley  finally  gave  up 
on  his  three-year-old,  $2.5  billion  take- 
over of  West  Point-Pepperell  Inc.,  relin- 
quishing all  but  5%  of  his  ownership  and 
leaving  it  to  lenders  to  restructure  the 
company's  junk-laden  debt.  JPS  Textile 
Group  Inc.,  formed  by  the  Wall  Street 


ing,  although  from  a  small  base.  And 
the  growth  of  imports  has  slowed  in  re- 
cent years,  though  the  American  Textile 
Manufacturers  Institute  estimates  they 
will  jump  two  points  this  year,  to  42%  of 
the  U.  S.  market.  Sniffing  recovery,  Wall 
Street  has  bid  up  the  shares  of  the  re- 
maining public  textile  companies — the 
16'  that  haven't  gone  private.  For  in- 
stance, Springs  Industries  Inc.  has  near- 
ly doubled  to  34  since  late  last  year. 

A  few  companies  will  surely  prosper 
from  a  spurt  in  sales.  But,  says  Josie 
Esquivel,  an  analyst  with  Shearson  Leh- 
mann  Brothers:  "Nobody's  seeing  a  ma- 
jor pickup."  And  for  the  long-term,  too 


U.  S.  textile  maker.  After  1993,  the  B 
Administration  plans  to  phase  out 
tas  and  reduce  the  average  20%  tar 
that  make  textiles  one  of  the  most  ] 
tected  U.  S.  industries,  just  as  a  r 
free-trade  agreement  with  Mexico  is 
pected  to  start  allowing  in  cheap  fa 
from  south  of  the  border.  Esquivel 
gues  that  only  "low-cost  U.  S.  produc 
with  strong  brand  names  or  specif 
niches  will  survive." 

The  seeds  of  today's  troubles  w| 
planted  long  before  the  wheeling- 
dealing  of  the  1980s.  The  main  prol 
is  cheap  labor  competition  in  mak 
fabric  for  apparel.  Chinese  textile  w< 
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indu: 


On  a  summer  evening  m 
ou  can  play  golf  'til  well  past  ten. 

But  please  be  advised,  your  round 
must  come  to  a  halt  while  the 
oundskeepers  take  their  dinner  break. 

Taste  the  true  flavor  of  Scotland, 
ewar's  "White  Label." 
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ers  average  37<t  an  hour  total  compensa- 
tion, vs.  a  U.  S.  laborer's  $10.02.  Imports 
now  hold  about  59$  of  U.S.  apparel 
sales — both  material  and  finished  cloth- 
ing— vs.  10' !  for  less  labor-intensive  in- 
dustrial and  home  furnishing  fabrics 
used  in  seat  covers,  bedsheets,  and  such. 

Not  surprisingly,  U.  S.  apparel  makers 
are  snapping  up  less  expensive,  foreign- 
made  fabrics  to  use  in  clothes  sewn 
here.  Many  clothing  manufacturers  also 
have  set  up  cheap-labor  cut-and-sew  op- 
erations overseas  that  ship  finished 
goods  back  to  the  States.  Manufacturers 
and  retailers  such  as  Liz  Claiborne  Inc. 
and  Wal-Mart  Stores  Inc.  have  even  be- 
gun to  buy  directly  from  overseas  textile 
and  apparel  makers.  The  Limited  Inc. 
has  its  own  Asian  manufacturing  divi- 
sion. Mast  Industries,  a  leader  in  low- 
cost  apparel  production. 
offshore  surge.  The  U.S.  mills  have 
tried  to  fight  back.  In  the  late  1980s, 
textile  leaders  began  shifting  to  a 
"quick-response"  system  that  uses  high- 
tech equipment  and  flexible  manufactur- 
ing to  produce  smaller  orders  faster 
with  higher  quality.  Quick-response  mills 
also  electronically  track  inventories  at 
stores  and  apparel  makers'  plants  so 
thev  can  deliver  goods  "just  in  time"  and 


avoid  overproduction.  Many  offshore 
producers  use  some  of  these  techniques. 
Hut  U.  S.  mills  figure  they  have  an 
edge — because,  says  Freddie  Wood,  a 
consultant  at  Atlanta-based  Kurt  Salm- 
on Associates  Inc.,  "it  takes  a  lot  less 
time  to  get  goods  from  North  Carolina 
than  from  Korea." 

In  niches  where  labor  content  isn't 
high,  quick  response  can  work.  The  two 
biggest  denim-jean  makers.  VF  and  Levi 
Strauss,  have  used  their  size  to  force 
suppliers  to  improve  quality  and  produc- 
tion times.  Denim  makers  such  as  Thom- 
aston  Mills  and  Swift  Textiles,  a  division 
of  Canada's  Dominion  Textile  Inc.,  have 
responded  quickly  to  the  constantly 
changing  trends  in  the  fickle  market. 
And  fashion  innovations  from  the  mills, 
such  as  stone-  and  acid-washed  denim, 
have  kept  jeans  demand  high.  A  few 
other  specialty  players,  such  as  Unifi 
Inc..  a  maker  of  polyester  fiber,  and  Dix- 
ie Yarns  Inc.,  whose  specialty  yams 
such  as  Lycra  spandex  are  doing  well, 
are  popular  with  investors. 

Niches  aside,  however,  few  U.S.  mak- 
ers can  compete  broadly  with  imported 
textiles  for  apparel.  In  a  recent  survey 
of  SO  lop  U.  S.  apparel  makers  by  consul- 
tants Deloitte  &  Touche  and  Apparel 


| 

sal 

Industry  Magazine,  the  companie   -  ■ 
they  plan  to  increase  foreign  soi 
over  the  next  three  years.  Indeed,  0 
thinks  that  the  growth  of  import 
slowed  partly  because  in  products 
as  men's  shirts  and  women's  d 
they  are  "approaching  70'-"  of  the 
ket — and  can't  go  much  higher. 
quality  pays.  Milliken  is  one  of  th 
big  U.  S.  mills  still  bucking  the  tre 
is  insulated  from  Wall  Street  pre 
because  it's  privately  held.  And  it; 
mated  $2.5  billion  in  sales  give  it  n 
clout.  The  company  spends  lavish 
new  mill  technologies  to  make 
thing  from  car-seat  covers  to 
shirts.  Its  plants  are  so  advanced  t 
won  the  Malcolm  Baldrige  Nat 
Quality  Award  two  years  ago.  But 
lysts  believe  that  even  Milliken 
have  to  de-emphasize  its  apparel 
ness  because  of  pressure  from  imj 
Other  textile  makers  are  retre 
rapidly.  One  reason  Springs  Indus 
stock  has  soared  is  that  last  year  it 
a  $43.0  million  net  charge  against 
ings  to  pay  for  restructuring  away  js 
apparel.  This  year,  it's  pouring  $12( 
lion  into  capital  improvements  to 
home  furnishings  to  as  much  as  6£ 
sales  by  1004,  from  less  than  ha  if 
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Vnd  CEO  Walter  Y.  Eli- 
n't  satisfied  yet.  "We 
more  aggressive  new- 
ct  development,"  he 
lareholders  in  April, 
many  textile  makers 


ake  it?  Some  high-debt 
inies  could  revive  if 
debt  can  be  reduced 
^h  bankruptcy  or  asset 
n  an  improved  market, 
rest  Cannon  Inc.,  sad- 
nth  debt  it  took  on  to 
annon  Mills  Co.  in  1986, 
ked  out  a  $1.6  million 
in  the  second  quarter, 
lare  price  has  nearly 
id   to  $16  since  last 
A  big  remaining  threat 
Amalgamated  Clothing 
xtile  Workers  organiz- 
Irive.  In  late  August, 
:rs  narrowly  defeated  a 
ization  vote,  but  the 
accuses  the  company 
;gal  tactics  and  is  challenging  the 
..  The  company  has  cut  1,100  jobs 
July,  heightening  workers'  fear  of 
is. 

piing  exports,  tied  to  the  lower 
•  since  1986,  are  helping  many  com- 
s.  So  far,  exports  account  for  only 
}f  textile  output.  But  they'll  get  a 


SOME  TROUBLED  MERGERS  AND  LBOs 

1990  sales 

$2.3 

BILLION 


BURLINGTON 

Did  a  $2.2  billion  tBO  in  1987  to  escape  raider  Asher 
Edelman.  Lost  $76.9  million  in  the  nine  months  ended 
June  29.  Now  having  difficulty  restructuring  its  $1.9  bil- 
lion in  junk-laden  debt 


WEST  POINT-PEPPERELL 

Bought  for  $2.5  billion  in  1989  by  raider  Bill  Farley.  He 
cut  sales  in  half  by  selling  assets  to  pay  down  debt.  In 
July,  creditors  filed  to  force  Farley  Inc.  into  Chapter  7.  In 
August,  Farley  gave  up  most  of  his  West  Point  stake 

FIELDCREST  CANNON 

Its  1986  purchase  of  Cannon  Mills,  plus  smaller  acquisi- 
tions, drove  up  debt  to  $456  million,  or  65%  of  capital. 
Eked  out  a  small  profit  in  the  second  quarter 

JPS  TEXTILE  GROUP 

Formed  in  1988  when  Odyssey  Partners  paid  $579  mil- 
lion, mainly  in  junk  bonds,  for  the  three  divisions  of  J. P. 
Stevens.  Did  a  prepackaged  bankruptcy  last  January; 
emerged  in  April 

DATA  COMPANY  REPORTS.  BW 


$1.2 

BILLION 


*1.2 

BILLION 
MILLION 


boost  if  other  nations,  as  expected,  cut 
textile  tariffs  and  quotas  as  the  U.  S. 
does  after  1993.  A  free-trade  agreement 
with  Mexico  may  help  companies,  but  at 
the  expense  of  workers.  Some  textile 
makers  may  build  low-labor-cost  plants 
south  of  the  border.  And  many  U.  S.  ap- 
parel makers  plan  to  move  plants  there 


from  the  Far  East,  which 
means  U.  S.  textile  plants 
will  have  a  better  chance  to 
sell  to  them.  "If  [textile  mak- 
ers] would  get  their  heads 
out  of  the  sand,  they'd  see  it 
will  increase  their  business," 
says  William  L.  Isaac,  presi- 
dent of  the  Texas  Apparel 
Co.  unit  of  Salant  Corp.  At 
least  one  Hong  Kong  textile 
company  also  plans  to  invest 
in  Mexico. 

There  probably  isn't  room 
for  all  the  U.  S.  companies  to 
survive.  Apparel  fabric  still 
accounts  for  about  40''  of 
U.  S.  textile  production.  And 
some  experts  predict  that 
low-wage  competitors  will 
start  making  home  furnish- 
ings and  other  products  the 
U.  S.  still  dominates.  In 
short,  restructuring  in  tex- 
tiles will  continue.  "If  you 
look  ahead  10  years  and  beyond,  the  tex- 
tile industry  has  to  be  vulnerable,"  says 
Peter  Harding,  a  Kurt  Salmon  vice-presi- 
dent. "The  only  question  is:  How  much 
of  it  will  disappear — and  how  fast?" 

By  Walecia  Konrad  in  Atlanta,  with 
David  Greising  in  Chicago  and  Thane 
Peterson  i)i  New  York 


itly,  The  Equitable  further  strengthened 
al  base  through  a  $1  billion  invest- 
i  AXA,  one  of  Europe's  largest  insur- 
;lobal  alliance  created  by  this  invest- 
s  both  companies  an  unprecedented 
ity  to  expand  their  worldwide  presence 
nost  unlimited  potential  for  growth. 
HE  TIMING  IS  RIGHT, 
iced  for  stability  in  the  insurance  and 
services  industries  has  never  been 
>ortant.  Globalization  and  deregula- 
xreasing  more  quickly  than  ever,  and 
le  investing  on  a  24-hour  basis  has 
l  reality. 

now  The  Equitable  and  AXA  are 
positioned  to  take  maximum  advan- 
lese  changes. 

THE  FIT  IS  RIGHT 
ajor  factor  that  will  contribute  to 
;ss  of  this  new  association  is  the  excel- 
;tween  the  two  companies.  In  insur- 


ance operations,  AXA  relies  heavily  on  an 
agency  system  to  deliver  its  products;  The 
Equitable 's  sales  force  of  over  9,000  agents  is 
recognized  as  one  of  the  most  productive  and 
professional  in  the  U.S.  insurance  business. 

We  both  have  strongholds  in  insurance 
markets  that  don't  overlap:  The  Equitable  in 
individual  life  and  annuities  in  the  U.S.,  and 
AXA  primarily  in  property  and  casualty  in 
Europe.  And  since  the  U.S.  is  the  world  s  larg- 
est insurance  market  and  the  European  Com- 
munity is  expected  to  become  the  world's 
largest  unified  market  after  1992,  the  future 
looks  bright  indeed  for  this  new  global  alliance. 

In  investment  operations.  The  Equitable 
and  AXA  should  be  an  especially  powerful 
force.  Together  we  manage  well  over  $180 
billion  in  assets,  which,  if  combined,  would 
create  one  of  the  world's  largest  institutional 
investors.  And  when  you  add  AXAs  investment 
knowledge  and  distribution  capabilities  in 


TJ^m,  THE 


Europe  to  The  Equitable 's  in  the  U.S.,  you 
open  doors  for  countless  joint  investment 
opportunities  all  over  the  world. 

THE  PHILOSOPHY  IS  RIGHT 

Yet  another  big  plus  to  this  association  is 
the  philosophical  fit  of  the  two  companies. 
Both  consist  of  people  who  are  committed  to 
excellence,  take  pride  in  their  professionalism, 
and  are  dedicated  to  building  great  financial 
institutions  by  providing  quality  service  to 
policyholders  and  investment  clients.  These 
are  people  who  will  make  the  most  of  new 
opportunities. 

At  The  Equitable,  we're  looking  forward 
to  a  world  of  opportunities.  And  a  future  filled 
with  growth  for  us,  AXA  and  of  course, 
our  clients. 

To  learn  more,  please  write  to  Richard  H. 
Jenrette,  Chairman  and  CEO,  or  Joseph  J.  Melone, 
President  and  COO,  at  The  Equitable,  787 
Seventh  Avenue,  Dept.  A,  New  York,  NY  10019. 


p  EQUITABLE 


STRENGTH  IN  NUMBERS 
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FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mm  BUSINESS  f%WEEK 

mARKHrLACE 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Corporate  Gifts 


BjikCORPORATE 

tg^P       (150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

* 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
Dept.  BW  (203)  869  3006 


CUSTOM  CHOCOLATE  HOLIDAY  GREETINGS! 

Our  Solid  Milk  Chocolate  Bars  With  Your 
Personal  Message  Make  Ideal,  Memorable 
Holiday  Gifts  For  Your  Special  Business 
Associates,  Friends  and  Clients1  We  Will 
Inscribe  Your  Personal  Message  Free  On 
These  211b  or  8  oz  Chocolate  Greeting 
Cards  Guaranteed  On  Time  Delivery 
CALL  FOR  FREE  BROCHURE: 
1  -800-488-8006,  OR  FAX  1  -201  -967-1 977. 


Remington  Bronzes 

Now  available  ro  collectors... 
Full  size,  museum  quality, 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  Remington 
FREE  COLOR  CATALOG 
Mountain  Man   HT:  29"  $695 

MUNYON  &  SONS 

1119  Waverty  Hts.  Dr. ,  Thousand  Oaks,  CA  91 360 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Lite  and  Academic 
Experience  ■  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  ,  Depl  170 
Los  Angeles,  CA  90049  USA 


Office  Supplies/Equipment 


Why  have  over  25343  American  businesses  started  buying 
office  supplies  from  Wholesale  Supply  Company? 


HP  Laser  II  Cartridge 

as  low  as  $69  99 

Maxell  5,25"  DSDD  Disk.Bx/10 

5.59 

1 "  Ring  Binder 

92 

3"  x  5"  Yellow  Post-it™  notes.  Dz. 

7,59 

because  we  offer  more  for  a  wltole  hi  less! 

WHOLESALE  Call  now  for  a  free  catalog. 

1-800-962-9162 

Ad  Code  0085 


Chris  Naylor 


Fast  Trackers- 
Get  noticed!  Order 
Personalized  Post-it 
notes  for  all  your  mes- 
sages. Not  available  in 
stores  at  this  low  price. 
Call  today.  Major  credit 
cards  accepted.  Box  of 
10  yellow  or  blue  4"x  3" 
pads,  only  $9.95  * 


MateANarne 
for  Yourself- 

1-800-433-3011 


8:00  a  m. -5:00  p.m.  CST,  M-F 

Personalized 
Post-iT  Notes 


DELUXE 


"Plus  $1  95  shipping,  handling  and  tax.     "Post-it"  is  a  registered  trademark  of  3M   DO  1502 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 

'  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


PdlKJdVer  1.800-2512225  or  write 
53  Jeffrey  Ave.  Dept.  BWE,  Holliston.  MA  01746 


Newsletters/Periodicals 


An  expert  briefing 
on  world 
economic  issues  for  the 
busy  executive 

INTERNATIONAL 

Economic 
Insights 

the  new  bimonthly 
journal  from  the 
Institute  for 
International 
Economics 

SEND  FOR 
A  COMPLIMENTARY 
ISSUE 

Institute  for  International 
Economics 
Drawer  991bw 
1 1  Dupont  Circle,  NW,  Suite  620 
Washington,  DC  20036-1207 
(202)  328-9000 
FAX  (202)  328-5432 


HI-TECH  ENTREPRENEURS 

Midnight  Engineering  Magazine  is  your  only 
source  tor  product  development  and  marketm 
info  from  the  garage  to  a  {million  in  s 
Three  Issue  Trial  Only  $9.95 


■out  product  development  marketing,  and  Startups 

Midnight  Engineering  Magazine 
111  E.  Drake  Rd,  Suite  7041 
Fori  Collins,  CO  80525 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  9  Million  U  S  Businesses  • 

Telephone  Verified  with  Coniacl  Name  and  Employee  Si« 

•  I  7  Million  High  Income  Americans  •  84  Million  Consumers/Residents 

•  1.2  Million  Canadian  Businesses    •  Opportunity  Seekers 

FREE  Catalog   Call  (4021 331-7169  or  write 
American  Business  Lists 

PO  Box  27347.  Depl  01-601  •  Omaha,  NE  68127 


Christmas  Items 


WHATHAPPENEDTOALLTHOSI 
NICE  LITTLE  TOYS  WE  USED  T( 
GET  AT  CHRISTMAS...?  mor 

than  200  items  and  many  under  $3.0 
are  in  the  NEW  STOCKINGFILLAty 
CATALOG!  -  Available  NOW  b? 
sending  $1  OOto:  StockingfillasDepv 
B2.  1491  Sheridan  Drive,  Buffalof 
NY  14217-1282 


Boats 


Our  1 0  year  track  record  has  introducec 
thousands  to  the  fastest  growing  fitness' 
sport  of  the  80  s,  with  seven  models  td 
choose  from  Call  or  write  today  for  free 
brochure  and  nearest  dealer. 

LITTLE  RIVER  MARINE  CO. 
P.O.  BOX  986-BW    Gainesville.  FL  32602 
800-247-4591  904-378-5025 


Capital  Available 


WE  HELP  FUND  IT  . .  . 
YOU  RUN  IT  . . . 

*  Alternative  venture  funding 

*  $100,000  to  $15,000,000 

*  Early  stage  ventures 

*  Expansion  capital 

*  Aquisitions 

VENTURE  PARTNERS 
INTERNATIONAL 
1  -800-888-4993 
880  Front  St.  #749,  Lahaina,  HI 


Retirement  Living 


RETIRE  TO  NC 

.  H 

Beautiful  golf  &  lake  homesites  ir 
one  of  North  Carolina's  finesi 
masterplanned  communities.  Only 
510,900  w/owner-assisted  financ- 
ing available.  Free  color  literature 

1-800-768-7358 


Inventors 


E 


Invention?     New  Product? 

Call  IMPAC 
for  free  information  kit. 
Toll  free:  in  USA/Canada 
1-800-225-5800,  (24  hours).  - 


Cable  TV 


CABLE  TV  DESCRAMBLERS 

CONVERTERS,  ACCESSORIES 

Name  Brands.  Lowest  Prices.  Best  Service 
For  FREE  16-page  color  catalog  call 

CAcBolmEpRaEnAvDY(800)  234-1006 


TO  ADVERTISE  IN  THE 
BUSINESSWEEK 
MARKETPLACE 

call:  31 2-337-3090  or 
Fax:312-337-5633 


FOR  AD  RATES 
<ND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 

II M  BUSINESS  J%  WEEK 

BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  6061 1 
FAX:  (312)  337-5633 

- 


Business  Services 


CUR  I TY  NEVER 
OKED  SO  GOOD 


D  WITH  YOUR  MONOGRAM 
:B  FROM  SOLID  BRASS 
(TABLE  COMBNATONS 
H  SECURITY  PROTECTS 
X3GAGE,  LOCKERS, 
DISPLAY  CASES 
OCRS  IN  PRESENTATION 
519  95  .  $3.95  SHIPPING 
IS  7*  N  J  SALES  TAX 

'OUR  3  INITIALS  IN  ORDER 
3 .  ONE  MONOGRAM  PER 
lER.VISA/MC-CHECK/ 
JONEY  ORDER  TO: 

ITATES  MARKETING  CORP. 
!R  RD..  f AIRFIELD,  N J  07004 
1-800-554-6465 


'J  AGIJAR 
/OCKSMITHS 


El  encyclopedia  of  Records 
h  itlon  contains  over  4,000 
W  Is  listings  with  retention  pe- 
lt) and  identifies  vital  records 
jri  :cords  that  could  be  mlcro- 
M  1.  Records  listings  are  bro- 
l«!  own  Into  over  20  business 
ii,  ons.  Contains  a  master  al- 
|jj  :Ucal  index.  Price:  $103. 
P  :  The  Records  Manage- 
Ill  Group,  Management  Con- 
n|  nts,  P.O.  Box  8320, 
li  ifield,  IL  60093. 


SEARCH  REPORTS 

1l  '8  academic  topics  available! 
5  $2  00  for  the  272-page  catalog 
C  m-wiitten  reports  also  available. 
RESEARCH  ASSISTANCE 

J  11322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
II  Free  Hotline:  800-351-0222 
(Calitornia:  213-477-8226) 


)  Phone  America  (TM) 

The  Leader  in  Turn-Key 
0/900  Audiotext  Systems". 
CC  approved  900#  and  ad  will 
ite  (tens  of)  thousands  (of  dollars) 
iu  can  do  the  same  To  register  for 
hone  America1™1  Advertising  sys- 
>mplete  with  900# .  1  -900-445-7499 
083,  100%  refundable  $24  95 
3  to  phone  bill)  


Financial  Services 


DEFINED  RATES,  INC. 

lesearching  the  lowest  current 
onally  issued  credit  card  rates  " 
w  Major  Credit  Card  Rates 

10.5%-15.96% 

nk  Issuers,  addresses,  phone  #'s, 
;  issued,  annual  fee,  interest  rate, 
plications  accepted  nationally 
LL  NOW  &  SAVE  INTEREST  $'s' 
0-988-9896  Ext.  854  -  $2.00/Min. 


DERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


Menswear/Fashion 


TALL  &  BIG  MEN 


Call  or  send  for  our 
FREE  CATALOG 

•  SHIRTS  TO  24"  NECK  &  40'  SLEEVE 
'  PANTS  TO  72"  WAIST  &  40"  INSEAM 
SHOES  FROM  SIZE  12  TO  16EEE 
100%  SATISFACTION  GUARANTEED' 

800  6786123 
gl-tinG  Sizes 

DEPT  2413  •  P.O.  BOX  9115 
HINGHAM  MA  02043 


MEN'S  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send  -  v 
for  FREE  " 
CATALOG 


The  Wiliest  Selection  of  the  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

Dept.  55D  Hingham,  MA  02043 


MODEL  CARS 

EWA  &  Miniature  Cars  USA  is  proud  to 
present  their  new  88  page  color  Summer 
catalog.  We  offer  the  largest  selection  of 
scale  model  automobiles,  automotive 
books  and  foreign  automobile  magazines 
The  catalog  is  $3  00,  and  refundable  with 
your  first  order, 

369  Springfield  Avenue,  Suite  1 1 1 
Berkeley  Heights.  NJ  07922 
Tel  (908)665-7811 
Fax  (908)  665-7814 


Computers /Office  Equipment 


inTmflRYmflc 


NDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

22511  KatyFwy  Katy  (Houston)  TX  77450 
1-713-392-0747  Fax  (713)  574-4567 


Collectables 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAMOND  BAR.  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714|  860-5137  •  1-800-747-3242 


Wine  Cellars 


WINE  CELLARS  by 

28  HANDMADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦  ma'oe  in  u  s  a 

FACTORY  DIRECT  TO  YOU  visadTs^°v7ramx 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Upright 

400 

S2495 

700 

Upright 

600 

2995 

296 

Credenza 

280 

2695 

114 

Compact 

114 

1395 

230 

Two  Doors 

230 

1795 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 
659 


Vinotemp  Int'l  ♦  1 34  W  1 3 1  si  St  (PO  Box  6 1 6 1 E)  ♦  Los  Angeles.  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719  9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 

rleasecall:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  BW19,  119  N  11th  St.,  Greenpoint,  NY  11211 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 
Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch. 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U.S. 
$16.50  along  with  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd.,  Suite  3 
Walnut,  CA  91789 
Tel:  (714)  598-7299 
Attn:  Mr.  Yale 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON.. 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
Hayward,  CA  94545 


ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Publishing 


BE  A  MEDIA  MOGUL 
START  A  NEWSLETTER 


Andrew   Harper  has  a 
job  most  people  can 
only  dream  about.  He 
writes  a  monthly  newsletter 
called    Andrew  Harper's 
Hideaway  Report   that  ex- 
plores exotic  retreats  around 
the  world.  To  get  material  for 
his  16,500  subscribers,  he 
travels  to  obscure  Pacific 
islands  and  quaint  Euro- 
pean inns.  And  he  publish- 
es from  his  Sun  Valley  (Ida- 
ho) home. 

With  working  conditions 
like  that,  no  wonder  so  many, 
people  want  to  publish  a 
newsletter.  Newsletters 
have  been  a  growing  force  in 
the  U.  S.  since  Willard  Kip- 
liriLivr  launched  his  Kip- 
linger  Washington  Letter  in 
1923.  But  the  business  has  ex- 
ploded in  recent  years,  thanks 
to  a  growing  appetite  for  spe- 
cialized information,  and  per- 
sonal computer  technology 
that  simplified  desktop  pub- 
lishing. Now  there  are  news- 
letters for  political  groups, 
windmill  owners,  herb  grow- 
ers, stressed-out  managers, 
you  name  it. 

HIGH  RISK.  Before  you  quit 
your  job  and  crank  up  your 
PC,  though,  understand  that 
newsletters  are  a  fickle  and 
risky  business.  More  than 
half  the  commercial  letters 
fail  in  the  first  year.  You're 
always  hustling  for  new  read- 
ers in  an  increasingly  crowd- 
ed field — 4,500  newsletters  to- 
day vs.  2,200  a  decade  ago, 
says  Frederick  Goss,  director 
of  the  Newsletter  Assn.  in  Ar- 
lington, Va.  And  while  start- 
up costs  are  much  lower  than 
for  magazines,  you  can't 
launch  a  newsletter  on  a  shoe- 
string. You  need  at  least 
$25,000  for  postage,  printing, 
mailing-list  rentals,  and  pro- 
motions. That  doesn't  include 
a  computer  setup,  salaries,  or 
other  operating  expenses. 


You  must  de- 
cide first  what  type 
of  newsletter  to  print, 
consumer  or  business.  Gener- 
ally, consumer  letters,  such  as 
those  on  health  or  hobbies,  re- 
quire subscribers  to  pay  out 
of  their  own  pockets  and  of- 
ten face  stiff  competition 
from  magazines.  That  keeps 
annual  subscriptions  down  to 
$30  or  $50,  vs.  $200  to  $300 
for  a  good  business  letter. 
The  economics  favor  higher- 
price  letters  that  target  small- 
er groups.  They  cost  less  to 
produce  and  have  higher  reve- 
nues per  subscriber. 


Start  with  a 
subject  you  know 
well.  Steer  away 
from  such  crowded  fields  as 
computers  or  investments  un- 
less you  discover  a  niche.  You 
can  find  what's  out  there  by 
perusing  such  guides  as  Hud- 
son's Subscription  Newslet- 
ter Directory  (914  876-2081) 
and  Oxbridge  Directory  of 
Newsletters  (212  741-0231). 
Price  and  frequency  of  publi- 
cation are  key.  If  the  only  let- 
ter in  your  field  is  a  bimonth- 
ly for  $300  a  year,  how  about 
a  weekly  for  $500? 
Beverly  Walker,  president 


of  newsletter  publ 
Atcom  in  New  Y 
suggests  talking  to  peop 
your  field  of  interest 
seminars  and  exhibit} 
Send  out  questionnaires, 
look  for  new  trends.  Sub 
of  recent  letters  include  c 
business  in  post-unified 
rope  and  high-definition  1 
Above  all,  develop  a  c 
simple  concept.  And  don 
afraid  to  charge.  Newsle 
in  information-hungry  f 
command  big  premiums 
eral  oil-industry  reports  i 
more  than  $1,000  a  year 
Now  the  acid  test:  Is  t 
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ience  for  your  letter? 
jood  mailing  lists  will 
u  here.  You  might  find 
list  of  likely  candidates 
ir  idea  doesn't  exist  or 
ur  targeted  audience  is 
row.  You  can  rent  lists 
X  at  $50  per  thousand, 
u  should  shoot  for  at 
.0,000  prospects.  You 
hire  a  list  broker  to 
ou  cull  lists  or  check 
rd  Rate  &  Data  Ser- 
lirect  Mail  List  Rates 
i,  available  in  libraries, 
r  LOGO.  Although  it 

0  produce  an  attractive 
the  goal  is  readability, 
istic  design.  Hire  a  pro- 

1  consultant  to  help  you 
a  layout  and  catchy 

'rinters,  such  as  News- 
services in  Washington, 
:an  also  help. 
.0,000  desktop  publish- 
up  can  help  you  design 
i-ready  copy,  allowing 
i  skip  typesetters  and 
lirectly  with  printers. 
pt  bogged  down  trying 
ster  computer  technol- 


ogy, though.  Consider  hiring 
a  desktop  publishing  service 
until  you  get  rolling. 

Most  newsletters  are  sold 
by  direct  mail.  So  you  will 
need  to  put  together  a  pack- 


You  should  get  enough  sub- 
scriptions initially  to  cover 
your  costs.  Typically,  a  sam- 
pling of  10,000  homes  might 
yield  a  1%  positive  response, 
or  100  subscribers. 


may  have  to  update  your  con- 
cept periodically.  Atcom's  Un- 
dercurrent, a  $58-a-year 
monthly  for  deep-sea  divers, 
originally  focused  on  diving 
gear.  But  readers  grew  less 


NEWSLETTER  PUBLISHING:  HOW  TO  BEGIN 

H  Start  with  a  simple  idea  you  can  explain  in  less  than  50  words 
Hi  Consider  a  developing  field  or  highly  specialized  subject. 
Check  newsletter  directories  to  make  sure  someone  else  didn't 
get  to  your  idea  first 

El  Find  mailing  lists  of  prospective  readers,  either  through  a 
■I  list  broker  or  directory.  If  you  can't  fmd  a  list  that  targets 
a  likely  audience,  consider  another  idea 

H  Send  potential  subscribers  detailed  letters  and  bro- 
wm  chures.  Offer  free  trial  subscriptions  or  first-time 
discounts.  Mail  releases  to  trade  groups  and  publications 


age  of  promotional  materials, 
which  might  include  a  descrip- 
tive letter  and  brochure,  an 
order  card,  and  a  return  enve- 
lope. You  might  offer  a  free 
issue,  short  trial  subscription, 
or  a  money-back  guarantee. 


Don't  expect  profits  to 
come  quickly.  It  took  Harper 
four  years  to  cultivate  enough 
loyal  subscribers  to  make 
money  on  his  newsletter, 
which  now  fetches  $90  a  year. 
To  keep  readers  happy,  you 


interested  as  equipment  im- 
proved. So,  it  began  including 
more  reviews  on  popular  div- 
ing spots.  Finding  fresh  ideas 
isn't  easy.  But  once  you  do, 
newsletters  are  a  nice  way  to 
make  a  living.         Mark  Ivey 


e  recession  and  the 
lerger  binge  that  pre- 
eded  it  have  forced 
professionals  to  work 
;  the  realm  of  tradition- 
loyment.  Instead  of  be- 
a  payroll,  they  sell 
kills  to  corporations  for 
as  independent  contrac- 
md  as  such,  they  gain  a 
sr  of  tax  advantages. 
Congress  and  the  Inter- 
tevenue  Service  are 
lg  that  many  of  these 
yled  workers  and  the 
nies  that  engage  them 
ading  taxes, 
an  independent  contrac- 
>u  can  deduct  almost  all 
ur  business  expenses, 
an  sock  away  more  tax- 
ed savings  than  regular 
■ate  employees,  through 
gh  plan.  And  the  compa- 
ou  work  for  can  avoid 
I  payroll  taxes — which 
vould  incur  if  they  had 
yees  doing  your  job. 
'  scrutiny.  But  just  be- 
you  are  off  the  payroll 
't  mean  you  escape  the 
definition  of  employee, 
lain  issue  is  control.  The 
ants  to  know  if  you  are 
in  your  own  business  or 
ler  you're  under  the  con- 


Taxes 


ON  YOUR  OWN?  MAKE  SURE 
THE  IRS  SEES  IT  THAT  WAY 


trol  of  an  employer.  Congress 
claims  the  government  loses 
$1.5  billion  a  year  in  tax  reve- 
nue from  3.4  million  misclassi- 
fied  workers.  So  this  year,  the 
IRS  is  boosting  the  number  of 
payroll  audits  by  50%  to  fer- 
ret out  violators,  says  Hal 


Daub,  principal  with  Deloitte 
&  Touche  in  Washington. 

If  you  consider  yourself  an 
independent  contractor,  it's 
important  to  make  sure  you 
fit  the  legal  definition.  "A  lot 
of  times,  individuals  leave  cor- 
porations and  then  are  re- 


tained as  consultants,  but 
they  still  have  an  office  where 
they  worked  before,"  notes 
Don  Rocen,  a  tax  expert  with 
Coopers  &  Lybrand  in  Wash- 
ington. That  may  not  wash 
with  the  IRS.  "It  doesn't  ap- 
pear as  if  they've  changed 
their  position  any,"  he  says. 

The  IRS  uses  a  long  check- 
list to  determine  whether 
someone  is,  in  fact,  an  inde- 
pendent contractor.  Among 
its  criteria: 

■  You  should  work  for  a 
number  of  companies,  not  just 
for  your  former  employer. 

■  You  should  be  paid  by  the 
project,  not  by  the  hour. 

■  You  should  rent  separate 
office  space. 

■  You  should  not  rely  on  your 
client's  staff. 

■  You  should  maintain  your 
own  set  of  books. 

If  you're  worried  about  be- 
ing in  violation,  ask  your  ac- 
countant or  lawyer  for  a  copy 
of  IRS  Revenue  Ruling  87-41. 
Meanwhile,  it's  a  good  idea  to 
write  your  client  a  letter  con- 
firming the  nature  of  your  as- 
signment. That  way,  you  both 
have  a  record  of  your  work- 
ing relationship  if  the  IRS 
comes  calling.      Stuart  Weiss 
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Electronics 

BULBS  THAT 
WON'T  CHARGE 
UP  YOUR  BILLS 


The  short,  glowing  tube 
of  light  emanating  from 
a  stubby  base  looks  like 
a  miniature  version  of  Darth 
Vader's  laser  sword  in  Star 
Wars.  But  it's  merely  the  hot- 
test— no,  the  coolest — thing  in 
energy-efficient  lighting. 
Called  compact  fluorescent 
bulbs,  they  offer  such  poten- 
tial for  conserving  energy  at 
home  that  at  least  one  utility 
gave  them  away  free. 

"Cutting  the  electric  bill  is 
important,"  says  Lewis  Itkin, 
a  wine-merchant  who  spaced 
five  bulbs  across  the  high  ceil- 
ing of  the  garage  at  his  home 
in  Lyme,  N.  H.  "But  I  like  the 
idea  that  they'll  last  for  10 
years,  so  I  won't  have  to 
climb  up  to  change  a  burned- 
but  bulb  every  few  months." 

Originally  designed  for  in- 
dustrial use,  the  bulbs  have 
two  parts.  A  base  that  fits  a 


standard  screw-in 
socket  holds  the 
ballast,  or  "start- 
er," needed  to  get 
a  fluorescent  lamp 
glowing.  The  light 
comes  from  one  or 
two  short  lengths 
of  thin  tubing  bent 
into  a  U-shape  so 
both  ends  plug  into 
the  base.  Some 
makers  put  a 
translucent  globe 
over  the  tubes. 
payoff.  A  bulb 
with  two  5-inch  U- 
tubes  uses  just  18 
watts  of  electricity 
but  is  as  bright  as 
a  regular  75-watt 
incandescent  bulb. 
And  with  new  6- 
inch  tubes,  such 
manufacturers  as 
General  Electric, 
GTE  Sylvania,  and 
Philips  offer  27- 
watt  bulbs  as  bright  as 
watt  incandescents. 

The  reduced  wattage  makes 
for  dramatic  savings  over  a 
bulb's  10,000-hour  lifetime  (vs. 
750  to  1,000  hours  for  incan- 
descent bulbs).  At  10$  per 
kilowatt  hour,  says  Sylvania, 


COMPACT  FLUORESCENT  BULBS  BURN  FOR  10,000  HOURS 


100- 


an  18-watt  compact  bulb  cuts 
your  electric  bill  by  $57. 

Be  prepared,  though,  for 
sticker  shock  if  you  want  to 
aim  for  such  savings.  The 
bulbs  typically  cost  $15  to  $25. 
To  convince  customers  of  the 
long-term  payoff,  Consolidat- 


ed Edison  in 
York  gave 
100,000  sa 
last  spring, 
other  utilities 
offered  bulb 
as  little  a 
When  Pacifi< 
&  Electric 
Francisco  ch 
$7.50  and  $! 
received  "a 
reaction  and  < 
for  57,000 
spokesman  s. 

Along  wit; 
high  initial 
the  bulbs'  u 
shape  and  siz 
be  problems, 
may  not  fit  1 
shaped  or  c 
fixtures,  or  in 
wire  lamp 
frame.  Also 
all  fluores 
they  won't 
with  dimmer 
some  early  drawback 
gone.  The  new  bulbs  co 
instantly — no  startup 
ers — and  their  phosphor 
ed  tubes  give  off  a  wan 
ored      glow  like 
incandescent  bulb's,  with 
heat.  Don 


I 


As  a  careful  investor,  you 
have  probably  studied 
mutual-fund  prospectuses  to 
find  funds  with  growth  or  in- 
come objectives  matching 
yours.  But  chances  are  such 
terms  as  "conservative," 
"speculative,"  or  "above-av- 
erage risk"  left  you  puzzled. 
Just  how  conservative?  How 
speculative?  And  what's  av- 
erage risk,  anyway? 

Enter  the  beta — a  risk  des- 
ignation becoming  so  com- 
mon among  portfolio  manag- 
ers that  the  Securities  & 
Exchange  Commission  is 
pondering  whether  funds 
should  note  it  in  the  prospec- 
tus. A  beta  is  a  measure  of  a 
fund's  riskiness  that's  ex- 
pressed as  follows:  1.00,  1.25, 
.85,  or  the  like.  The  number 
is  derived  from  two  factors: 
the  fund's  volatility  over  a 
period  of  years  and  its  corre- 
lation with  the  movement  of 
the  broad  stock  market. 

The  fund-vs.-market  rela- 
tionship is  what  makes  the 


Smart  Money 

TAKING  THE  MEASURE 
OF  A  MUTUAL  FUND'S  RISK 


beta  a  significant  indicator — 
useful  along  with  net  asset 
value,  dividends,  and  other 
factors  in  choosing  a  fund. 
Analysts  calculate  betas  with 
a  formula  that  sets  1.00  as  a 


Analysts  use  a  figure 
called  a  beta  to  gauge 
a  fund's  volatility 


base  for  the  market.  So  if  a 
fund's  beta  is  1.00,  it  will,  on 
average,  move  with  the  mar- 
ket— rising  10%  if  the  mar- 
ket rises  10%,  for  example. 

A  fund  with  a  beta  of  1.5 
is  50%  more  volatile  than  the 


market:  A  10%  rise  in  the 
market  might  foster  a  15% 
gain  in  the  fund;  a  10%  mar- 
ket decline,  a  15%  drop  in  the 
fund.  A  beta  below  1.00  indi- 
cates the  fund  is  less  likely 
to  rise  as  high  as  the  market 
does,  but  shouldn't  fall  as 
hard  if  the  market  tumbles. 
market  watch.  Astute  in- 
vestors know  the  past  is  no 
guarantee  of  future  perfor- 
mance. And  betas  are  most 
useful  in  gauging  risk 
among  diversified  equity 
funds — not  international  or 
gold  funds,  utility  funds,  and 
others  whose  volatility  may 
be  unrelated  to  the  market's. 

Keeping  that  in  mind, 
here's  how  a  beta  can  figure 
into  an  investment  decision. 


For  a  short-term  investor 
it  might  seem  risky  to  ch 
a  fund  with  a  history  of  1 
price  swings.  But  if  its 
indicates  the  fluctuat 
more  or  less  parallel 
market's — and  if  you 
confident  the  market  is  h 
ed  up — you  could  cone 
the  risk  is  worth  taking. 

Helpful  as  a  beta  can 
not  all  managers  order 
the  calculation.  "We  d 
use  them,"  says  a  spokes 
son  for  Invesco's  Finai 
Funds,  "because  some  fi 
use  the  S&P  500  as  a  b 
others  use  the  Dow,  and 
ers  use  their  own  ind 
But  you  can  check  m 
funds's  betas  in  such  gu 
as  The  Individual  Invest 
Guide  to  No-Load  Mut 
Funds  ($24.95,  312  280-0 
or  the  biweekly  Mut 
Fund  Values  ($55  for  t\ 
months,  800  876-5005).  Or 
the  fund's  800  number  j 
also  supplies  its  price 
earnings  data.       Don  D'i 
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THERE  WHEN 
IT  COUNTS. 


138  years  of  claims  paid. 

138  years  of  dividends  paid. 

138  years  of  meeting  our  obligations 
to  our  insureds,  our  employees,  our 
distributors  and  shareholders.  ' 

It's  a  record  of  rare  strength  in  these 
days  of  "here-today-gone-tomorrow" 
companies.  And  it's  a  record  we  are 
well  positioned  to  continue  with  a  $9.3 
billion  investment  portfolio,  one  of 
the  highest  quality  portfolios  in  the 
industry. 

Eighty-four  percent  of  the  assets  in 
our  portfolio  are  fixed  maturity  invest- 
ments with  an  average  quality  of  AA+. 
Common  stocks  represent  8  percent. 
Only  2  percent  of  our  investments 
are  in  mortgage  loans.  And  less  than 
1  percent  of  our  portfolio  is  below 
investment  grade  (junk  bonds). 

Continental -confident,  stable 
and  there  when  it  counts.SM 


Continental 


Li 
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Art 


A  CHILD'S  GARDEN 
OF  ART  BOOKS 


Children  love  to  play  art- 
ist. Yet  too  often  kids 
don't  move  on  to  the 
next  step — learning  about  the 
world  of  art — especially  now, 
with  skimpy  school  budgets 
sacrificing  nonessential  sub- 
jects. But  there's  a  remedy:  a 
palette  of  books  in 
troducing  chil- 
dren to  art. 
These  hand- 
some volumes 
spark  curios- 


crated  Treasury  of  Songs 
(National  Gallery  of  Art/Riz- 
zoli,  $19.95)  presents  words, 
music,  and  a  work  of  art  for 
56  songs.  Its  tunes  are  better 
than  the  Met's 
but  there 
are  no  com- 
mentaries. 

Children 
over  the  age 
of  four  can 
earn  about 


YOUNG  AESTHETES:  FROM  THE  ABCs  TO  MEDIEVAL  MANUSCRIPTS 


ity  and  creativity,  and  may  in- 
spire budding  Picassos. 

One  is  never  too  young  to 
start.  Begin  with  the  ABCs — 
and  Alphabet  Animals  (Riz- 
zoli,  $15.95).  For  each  letter,  it 
pairs  a  brief  poem  with  a 
work  of  art  and  adds  a  few 
lines  about  the  artist.  First 
Words  and  First  Shapes 
(Abrams,  $16.95  each)  use 
artworks  to  depict  such  basics 
as  a  boy,  a  hat,  a  crescent, 
and  a  heart  in  five  languages. 

You  can  also  open  the 
studio  door  with  song- 
books.  The  Metropolitan 
Museum  of  Art's  volume, 
Go  In  and  Out  the  Win- 
dow (Henry  Holt,  $16.95), 
gives  words  and  music  for 
61  childhood  songs.  A  paint- 
ing accompanies  each — a 
Grandma  Moses  scene  for  We 
Gather  Together,  for  exam- 
ple— and  there's  a  brief  pas- 
sage on  each  work.  An  Illus- 


the  fundamentals  of  art  with 
a  new  series  from  New 
York's  Museum  of  Modern 
Art:  Lines,  Colors,  Shapes, 
and  Stories  (Delacorte,  $14 
each).  Each  book  explores  the 
title  concept,  using  MOMA 
paintings  by  such  artists  as 
Hopper  and  Rousseau.  Colors 
describes  the  emotions  that 
colors  can  evoke,  while  Lines 
tells  how  zigzags,  curves,  and 
the  like  con- 
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vey  meaning.  Notes  help  the 
adult  transmit  the  broad  mes- 
sage: Look  at  paintings;  see 
the  stories  they  tell. 

That's  also  the  theme  of 
Come  Look  With  Me:  Enjoy- 
ing Art  with  Children 
(Thomasson-Grant,  $12.95), 
written  for  kids  five  and 
up.  It  presents  a  dozen 
paintings,  ranging  from 
Holbein's  16th-century 
portrait  of  one-year-old 
Edward  VI  to  Picasso's 
1938  abstraction  of  his 
daughter.  For  each,  it 
gives  a  brief  bio  of  the 
artist  and  questions  to 
stimulate  discussion. 
Viewing  Edward  VI, 
you  might  ask  what 
he's  looking  at. 

The  16-book  Art  for 
Children  series  (Har- 
perCollins, $11.95  each)  dwells 
on  one  artist  in  each  volume. 
These  meaty  books,  entitled 
Paul  Gauguin,  Henri  Ma- 
tisse, and  so  on,  begin  with 
one-page  biographical  ac- 
counts, then  spend  a  page 
each  explaining  the  artist's 
key  paintings.  To  make  the 
books  inviting,  the  text  seems 
to  have  been  hand-written. 

A  Weekend  with  Renoir 
(Rizzoli,  $16.95)  takes  a  simi- 
lar approach  but  is  far  more 
charming.  Renoir  himself  ex- 
plains how  and  why  he  paints, 
and  how  the  Impressionists 
were  ridiculed.  Part  of  a  new 
series  for  kids  6  to  10  that 
this  year  also  includes  Picas- 
so, these  books  tell  less  about 
specific  paintings  and  more 
about  the  artist's  milieu.  They 
also  say  where  to  see  the 
paintings  cited  and  others  by 
the  artist.  For  the  same  age 
group,  there's  a  straightfor- 
ward series  on  women  artists, 
starting  with  Rosa  Bonheur 
and  Georgia  O'Keeffe  (Little 
Brown,  $15.95). 
red  hot.  Kids  8  to  10  can  get 
an  introduction  to  art  history 
in  Picture  This:  A  First  In- 
troduction to  Paintings 
(Doubleday,  $14.95),  which 
explores  24  works  from  me- 
dieval manuscripts  to  ab- 
stract art.  For  each,  there 
are  two  illustrated  pages  of 
background  plus  discus- 
sion questions. 

By  age  10,  children 
are    ready    for  more 


substance.  The  new  biofl 
cal  First  Impressions 
(Abrams,  $18.95  eacfl 
worth  a  try.  These  KB 
books  on  da  Vinci,  Cfl 
Cassatt,  Wyeth,  Monett 
Picasso  reproduce  theijli 
terworks  beautifully. 


The  Paiyiter's  Eye: 
ing  to  Look  at  Con 
rary  Art  (Delacorte, 
also  aimed  at  kids  10  i 
The  book  explores  the 
pies  of  postwar  Amerk 
often  through  actual 
sations  with  artists.  It 
readers  step-by-step  th 
an   analysis   of  pain 
Wayne  Thiebaud's  Fm 
Dogs  is  shown  to  be  a  ' 
phor  for  the  energetic 
of  America,"  for  examp 

These  books  have  a  sj 
value — spurring  museui 
its.  Before  you  go,  there 
last  offering:  the  worl 
style  Let's  Go  To  Tht 
Museum  (Abrams, 
Once  there,  as  the  four 
books  implore,  "Enjoy  k 
together!"      Judy  Dobr, 


Worth  Noting 

■  test  buy.  To  make  car 
ping  easier,  Autolntelli 
(800  445-6111)  offers  its 
prehensive  New  Car  R 
with  current  perform 
safety,  and  cost  data — a 
views.  The  $25  report  a 
in  two  days. 

■  junk  shop.  Investor! 
get  tips  on  buying  n 
junk-bond  mutual  funds™ 
free  report  from  the  Ins;< 
for  Econometric  Resrtj 
(800  327-6720).  It  rates  1 
on  quality  and  shows  h.W 
cal  performance. 


personal  m 


i-owet; 


If  your  company  is  expanding  or  relocating, 
you  already  know  that  the  best  people  to 
talk  to  are  at  the  electric  utility  company.  And 
for  most  of  Arizona,  that  company  is  Arizona 

Public  Service. 

Our  Economic  Development  Department 

offers  your  company  an  opportunity  to 
save  valuable  time  and  money.  We  will  provide 
a  confidential  analysis  of  sites  in  and  around 
Arizona.  You'll  be  able  to  compare  cities  on 
subjects  such  as  the  work  force,  taxes, 
transportation  and,  of  course,  utility  costs. 

More  importantly,  we  also  know  the 
people  in  power  at  the  local  level.  We  can  help 
open  doors,  make  friends  and  introduce  you 


to  the  city  officials  who  can  help  you  with  any 
questions  you  might  have,  from  planning  and 
zoning  to  environmental  issues.  We  are  also 
completely  objective  about  these  cities,  because 
we  are  equally  committed  to  the  business 
interests  of  all  the  communities  we  serve. 

Lastly,  we  provide  you  with  the 
continuous  experience  of  a  company  that  has 
served  this  state  from  the  time  it  was  still  a 
territory.  So  no  one  knows  the  territory  quite 
like  we  do. 

Contact  Ben  Warren  at  the  Arizona  Public 
Service  Economic  Development  Dept.,  P.O.  Box 
53999  M/S  8612,  Phoenix,  AZ  85072-3999. 
Call.  (800)  423-0198,  Fax:  (602 )  250-3360. 


UNFORTUNATELY 

THE  MID 
A  MAN  S  HEART 

REALIYIS 

THROUGH  HIS 

STOMACH. 


*>> 

X5 

i 

- 

40 

While  your  cooking  was  Fortunately,  you  can  help  call  1-800-EAT-LEAN. 

supposed  to  help  you  win  reduce  your  risk  simply  by  eating         Don't  let  yourself  be  counted 

someone's  heart,  it  may  also  a  low-fat  diet  containing  lots  of  among  the  thousands  of 

help  you  destroy  it.  fruits  and  vegetables,  whole  people  every  year  who  literally 

Because  a  diet  thafs  too  grain  foods,  lean  meats,  fish,  eat  their  hearts  out. 

high  in  fat  may  increase  the  risk  poultry  and  low-fat  dairy  products.       —  «T  |  r  1 II 

of  heart  disease  as  well  as  cer-  For  a  free  booklet  on  how  |Bllf1f1"F  AT"I  FAN 


tain  kinds  of  cancer.  to  reduce  the  fat  in  your  diet, 

A  public  service  message  from  The  Henry  J  Kaiser  Family  Foundation 
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Fne  only  pointer  you'll  need 
on^Mnaows  Computing. 


The  Microsoft'  Windows"  graphical 
ironment  has  become  incredibly  popular. 

And  not  surprisingly  the  best  way  to 
around  the  Windows  environment  and 
)lications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
:he  field,  so  to  speak,  you  could  say  it's 
:ome  an  industry  standard.  In  fact,  it's 
in  so  well  received,  it  has  even  won  the 
'  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality. 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Microsoft 


Microsoft  Corporation  Ail  rights  resenvd  Printed  in  the  USA  Inside  the  50  United  States,  (all  (800)  5411261,  Dept  R06.  outside  the  50  United  Slates,  call  (206)  936-8661  Customers  m  Canada,  call  (416)  568-3503  Microsoft  and  the 
I  logo  are  registered  trademarks  and  Making  it  all  make  sense,  tfie  Microsoft  Mouse  design  and  Window  are  trademarks  of  Microsoft  Corporatum  The  Microsoft  Mouse  design  is  protected  by  US  Design  Patent  No  302.426 


The  press: 
fiill  court 


one-on-one 


Charging.  Dodging.  Challenging. 
Guarding.  One  side  on  the  offensive. 
One  side  on  the  defensive. 

When  the  press  faces  off  against 
public  figures,  it  sometimes  seems  like 
a  sporting  event.  But  it's  more  serious 
than  that.  Because  often,  at  the  heart 
of  the  issue  is  the  First  Amendment. 
And  its  guarantees  of  a  free  press. 

Some  say  the  rights  of  the  press 
should  be  taken  away.  They  say  the 


press  goes  too  far.  Sometimes  even  the 
press  questions  how  far  is  too  far. 

Others  say  the  rights  of  the  press 
protect  the  rights  of  the  people.  Your 
right  to  be  informed  about  things  that 
affect  your  life  and  your  right  to  decide. 

The  debate  will  continue. 

But  one  thing  is  for  sure.  You  won't 
always  agree  with  what  the  press  has 
to  say. 

And  it's  your  right  not  to. 


To  learn  more  about  the  role  of ; 
free  press  and  how  it  protects  your 
rights,  contact  the  First  Amendmer 
Center  at  1-800-542-1600. 

If  the  press 
didn't  tell  us, 
who  would? 

I 

A  public  service  message  ol  The  Ad  Council  and  Fhc  Society  of  Professional  Journalists.  (■ 
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V  BUILD  THE  COUNTRY'S 

BEST  EDUCATED  WORK 
ORCEjYOU  HAVE  TO  START 
AT  THE  BEGINNING. 


It's  easy  to  see  why  Fairfax 
ity  public  schools  are  considered 
lg  the  best  in  the  country.  Over  half 
dults  who  live  here  are  college 
lates.  More  than  20,000  hold  Ph.D.s. 

They  insist  that  the  public 
ols  prepare  their  children  for  life, 
they  mean  business. 

That's  why  the  elementary 
ols  offer  a  Japanese  immersion 
ram.  The  goal  is  to  make  students 
it  in  Japanese  by  junior  high, 
by  adulthood,  more  competitive 
orld  trade. 

That's  why  the  Thomas  Jeffer- 


son High  School  for  Science  and  Tech- 
nology has  worked  to  become 
one  of  the  leading  math  and  science 
magnet  schools  in  the  country. 

That's  why  companies  like 
TRW  Mobil,  and  Electronic  Data  Sys- 
tems actively  participate  in  the 
school-business  partnership  program. 

That's  why  85%  of  our  high 
school  seniors  take  the  SATs.  And  why 
over  90%  of  our  graduates  go  on  to  some 
form  of  higher  education. 

Want  to  learn  more?  Call  us  or 
send  in  the  coupon. 

You're  in  for  an  education. 


FAIRFAX  COUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


~1 


Name  

Title  

Company, 
Address 

City  

Phone  


_State_ 


_Zip_ 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard,  Suite  450,  Vienna  Virginia  22182 
Telephone  (703)  790-0600  Fax  (703)  893-1269.  RW, 
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Turn  your  excess  inventory  into 
a  substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 


Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can  mean 
a  generous  TAX  WRITE  OFF  for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 

EL 

P.O.  Box  3021,  Glen  Ellyn,  IL  60138  FAX  (708)  690-0565 
Excess  inventory  today... student  opportunity  tomorrow 


1 
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ix  to  Companies 

gives  the  starting  page  for  a  story  or  fea- 
i  significant,reference  to  a  company.  Most 
;s  are  indexed  under  their  own  names, 
s  listed  only  in  tables  are  not  included. 


Straus  28 
>7 

irlines  98 
hfield  86 


■rica  86 
(England  102 


oup  91 

^/Firestone  40 
Coat  Factory  28 
Industries  114 


ESPN  98 
F 


Federated  Department 
Stores  28 

Fiat  46 

Fieldcrest  Cannon  114 
Fox  98 

France  Telecom  108 
FSO  46 


3olf  71 
2 

40 

3nufacturing  86 
d  78 

31 

ealth  Electric  86 

Associates 
5nal  40 

ted  Edison  122 

i\  40 

06 


GE  122 

General  Cinema  102 

Genta  97 

GAA  46,  89,  92 

Good  Guys  30 

Goodyear  40 

Groupe  Bull  46 

GTE  112,  122 

G.T.  Global  Financial 
Services  51 

H 


Harcourt  Brace 
Jovanovich  102 

Heller  Seasonings  & 
Ingredients  40 

Herman  Miller  54 

Honda  47,  86,  89,  128 

Hospital  Corp.  of 
America  66 

Houston  Industries  104 


jdson  28 
cess  108 
is  114 
Textile  114 

I 

40 


IBM  108 

Intersport  98 
Isuzu  89 


Johnston  Coca-Cola 
Bottling  31 

JPS  Textile  Group  114 

JVC  47 

J.  Walter  Thompson  5 


K  mart  28,  106 

Kiso  Chemical  97 

Klever  Kart  97 

Kraft  General  Foods  86 

Kroger  102 


LA.  Gear  78 
Levi  Strauss  1 14 
Lifetime  Products  106 
Liz  Claiborne  114 
Louisiana  Pacific  38 

M 


Macy(R.H)  28 

Maruki  48 

Maruko  47 

Mattel  30 

Maxx  (T.J.)  28 

MCI  108 

Medical  Care 
International  66 

Merrill  Lynch  51 

Michelin  40 

Microsoft  40 

Milliken  114 

Minnesota  Mining  & 
Manufacturing  59 

Mitsubishi  47,  89,  128 

Mitsui  48 

Motorola  112 

N 


National  Health 
Laboratories  106 

NEC  47 

New  England  Electric 
System  86 

Newsletter  Services  120 

Nike  78,  106 

Nintendo  30 

Nippon  Telegraph  & 
Telephone  108,  1 12 

Nissan  47 

Northwest  Airlines  5 

NWA  43 


Resorts  International  102 
Roche  Biomedical  106 


Salant  114 
Salomon  100 
Sears  Roebuck  106 
Sega  30 

Simpson  Investment  38 
SmithKline  Bioscience  106 
Sony  59 

Southern  California 
Edison  86,91 

Southland  102 

Springs  Industries  114 

Stevens  (J.P.I  114 

Surgical  Care  Affiliates  66 

Suzuki  89 


Texas  Instruments  91 

The  Limited  114 

Thomaston  Mills  1 14 

Tokyo  Steel 
Manufacturing  47 

Toys  'R'  Us  30 

Trans  World  Airlines  102 

Trefoil  Capital  Investors  78 

Turner  Broadcasting 
System  97,  98 

Tyco  Toys  30 

u 


Offshore  Logistics  66 
P 


Pacific  Gas  &  Electric  86, 
122 

Pansophic  Systems  40 
Penney  (J. C.)  28 
Pespi-Cola  31 
Petroleum  Helicopters  66 
Philadelphia  Electric  104 
Philips  30,  122 

Q 


U.S.  Sprint 
Communications  108 

Unifi  114 

Unilab  106 

Ursus  46 


VF  114 

Videocart  97 
Videoton  46 

W 


Wal-Mart  106,  1 14 
Walt  Disney  98 
West  Point-Pepperell  114 
Wisconsin  Electric  86 


Quaker  Oats  40 
R 


Reebok  78 


Xoma  40 
Y 


Yountville  Clothes  for 
Children  28 


Take  A  Closer 
Look  ••••••• 


And  See  Why  

South  Carolina 

Ranks  As  One  Of  The 
Nation's  Top  Ten 

Locations  For  

Manufacturing. 

For  a  free  Prospectus  contact: 


Palmetto  Economic  Development  Corporation 
Rcpreserarng  Central  Eleam  Cooperative  and  Same  Cooper 
1201  Main  Street,  Suite  1 7 10  ♦  Columbia,  SC  29201-32 13 
Phone<803)  254-9211  ♦  FAX  (803)  771-0233 


1-800-CALL-EDF 
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vestment  Figures  of  the  Wee 


ITARY 

market  boomeranged, 
rst  on  Aug.  29's  weak 
income  reports  and  drop 
.  the  next  day  when 
loods  orders  proved 
nger  than  expected.  The 
ket's  gyrations  led  to  a 
equities.  Still,  the  Dow 
/e  3000,  and  the  dam- 
:onfined  mainly  to  large- 
jtion  stocks.  One  excep- 
BM,  which  bucked  the 
I  climbed  over  $4  during 

Overseas,  the  Japanese 
h  stock  morkets  made 


Aug.29-Sept.4 
 405 


BONDS 

Aug.  Feb. 


Aug      Aug  29-Sept  4 


THE  DOLLAR 

Aug.  Feb. 


Aug. 





Lehman  Brothers 
Treasury  Index 


Aug  28-Sept.4 

 90 


J. P.  Morgan 
Index 


1  -week  chonge 

-1.7% 


52-week  change 
+8.4% 


1  -week  change 
-0.1% 


52-we 
+3.9°/ 


1  -week  change 

-0.1% 


KET  ANALYSIS 


OCKS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

it5  INDUSTRIALS 
PANIES  (Russell  1000) 
)MPANIES  (Russell  2000} 
PANIES  (Russell  3000) 

3008.5 
204.3 
1 77.3 
217.2 

-1.5 
-16 
-0  5 
-1.6 

14.5 
219 

26.7 
22.2 

90-DAY  TREASURY  BILL  YIELD 
10-YFoR  TRFAMIRY  ROKID  YIFID 
S&P  S00  DIVIDEND  YIELD 
S&P  S00  PRICE/EARNINGS  RATIO 

5  49% 
8.06% 
3.1% 
20.0 

5.45% 
8.06% 
3.1% 
20.3 

7.6% 
9.0% 
3.6% 
15.2 

N STOCKS 

Latest 

%  (hange  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

week 

o^-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

380  2 
54.6% 
0  51 

2.56 

379,3 
53.7% 
0  40 
2.50 

Positive 
Negative 

Positive 
Negative 

(FINANCIAL  TIMES  100) 
4IKKEI  INDEX) 
)  (TSE  COMPOSITE) 

2664.6 
22,402.7 
3486  9 

1.5 
3.6 
-1.0 

23.8 
-7.0 
4.6 

USTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

VEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

S 

12.8 

83.0 

NIKE 

16  0 

51.9 

49  3/4 

ALTY  RETAILERS 

10.3 

48  3 

PRICE 

22  5 

9  2  5 

64 

F.  WARES 

8.2 

62.4 

NEWELL 

14  6 

62.5 

42  Vi 

J.TMENT  STORES 

7.8 

47.5 

DAYTON  HUDSON 

1 .1  8 

35.2 

76  3/4 

)NAl LOANS 

7.8 

53.0 

HOUSEHOLD  INTERNATIONAL 

8  1 

63  2 

56  '/2 

VEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

NES 

-7.0 

24  7 

DELTA  AIR  LINES 

-10  8 

17.0 

66  3/s 

MINING 

-6.5 

-28.3 

PLACER  DOME 

-8.8 

-34  5 

11  5/e 

MOBILES 

-5.7 

-8.1 

CHRYSLER 

-10.3 

-10  3 

12 

KING 

-5.4 

39  8 

ROADWAY  SERVICES 

-8.2 

50.4 

47  Vi 

'  LIMITATION 

-5.0 

49  3 

HEWLETT-PACKARD 

-5.5 

49.1 

52 

UAL  FUNDS 


RS 

ek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

NHEIMER  GLOBAL  BIO-TECH 

OMAN  0CEAN0GRAPHIC  TECHNOLOGY 

TG0MERY  SMALL  CAP 

13.1 
1 1.6 
8.4 

STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
DFA  JAPANESE  SMALL  COMPANY 

-14.7 
-13.6 
-10.9 

[  total  return 

% 

52-week  total  return 

% 

NHEIMER  GLOBAL  BIO-TECH 
CAPITAL  DEVELOPMENT 
.ITY  SELECT  BIOTECHNOLOGY 

86.8 
80.8 
79.7 

STRATEGIC  INVESTMENTS 

RUSHM0RE  PRECIOUS  METALS  INDEX  PLUS 

STRATEGIC  SILVER 

-32.5 
-31.9 
-30.8 

H  S&P 500 

4-week  total  return 


MORNINGSTAR  INC 

■Hi    Average  fund 
52-week  tolal  return 


TIVE  PORTFOLIOS 


amounts 

ent  the  present 

of  $10,000 

id  one  year  ago 

i  portfolio 

tages  indicate 
y  total  returns 


U.  S. stocks 
$12,253 

-0.43% 


J. 

JL 

Treasury  bonds 
$11,923 

+1.12% 


Foreign  stocks 
$10,602 

+2.73% 


llll 


Money  market  fund 
$10,582 

+0.11% 


DATA  RESOURCES  INC 


IP 

Gold 
$9,019 

-1.41% 


on  this  page  are  as  of  market  close  Wednesday,  September  4,  1991,  unless  otherwise  indicated-  September  3.  Mutual  fund  returns  are  as  of  August  30  Relative  portfolios  ore  volued  as  of  September  3 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close        A  more  detailed  explanation  of  this  page  is  available  on  request 
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MAKING  EVERY  GALLON 
OF  GAS  COUNT 


■J  n  the  struggle  to  use  energy  more  efficiently,  a  quiet 
I  revolution  is  under  way.  Using  energy-efficient  equip- 
H  ment  and  benefiting  from  regulatory  incentives  for  util- 
ities to  save  electricity,  many  companies  have  discovered 
that  minimizing  the  high  economic  and  environmental  costs 
of  energy  by  using  less  makes  them  more  competitive  (page 
86).  Indeed,  this  conservation  power  has  transformed  the 
utility  industry  from  purveyors  of  megawatts  into  mar- 
keters of  "negawatts,"  or  saved  energy. 

There  is  still  a  lot  of  room  for  improvement,  however.  A 
fertile  area  for  more  dramatic  gains  is  transportation— 
namely  cars.  The  180  million  vehicles  on  U.  S.  roads  ac- 
count for  40%  of  the  country's  oil  demand  and  produce  20% 
of  its  carbon  dioxide.  The  need  is  to  get  people  to  drive  less, 
and  burn  less  fuel  in  the  process.  To  that  end,  we've  long 
held  that  a  higher  gasoline  tax— up  to  50<f  a  gallon,  with  re- 
bates for  low-income  drivers— makes  sense.  So  do  stricter 
new-car  mileage  standards.  Many  carmakers  have  argued 
that  raising  mileage  levels  means  cutting  car  weight,  size, 
and  safety.  But  in  July,  both  Honda  and  Mitsubishi  an- 
nounced new  lean-burn  engines  that  could  improve  fuel 
economy  by  20%.  And  steady  improvements  in  aluminum 
and  plastic  composites  promise  that  lighter,  higher-mileage 
cars  will  be  just  as  big,  safe,  and  powerful  as  today's  models. 

A  host  of  other  options— rush-hour  tolls,  car-pool  lanes, 
rapid-transit  networks— help  minimize  driving  demand.  For 
the  longer  haul,  these  measures  must  lie  merged  with  new 
land  use  and  transportation  plans.  In  Seattle,  for  instance,  lo- 
cal governments  are  trying  to  concentrate  new  develop- 
ment into  area  centers.  Car  use  will  be  discouraged  by 
building  the  centers  around  mass-transit  hubs  and  by  chang- 
ing zoning  so  that  commercial  and  residential  areas  can  be 
melded— allowing  people  to  walk  to  work  or  the  store. 

In  the  aggregate,  all  these  options  make  sense.  Driving  is 
heavily  subsidized:  Roads  are  usually  free,  likewise  parking, 
and  U.  S.  gas  prices  don't  reflect  the  full  social  and  envi- 
ronmental costs  of  the  fuel.  The  policy  objective  must  be  to 
offset  those  subsidies. 


HOW  TO  INVEST  THAT 
PEACE  DIVIDEND 


With  the  evaporation  of  the  Soviet  military  threat 
that  saddled  the  U.  S.  with  enormous  budgets 
for  45  years,  further  spending  cuts  are  inevitable. 
More  than  half  of  the  $291  billion  military  budget  is  used  to 
meet  the  NATO  commitment  to  help  defend  Western  Europe 
against  attack  by  Soviet  forces.  Justifying  anything  like 
that  level  in  the  future  makes  no  sense.  The  question  facing 
the  U.  S.  is  what  to  do  with  the  savings. 

It  will  take  time  to  determine  how  much  and  where  to  cut 
defense  spending— including  a  slew  of  big-ticket  weapons 


systems  scheduled  to  go  into  production  in  the  mid-tcl 
1990s.  Right  now,  there  are  too  many  unknowns,  sucl 
how  the  former  Soviet  republics  work  out  militarji 
rangements  among  one  another  and  with  Moscow  andi 
will  control  Soviet  nuclear  forces. 

Amid  the  debate  over  what  to  cut,  there  also  wifl 
hundreds  of  suggestions  for  ways  to  use  the  defense  sav* 
Representatives  Richard  A.  Gephardt  (D-Mo.)  and  Les  m 
(D-Wis.)  have  already  proposed  skimming  off  $1  billico 
more  of  the  defense  budget  for  aid  to  the  Soviet  repu> 
and  Eastern  Europe.  But  as  American  fascination  witH; 
second  Russian  revolution  fades,  attention  will  cert* 
turn  to  urgent  domestic  priorities,  from  education  to  hoir. 
to  health  care  to  aids  research. 

Even  so,  the  collapse  of  the  Soviet  Union  is  a  his™ 
windfall— an  unexpected  opportunity  to  slash  the  huge  uc; 
get  deficit  and  correct  some  of  the  distortions  in  the  j| 
economy  that  resulted,  in  good  part,  from  45  years  of  Mil 
war.  Most  of  the  expanded  peace  dividend  should  at 
balance  the  budget.  That  will  require  more  than  fine-tun: 
the  current  spending  categories.  What  is  urgently  needi  I 
an  overhaul  of  the  basic  budget  accord.  Obviously,  the  kj 
get  pact  must  not  be  allowed  to  lock  the  country  peji 
nently  into  unrealistically  high  defense  outlays.  The  wira 
must  be  invested  wisely— and  there  is  no  sounder  investiw 
than  curbing  the  runaway  deficit. 


MAY  THE  BEST 
FIBER  OPTICS  WIN 


B 


y  the  end  of  the  century,  telecommunications  in  i 
advanced  economies  will  be  radically  transforr 
New  kinds  of  switches,  transmission  gear,  and 
ware  will  make  it  possible  to  send  colorful,  3-D  images 
by  dialing  a  phone  number.  Videoconferences  will  be  c 
and  frequent.  Rivers  of  bits  and  bytes  will  flow  across 
country  on  fiber-optic  lines  (page  108). 

But  information  superhighways  won't  appear  by  t 
selves.  Many  nations— notably  France,  Singapore, 
Japan— have  formed  national  programs  to  build  adva 
networks,  with  close  coordination  between  the  governrini 
and  the  leading  national  phone  company.  The  U.  S.,  mil 
while,  is  counting  on  competition  among  profit-minded  (ji 
panies  to  fill  customers'  needs.  But  laissez-faire  has  a  era 
side  in  telecommunications:  incompatible,  competing  \t 
works  and  uncertainty  that  slows  down  investment. 

Some  confusion  is  preordained  in  free  markets,  but  s{X 
can  be  taken  to  lessen  it.  Standards-setting  bodies  suclai 
the  American  National  Standards  Institute  need  to  streja 
line  their  procedures  so  that  new  technologies  can  be  offef 
in  a  uniform  fashion,  and  Congress  should  create  a  m 
dictable  environment  for  investors  by  settling  some  long-n 
ning  debates.  For  example,  investment  dollars  are  bija 
held  back  while  potential  players  wait  to  see  whether  i< 
Baby  Bells  will  be  allowed  to  own  cable  TV  system^ 
make  telecommunications  equipment.  Through  such  sfcl 
the  U.  S.  can  approach  the  stability  of  national  policy  cl 
dination  while  still  enjoying  the  rewards  of  free  markelfl 
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Next  time  you  consider 
ing  a  computer  system,  a 
work,  or  application  softw; 
ask  the  company  selim 
to  you  exactly  what  y 
options  are  for  the  futur  e. 

Can  it  be  integra* 
with  your  existing  systems' 
it  compatible  with  the  in  J 
try  standards  necessary 
insulate  applications  ti- 
the differences  bet  ween  in 
ufacturers?  Does  it  leave 
the  ability  to  adopt  ne 
products  and  technologies' 

Because  chances!! 
that  even  if  a  hrm  claims  i 
products  and  systems  ai 
open,  implying  they're  si 
posed  to  work  with  systi 
made  by  other  companit 
doesn't  mean  they'll  wc 
the  way  you'd  like  them 

An  unfortunate  fact 
could  leave  you  little  chc 
but  to  stick  with  the  comf 
that  stuck  you  in  the  first  f 

That  is  unless  you 
sider  Digital's  dednitioi 
freedom  of  choice. 

We  believe  there  sh< 
be  no  limits  to  your  freed( 
That  you  should  have  ver 
independence.  Applicatior 
teroperability  and  portal 
And  the  power  to  use  the 
technologies  from  whicht 
companies  offer  them  wi 
out  changing  the  way  in  wr 
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already  do  business. 
Our  conviction  has  be- 
evident  in  everything  we 
n  our  approach  to  tech- 
5y,  services  and  solutions. 
The  ultimate  expression 
lat  freedom  is  Network 
lication  Support  (NAS), 
mprehensive  implemen- 
n  of  standards  for  inte- 
ng  applications  across  all 
different  networked  sys- 
With  NAS,  applications 
me  impervious  to  the  dif- 
ices  between  operating 
ms.  Whether  those  oper- 
g  systems  drive  prod- 
from  us,  IBM®,  Hewlett- 
card®,  Sun®,  Compaq®, 
le®  or  others. 
But  our  conviction  is  also 
med  in  our  commitment 
onsult  with  you  on  the 
ming,  design,  implemen- 
on  and  management  of 
r  applications  and  com- 
:r  systems.  Evident  in  an 
>nsive  offering  of  multi- 
dor  support  and  service 
ons  that  go  so  far  as  to 
,'ou  outsource  your  entire 
rmation  system  to  us. 

So  if  you're  considering 
v  solutions,  you  just 
ht  want  to  talk  to  us. 
:ause  when  you  want 
jdom  to  choose,  Digital 
our  very 
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The  production  index  increased  during  the  week  ended  Aug.  31  A  weather- 
related  surge  in  electricity  output  caused  most  of  the  gain,  while  rail-freight  traffic, 
steel,  paper,  and  crude-oil  refining  production  increased  os  well.  Auto,  truck,  coal, 
paperboard,  and  lumber  output  fell.  Before  calculation  of  the  four-week  moving 
average,  the  index  jumped  to  181  1,  from  177.9.  For  all  of  August,  the  index  rose 
to  178  1,  from  175.9  in  July. 

BW  production  index  copyright  1  991  by  McGraw-Hill  Inc. 


The  leading  index  was  unchanged  for  the  week  ended  Aug.  31  A  small  ris<l« 
bond  yields  and  a  drop  in  the  growth  of  real  estate  loans  offset  a  jump  in  sic 
prices,  a  fall  in  the  number  of  business  failures,  and  improvement  in  the  growth! 
M2  and  material  prices.  Before  calculation  of  the  four-week  moving  average,  j 
index  edged  up  slightly  to  210.2,  from  210  in  the  previous  week.  For  the  montlf 
August,  the  index  fell  to  210  2  from  212  in  July. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 
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latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/7)thous.  of  net  tons 

1,669 

1 ,599- 

-116 

AUTOS  (9/7]  units 

95,158 

100,229r# 

-14.9 

TRUCKS  (9/7)  units 

65,490 

71,076r# 

-0.9 

ELECTRIC  POWER  (9/7)  millions  of  kilowatt-hours 

58,520 

65,905# 

-5.1 

CRUDE-OIL  REFINING  (9/7)  thous  ofbbl./day 

14.173 

14,099# 

-1.0 

COAL  (8/31)  thous.  of  net  tons 

20,837 

-0.1 

PAPERBOARD  (8/3 1)  thous.  of  tons 

822.6# 

814. 7r 

6.3 

PAPER  (8/31)  thous.  of  tons 

782.0# 

775  Or 

1.2 

LUMBER  (8/31)  millions  of  ft. 

496. 2# 

515.3 

4.4 

RAIL  FREIGHT  (8/3 1)  billions  of  ton-miles 

20.7# 

20  2 

-1.9 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA2,  Association 
of  American  Railroads 

■TTTTTT1  milflllUHHWi 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  |9/ii) 

135 

135 

137 

GERMAN  MARK  (9/ll) 

1  70 

1.74 

1.57 

BRITISH  POUND  (9/n) 

1.72 

1  69 

1  89 

FRENCH  FRANC  (9/1 1) 

5  78 

5  90 

5.26 

CANADIAN  DOLLAR  (9/1 1) 

1.14 

1  14 

1.16 

Latest 
week 


Week 
ago 


%  Chje 
yeaifi 


STOCK  PRICES  (9/6)  S&P500 


390  09 


395  09 


CORPORATE  BOND  YIELD,  Aaa  (9/6) 


8.67% 


8.70% 


INDUSTRIAL  MATERIALS  PRICES  (9/6) 


97.0 


97.0 


BUSINESS  FAILURES  (8/30) 


327 


339 


REAL  ESTATE  LOANS  (8/28)  billions 


$396  9 


$398  2 


MONEY  SUPPLY,  M2  (8/26)  billions 


$3,419.0  $3,410.3r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (8/24)  thous 


421 


421 


Sources:  Standard  &  Poor's,  Moody s,  Journal  of  Commerce  (index:  1980=  1  00),  D'l 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally 
justs  data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


SWISS  FRANC  (9/1 


1,49 


1.52 


1.30 


MEXICAN  PESO  (9/ii)> 


3,035 


3,034 


2,894 


Sources:  Ma|or  New  York  banks  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for  British 

pound  expressed  in  dollars 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/ll)$/troyoz. 

345 250 

348.700 

-9.6 

STEEL  SCRAP  (9/10)  #1  heavy,  $/lon 

9  7  00 

9  2  00 

-16.0 

FOODSTUFFS  (9/9)  index,  1967=100 

205  0 

202  5 

-3.7 

COPPER  (9/7)  </lb. 

108  6 

107  5 

-18  2 

ALUMINUM  (9/7)  c/lb. 

58.0 

58.1 

-32.4 

WHEAT  (9/7)  #2  hard,  $/bu. 

3.24 

3  21 

16.1 

COTTON  (9/7)  strict  low  middling  1 -1/1 6  in  ,  C/lb 

65.42 

65.19 

-10.8 

Sources:  London  Wednesday  final  setting,  Chicago  mo 
Week,  Kansas  City  market,  Memphis  market. 

ket,  Commodity  Reseorch  Bu 

reau,  Metals 

Latest 
month 

Month 
ago 

%  Chile 
year  to 

BUSINESS  WEEK  PRODUCTION  INDEX  (Aug  ) 

178.1 

175.9 

BUSINESS  WEEK  LEADING  INDEX  (Aug ) 

210.2 

212. Or 

EMPLOYMENT,  CIVILIAN  (Aug.)  millions 

1 16.4 

116  7 

UNEMPLOYMENT  RATE,  CIVILIAN  (Aug  .) 

6.8% 

6  8".. 

Sources:  BW,  CIBCR,  BLS 

1  MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Che* 
year  9 

MONEY  SUPPLY,  Ml  (8/26) 

$869.9 

$864. 6r 

BANKS'  BUSINESS  LOANS  (8/28) 

299  1 

299  8 

FREE  RESERVES  (9/4) 

957 

659r 

26; 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/28) 

137  2 

139.7 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions). 

vhich  are  expressed  f)a 

MONEY  MARKET  RATES  1 

Latest 
week 

Week 
ago 

1 

FEDERAL  FUNDS  (9/10) 

5  5  3'  ... 

5.82% 

8  1 

PRIME  (9/n) 

8.50 

8.50 

10  0 

COMMERCIAL  PAPER  3-MONTH  (9/10) 

5.62 

5.76 

7  8 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/ii) 

5.52 

5  60 

7  9 

EURODOLLAR  3-MONTH  (9/7) 

5.63 

5.64 

7  9 

Sources:  Federal  Reserve  Board,  First  Boston 


#Row  data  in  the  production  indicators  ore  seasonally  ad|usted  in  computing  the  BW  index  (chort),  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equipmi 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  marketvalue     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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The  Nov.  4  issue  of  Business  Week  Latin 
America  will  be  your  chance  to  find 
trading  opportunities. . . 


'South  of  the  Border9/ 


he  response  to  recent  GBL  pages  in 
Justness  Week  has  shown  a  world-wide 
nterest  in  Latin  America.  Business  Week 
las  a  very  special  edition  aimed  at  21,000 
at  in  American  Subscribers. 


COMPUTER  NETWORKING 


GLOBAL  BUSINESS  LINKS  will  get  your  message 
o  the  right  people  in  Mexico,  Brazil,  Argentina, 
Colombia,  Chile,  Venezuela,  Uruguay,  Paraguay, 
3anama,  etc.  plus  the  Caribbean  and  West  Indies  for 
>nly  $350.00. 

\nd,  Your  company's  message  will  be  placed  in  the 
Global  Business  Links  database  where  throughout 
I992,  it  can  be  accessed  by  over  1.5  million  PC.  on-line 
subscribers  through  Worldnet. 


HERE'S  HOW  IT  WORKS: 


3usiness  Week  Latin  America- Nov.  4.  Your  advertisement 
nust  be  40  words  or  under.  It  will  appear  in  a  1"  by  1 
;olumn  format. 

Send  your  message  with  a  check  or  money  order  for 
$350.00  by  October  30  to  Global  Business  Links,  210  E. 

I  Jefferson  St.,  2nd  floor,  Rockville,  MD  20852.  We  will  set 
the  type  and  include  your  message  in  the  database.  We  will 

i  buy  one  page  in  Business  Week  Latin  America  for  every  20 

II  advertisements.  Business  Week's  closing  date  for  November 
"  4  issue  is  October  30,  1991 . 


Global  Business  Links  ISDC 

Phone  1-800-888-4732, 
Fax  301-230-1378 


nformation 


utomotive 
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Hyundai  Electronics  America     Hyundai  Electronics  Europe     Hyundai  Electronics  Southeast  Asia 
1-800-727-6972  Oil- 49- 619 -6470- 14-0  011-65-27O6300  , 


TAKES  BILLIONS  OF  DOLLARS  TO  BE  SELF-RELIANT.  AS  ONE 


THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


VESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


T    R  A 


OARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


E  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS 


ECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGER  HAVE 


0  MAKE  THE  CHOICE  BETWEEN  PERFORMANCE  AND  PRICE 


•HYUNDAI 

ELECTRONICS       AMERIC  A 
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BUSINESS  IN  JAPAN  AND  THE  U.S.: 
A  STUDY  IN  CONTRASTS  

|idden  Japan"  (Cover  Story,  Aug, 
26)  is  an  amazing  portrait  of  the 
web  of  corruption  that  gives  Japan  its 
edge  in  global  markets.  However,  last 
year,  in  another  cover  story,  "Mighty 
Mitsubishi"  (Sept.  24),  you  seemed  to  ap- 
prove the  Japanese  system  with  its  intri- 
cate web  of  cross-ownership  and  concen- 
trated control,  stating:  "Maybe  the  U.  S. 
could  use  a  keiretsu  or  two." 

As  the  world  can  plainly  see  now,  the 
web  of  deception  that  is  Japan  runs 
throughout  the  business  culture — from 
manufacturing  keiretsu  all  the  way  up 
to  banks,  securities  firms,  politicians, 
and  the  omnipotent  Finance  Ministry. 
The  scandal  is  not  that  these  things  go 
on,  but  that  free-trading  nations  contin- 
ue to  do  business  with  Japan  as  if  the 
system  were  not  rigged  against  them. 
Representative  Helen  Delich  Bentley 

(R-Md") 
Washington 

Japan  operates  with  a  different  set  of 
motivations.  The  key  is  that  they  are 
cooperative  (try  not  to  read  in  whether 
or  not  they  are  moral,  often  they  are  not 
by  our  standards);  we  are  adversarial. 
While  the  U.  S.  creates  laws  based  on 
the  strength,  determination,  and  where- 
withal of  an  interest  group,  in  Japan  it  is 
accepted  wisdom  that  all  are  working 
for  the  common  good. 

This  leads  to  what  appears  to  us  as 
(and  is)  collusion.  Japan's  goal  is  to 
achieve  the  collectively  accepted  goal, 
pure  and  simple.  Once  the  goal  is  agreed 
upon,  only  a  major  threat  of  retaliation 
(or  apparent  failure)  will  change  the 
course  of  the  participants.  This  is  appar- 
ent in  the  Motorola  case,  minor  construc- 
tion concessions  in  Osaka,  "voluntary  re- 
straint" in  auto  imports,  etc. 

Professor  Yoshi  Tsurumi's  assess- 
ment is  correct,  but  optimistic.  To  gain 
more  credibility  internationally,  the  Jap- 
anese must  operate  more  in  line  with 
Western  standards  and  mores.  But  Ja- 
pan will  continue  to  operate  on  the  prin- 
ciple that  if  you  can  get  away  with  it,  if 
it  does  not  bring  embarrassment  or  dis- 
turb the  group's  harmony,  it's  0.  K. 


That  is,  until  there  is  enough  retaliaon 
or  motivation  for  them  to  do  otherv,e. 

Richard  Obn 
Trade  Finance  Manser 
C.  Itoh  &  Co.  (Amelia) 
New  'Virlc 

MEXICO'S  ECONOMIC  PICTURE — 
FROM  A  DIFFERENT  ANGLE 

In  "President  Salinas:  My  people  arjin 
a  hurry"  (International  Busings 
Aug.  12)  Salinas'  claims  of  economicje- 
covery  were  greatly  overstated,  lie 
government's  deficit  is  down,  but  nop  i 
0.5%  of  gross  national  product  as  hejs-  i 
serted.  According  to  Banco  de  Mexj. 
the  deficit  in  1990  was  3.8%  of  GNP. 

The  main  reason  for  the  reduced  d'i- 1 
cit  in  1990  was  the  large  increase  in  iv~  I 
enues  from  the  regressive  value-ad:-d  a 
tax.  As  such,  the  President's  other  1 
stantive  claim  to  economic  imprce-  n 
ment — the  increase  in  wages — is  caMil 
into  question.  Wages  for  "industii  n 
workers,"  roughly  10%  of  the  la«l 
force,  did  increase  by  5%  in  1989.  lit  I 
escalating  sales  taxes  probably  elimiit-  il 
ed  the  wage  increase.  (In  any  case,  a- 1 
dustrial  wages  are  still  at  least  20%-  l:s  j 
than  they  were  in  1980.) 

Approximately  45%  of  the  emploid  i 
receive  only  the  minimum  wage.  Untr  1 
President  Salinas,  the  minimum  wje  I 
declined  by  17%,  from  1989  through  nl-  s 
1990,  according  to  Banco  de  Mexii.  ; 

James  M.  Cyplr  I 
Professor  of  Economs  t 
California  State  Universy  I 
Fresj* 

NEWSPAPER  PUBLISHERS  AREN'T 
BUDGING  ON  THE  BELLS   

In  "The  Baby  Bells  are  making  thr  I 
mama  nervous"  (Washington  Outloc, 
Aug.  26),  it  was  stated  that  "lobbyi:»!l 
now  expect  the  Bells  to  cut  a  deal  w«l 
the  American  Newspaper  Publishes  i 
Assn."  under  which  they  would  acce^i 
modest  curbs  on  entry  into  information 
services  in  return  for  a  neutral  star| 
by  the  anpa  on  Baby  Bell  efforts  1 
enter  the  equipment  business. 

On  the  day  Judge  Harold  Greel 
ruled,  I  said:  "The  bar  against  the  il 
gional  Bell  operating  companies  enterii; 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 
WAS  BECOMING  THIS  SMALL. 


Of  S  EliaiCOIl  riCIU  III  Hiasna  s»  >#v«miw  »  - —  —   ■»» 

man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


We  found  $30  billion 

We  found  $200  million  for  one  Fortune  500"company.  And  $32 
million  for  another. 

We're  finding  millions  for  big  companies  and  small  companies. 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying 

better  management  to 
the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowering  medical  costs 
suggests  that  the  wide 
adoption  of  our  program 
and  techniques  could 
save  American  business 
$30  billion.  Annually. 

Easier  said  than  done, 
you  say?  True,  what 
we  have  may  not  be  a 
panacea.  Because  there 
isn't  one.  The  problem  l< 
too  complex  for  that 

But  what  we  can  offer 
your  company  are 
solutions  that  are  working  right  now  out  in  the  real  world.  Solution 
that  can  help  you  control  costs  without  sacrificing  the  quality  of  care. 
In  fact,  our  goal  is  to  improve  it 

And  we  can  do  it  in  a  way  that  employees  won't  find  hard  to  swallov 
Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  can 
take  it  one  step  at  a  time.  Because  we  offer  such  an  array  of  product 


I  d  services,  we  can  bring  you  along  at  the  pace  that  suits  you. 
Our  health  care  options  include  everything  from  traditional 
iemnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 
at  integrate  our  HMO  and  indemnity  options. 
And  each  one  offers  you  successively  higher  levels  of  cost  controls. 

I  So,  how  do  we  get  your  employees  on  board? 
The  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 
lality  is  not  compromised.  Recently,  for  example,  94%  of  the 
embers  enrolled  in  our  healthplan  rated  their  physicians  highly. 
Not  a  bad  barometer  of  employee  satisfaction. 
With  our  integrated  health  care  programs,  your  employees  can 
ceive  medical  care  from  physicians  within  an  HMO  network  or  select 
wsicians  from  outside  the  network. 

Giving  them  access  to  the  best  features  of  both  HMO  and  traditional 
demnity  insurance  coverage. 

What's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 
Lanagement  we're  talking  about  helps  you  rein  in  runaway  costs, 
ving  you  greater  administrative  convenience  and  efficiency. 

How  committed  are  we?  So  committed  we  have  created  one  of  the 
tost  extensive  health  care  networks  in  the  country.  Serving  75%  of 
rban  markets  and  over  2  million  people. 

So  committed  we've  created  the  nation's  leading  provider  of 
nployee  life  and  health  benefits. 

So  committed  we  can  help  you  in  everything  from  health  and  dental 
ire  to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
ompanies,  1-800-782-0782. 

And  we'll  show  you  how  to  find  what  every  company  is  looking  for. 
Your  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


CIGNA 


Lotus  opens  Windows  to  a  new 
dimension  in  spreadsheets! 


Lotus  1-23 


Upgrade  to 

Lotus  1-2-3  for  Windows 

Save  $30!  Now  current  users  of  Lotus  1-2-3 
can  step  smoothly  into  the  graphical  environ- 
ment of  Windows  3.0  with  a  spreadsheet 
that  delivers  visual  impact  and  presentation- 
quality  output!  Full  compatibility  with  earlier 
versions  ensures  that  all  your  files  and  macros 
transfer  safely  to  Windows.  Also  features  3-D 
worksheets,  a  WYSIWYG  work  environment, 
a  Solver  tool  for  "what-if '  problems,  and 
Smartlcons  for  instant  access  to  spreadsheet 
functions.  To  qualify  for  upgrade,  just  bring 
in  the  title  page  from  your  current  version 
of  Lotus  1-2-3.  (Reg.  Egg  Upgrade  Price 
will  be  $129.99)  For  IBM  from  Lotus. 
BONUS!  FREE  Adobe  Type  Manager 
for  Windows  is  now  built  into  every 
Lotus  Windows  application! 


Lotus  1-2-3  for  Windows/ 
Ami  Pro  2.0  for  Windows 
Double  Upgrade  Bundle 


Microsoft  Windows  3.0/ 
Logitech  MouseMan  Bundle 

Save  $80!  Buy  Lotus  1-2-3  for  Windows  as 
part  of  any  of  these  introductory  offers  and 
save  on  the  Windows  3.0  graphical  environ 
ment  and  a  Logitech  MouseMan.  For  IBM 
from  Microsoft  and  Lositech. 


Microsoft/ 
Logitech  Bundle 

Windows  3.0  and 
Serial  MouseMan 

Windows  3.0  and 
Bus  MouseMan 


Price 


$199.99 


$209.99 


With  purchase  o 
Lotus  1-2-3 
for  Windows 

$11999 

>129" 


able,  hut  not  shown 


$389 


99 


Lotus  1-2-3  for  Windows 

(full-product  version) 

Save  $10!  For  IBM  from  Lotus. 

(Reg.  Egg  Price  will  be  $399.99) 

$gg99 

Competitive  "Upgrade"  to 
Lotus  1-2-3  for  Windows 

Save  $30!  Just  bring  in  the  title  page  of  your 
current  Borland  Quattro  Pro  or  Microsoft 
Excel  spreadsheet,  and  switch  to  1-2-3  for 
Windows  for  a  special  introductory  price! 
(Reg.  Egg  Price  will  be  $129.99)  For  IBM 
from  Lotus. 


Save  $30  either  way  you  upgrade!  Current 
1-2-3  users  can  upgrade  to  Lotus  1-2-3  for 
Windows  and  also  get  Ami  Pro  Rel.  2.0  for 
Windows,  the  new,  easy-to-use.  "visual" 
word  processor  ideal  for  the  creative  pro- 
fessional, at  this  special  price.  And.  current 
users  of  Ami,  Ami  Pro,  Manuscript,  or 
Samna  Word  IV  can  upgrade  to  Ami  Pro 
Rel.  2.0  for  Windows  and  get  the  new  Lotus 
1-2-3  for  Windows  at  the  same  low  bundle 
price.  (Re2.  Esg  Bundle  Price  will  be 
$189.99)  For  IBM  from  Lotus. 


Eggspress  Ordering! 

Contact  your  corporate 
account  representative  or 
visit  your  local  Egghead 
store  for  these  eggcep- 
tional  offers.  Just  call 
1-800 -EGGHEAD,  Dept.  #B0923, 
for  the  Egghead  Discount  Software  store 
nearest  you.  or  to  order  directly  through 
our  "Eggspress  Ordering"  service! 

©  1991  Egghead  Discount  Software,  Inc  ■Egghead,'  'Protessot  Egghead,'  and  Egg 
worts  are  trademarks  ol  Egghead  Discount  Software  All  oiner  irademarked  product  and 
company  names  are  the  property  01  their  respective  trademark  holders 


Prices  shown  are  avaiiaDle  at  telaii  store  locations  and  through  1  -800-EGGHEAD  in 
narkdowns  may  have  been  laken  Sale  prices  are  nol  good  in  combination  with  othe 
affected  by  delays  in  shipping  however  we  will  always  do  our  best  lo  satisfy  our  cui 


discount 
America's  Software  Eggsperts 

tail  quantities  only  Corporate  discounts  and  payment  lerms  do  nol  apply  lo  prices  shown  Prices  shown  are  in  U  S  currency  Discounts  laken  trom  regular  Egghead  prices  Some  inlermediale 
special  otters  unless  olherwise  stated  Nol  responsible  'or  typographical  errors  Ramchecks  are  given  unless  advertisement  clearly  states  thai  quantities  are  limited  Ptoducl  availability  tray  be 

omers  Sale  prices  and  special  otters  good  through  10/23/91 


malion  services  is  as  necessary  to- 
is  it  was  when  imposed  by  the  court 
)84."  Neither  I  nor  the  ANFA  has 
ged  that  view. 

Cathleen  Black,  CEO 
erican  Newspaper  Publishers  Assn. 

Washington 

1TI0NAL  ID  CARD:  AMERICA'S 
1 1 N  FALL— OR SALVATION?  

obert  Kuttner  has  once  again  pro- 
posed a  national  numbering  system 
individuals  ("Illegal  immigration: 
Id  a  national  ID  card  help?,"  Eco- 
ic  Viewpoint,  Aug.  26).  The  idea  is 
ery  old  that  no  longer  is  it  even 
3  to  grow  hairs  on  it." 
1920,  Eugene  Zamiatin,  a  Russian 
ir  who  had  worked  tirelessly  for  the 
lution,  realizing  the  direction  the  So- 
Union  was  going  under  Lenin,  wrote 
Although  the  book  was  banned  by 
n  and  by  Stalin,  in  the  1920s  it  ap- 
ed in  Czech,  French,  and  English 
slations.  As  a  logical  development  of 
Soviet  state,  society  was  controlled 
ugh  the  use  of  individual  numbers 
jach  person,  and  all  of  their  actions 
i  regulated  by  the  "table  of  hours." 
le  book  was  an  inspiration  for 


George  Orwell's  1984.  About  15  or  20 
years  ago,  a  BBC  TV  series,  The  Prison- 
er, had  society  controlled  by  using  indi- 
viduals as  numbers.  Kuttner  has  demon- 
strated that  bad  ideas  do  not  die  but 
come  back  dressed  in  new  tinsel. 

Paul  H.  Bluestein 
Cincinnati 

Kuttner's  idea  is  one  that  should 
have  been  adopted  many  years  ago. 
The  U.  S.  is  hell-bent  on  becoming  the 
largest  of  the  Third  World  nations. 
Handing  our  heritage  on  a  platter  to 
undesirable  people  who  assault  our  bor- 
ders and  our  culture  is  a  quick  way  to 
ruin  our  economy  and  limit  severely  our 
freedom.  Also,  it  suggests  that  we  are 
to  become  less  and  less  unified.  The  final 
step  is,  of  course,  political  oblivion. 

Eugene  Crowe 
Tampa 

AT  SHELL, 

'LIFESTYLE  IS  NOT  THE  ISSUE' 

Your  article,  "The  right  to  privacy:  A 
$5.3  million  lesson  for  Shell?"  (So- 
cial Issues,  Aug.  26),  addresses  some  of 
the  key  arguments  supporting  Shell's 
decision  to  terminate  Dr.  Jeffrev  Collins, 


but  it  does  not  go  far  enough.  Let  me 
briefly  review  the  issues  from  Shell's 
perspective. 

First,  Collins  was  not  fired  because  he 
was  gay.  He  was  fired  for  preparing  a 
sexually  explicit  memo  on  a  company 
letterhead  and  computer  and  for  leaving 
it  where  it  could  offend  other  employ- 
ees— a  clear  violation  of  Shell  policy. 
This  is  not  a  lifestyle  issue.  Shell  had  a 
prior  termination  of  an  employee  who,  in 
clear  violation  of  Shell  policy,  prepared 
sexually  explicit  materials  of  a  hetero- 
sexual nature  in  the  workplace.  This  per- 
son was  fired,  as  was  Collins. 

Second,  your  article  implies  that  Shell 
"inappropriately  told  a  headhunter  of  his 
homosexuality."  The  facts  are  these: 
Collins  on  his  own  called  a  press  confer- 
ence to  announce  the  reason  for  his  fir- 
ing and  furnished  the  press  with  a  copy 
of  his  sexually  explicit  memo.  Over  two 
years  later,  Shell  retained  a  headhunter 
as  an  expert  witness  on  damages,  whom 
we  naturally  told  of  the  reasons  for  Col- 
lins' termination.  How  can  Shell's  retain- 
ing an  executive  recruiter  be  considered 
"inappropriate"  when  Collins,  at  his  own 
press  conference,  acknowledged  his  ho- 
mosexuality for  all  the  world  to  see? 

Finally,  there  is  the  disturbing  impres- 


For  growth  and  ^ 

income  •  The  Merrill  Lynch  Capital  Fund 


If  you're  a  long-term 
investor  seeking  both 
capital  appreciation  and 
current  income  with  pru- 
dent risk,  this  Fund  could 
be  for  you. 

That's  because  this 
equity-oriented  Fund 
combines  a  portfolio  of 
equities  and  bonds  with 
a  flexible  investment 
approach.  Which  means 


it's  well  positioned  to 
capitalize  on  the  oppor- 
tunities offered  by 
changing  markets. 

What's  more,  you'll 
have  the  opportunity  to 
work  closely  with  one  of 
our  knowledgeable 
Financial  Consultants. 

For  more  complete  information,  includ- 
ing all  charges  and  expenses,  request  a 
prospectus.  Please  read  it  carefully  before  you 
invest  or  send  money. 


>  1991  Merrill  Lynch,  Pierce,  Fenner& Smith  Inc  Member SIPC 


rcaii  1-800-637-7455,  ext.  esm1 

Return  to  Merrill  Lynch  Response  Center, 
PO  Box  30200,  New  Brunswick.  NJ  08989-0200 
Please  send  me  a  free  brochure  and  pro- 
spectus on  the  Merrill  Lynch  Capital  Fund,  Inc. 
Name  


Address  . 
City  


State  . 


Zip  . 


Home  Phone  . 


Business  Phone 


Merrill  Lynch  clients,  please  give  the  name  and 
location  of  your  Financial  Consultant 


Merrill  Lynch 

A  tradition  of  trust. 


HOW  FUJITSU  HELPS 
A  LEGENDARY  RAILROAD 
MAKE  HISTORY. 

The  Union  Pacific  Railroad  is  not  just 
a  company,  it's  a  call  to  the  consciousness 
of  a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory,  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

SETTLED  THE 
AMERICAN  WEST 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands 
of  pioneers  into  the  world  of  wide  open 
spaces.  It  made  history  then,  and  it's  still 
making  history:  today  it  is  one  of  America's 
most  progressive  railroads,  with  23,000 
miles  of  track  in  20  states,  30,000  em- 
ployees, and  a  reputation  for  far-sighted 
thinking  in  every  area  of  its  operations- 
including  its  remarkable  communications 
network. 

NATIONWIDE 
NETWORK 

Union  Pacific  owns  a  private  voice 
and  data  communications  network,  one  of 
the  largest  in  the  world.  Covering  tens  of 
thousands  of  miles  nationwide  and  func- 
tioning as  the  railroad's  central  nervous 
system,  it  is  extremely  sophisticated  and 
absolutely  crucial  to  the  company's  suc- 
cess. Which  is  why,  when  Union  Pacific 

FUJITSU 

The  global  computer  8.  communications  company. 


recently  decided  to  upgrade  the  network, 
it  turned  to  Fujitsu. 

TOP  COMPUTER  AND 
COMMUNICATIONS  MAKER 

Fujitsu  is  one  of  the  world's  top  com- 
puter and  telecommunications  makers, 
with  145,000  employees,  annual  sales  of 
$21  billion,  and  projects  completed  in  a 
hundred  countries.  A  high-tech  giant  that's 
a  major  force  in  the  global  information 
revolution,  Fujitsu  gave  Union  Pacific 
a  multi-nodal  integrated  voice  and  data 
communications  system  that  is  the  next 
generation  of  business  telecommunica- 
tions. The  system  will  boost  productivity, 
upgrade  customer  service,  and  help  the 
railroad  keep  making  history— by  helping 
it  be  what  it  has  always  been:  a  living 
legend  that  knows  where  the  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
Schnmpl  of  Fujitsu  before  the  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  one  of  the  most 
advanced  in  the  world,  to  function  as  node  points 
in  its  nationwide  communications  network.  For 
information  call  Fujitsu  Business  Communication 
Systems  at  1-800-654-0715. 


sion  that  Collins'  case  expands  the  rights 
of  workers  who  are  being  discriminated 
against  because  of  lifestyle.  Again,  life- 
style is  not  the  issue  here.  The  issue  is  a 
senior  manager  who  was  doing  some- 
thing inappropriate  in  the  workplace. 

Inappropriate  conduct  in  the  work- 
place by  a  senior  manager  cannot  be 
equated  with  actions  an  employee 
chooses  to  take  in  his  or  her  personal 
life  away  from  the  job. 

H.  R.  Hutchins 
Media  Relations  Manager 
Shell  Oil  Co. 
Houston 

A  HEALTHY  WORKER  EQUALS 

A  HEALTHIER  BOTTOM  LIKE  

Fining  the  fatties  and  axing  employees 
who  smoke  is  no  way  to  control  ris- 
ing health  care  costs  ("If  you  light  up  on 
Sunday,  don't  come  in  on  Monday."  So- 
cial Issues,  Aug.  26).  Employers  are  des- 
perate to  control  costs,  but  financial  dis- 
incentives passed  on  to  employees  only 
shift  the  costs  and  do  nothing  to  get  at 
the  cause. 

No  one  has  yet  proved  that  aggressive 
intervention  works,  and.  in  our  view,  fir- 
ing or  penalizing  employees  who  are  too 


fat.  who  smoke,  or  who  have  high  blood 
pressure  crosses^  the  boundaries  of  cor- 
porate jurisdiction. 

Major  employers  such  as  Johnson  & 
Johnson.  Coors,  Control  Data,  and  Mesa 
Petroleum  have  proven  that  health-pro- 
motion programs  do  work.  Sound  re- 
search from  these  companies  points  to 
the  cost  benefits — and  human  benefits — 
of  work-site  wellness. 

William  M.  Kizer 
Chairman 

Wellness  Councils  of  America 
Omaha 

WELLCOME:  THE  HIH 

SHOULD  STAY  OUT  

The  action  of  the  National  Institutes 
of  Health  iXIH>  in  conferring  its  al- 
leged interest  in  the  drug  azt  on  Barr 
Laboratories  represents  an  unwise  intru- 
sion by  government  into  a  lawsuit  pend- 
ing between  Barr  and  Burroughs  Well- 
come ("How  azt  could  go  generic,"  In 
Business  This  Week.  July  29). 

The  unprecedented  actions  of  the  xih 
raise  a  serious  question  about  whether 
private  companies,  the  source  of  most 
new  drugs,  can  continue  to  cooperate 
with  government  scientists  if  thev  risk 


having  proprietary  rights  and  pat 
challenged  after  the  uphill  battles 
clinical  success  and  commercial  a 
tance  have  been  fought  and  won. 

AZT  reached  patients  in  record  tim 
part  because  of  the  cooperation  an 
industry,  government,  and  academic 
entists.  Now,  years  later,  the  nth  is 
parently  trying  to  rewrite  the  rules 
der  which  this  cooperation  occui 
Neither  people  with  AIDS  nor  other 
tients  with  life-threatening  illnesses 
benefit  if  hindsight  patent  challenge 
hibit  cooperation  and  future  researc 
Philip  R.  T 

Burroughs  Wellcome 
Research  Triangle  Park,  I 

Editor's  note:  The  story  should  I 
said  that  Burroughs'  revenues 
profits)  from  AZT  were  SI  billion  s 
1987.  Wellcome  did  comment  to  ou 
porters  on  the  SIH  action;  we  re\ 
this  was  not  reflected  in  our  stor 


Letters  to  the  Editor  should  be  sent  to  Re 
Report,  Business  Week,  1221  Avenue  of  the  A 
cos,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4 
Telex:  12-7960,  Intl.  4998204.  All  letters  mu 
elude  an  address  and  daytime  and  evening 
phone  numbers.  We  reserve  the  right  to  edit  li 
for  clarity  and  space. 
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We  didn't  invent  a  machine. 
We  invented  a  sport. 


For  those  who  want  the  freedom  to  challenge  and  excel  in  al 
thev  do.  we  introduce  fitness  as  sport  —  NordicSport 

NordicSport  \  from  the  NordicTrack'  Company,  represents 
new  concept  in  world-class  sport  simulators  designed  to 
make  exercise  a  synergy  of  function  and  fun. 

While  most  other  equipment  is  built  to  exhaust.  NordieSpon 
is  built  to  exhilarate.  With  each  NordicSport  sport 
simulator ",  your  eye  is  caught  by  the  sleek  beauty  of  its 
ergonomic  styling  —  your  senses  captured  by  its  state-of-th< 
art  assembly  and  graphite  composite  construction. 

All  of  which  gives  you  a  whole-body  aerobic  workout  as 
pleasurable  as  it  is  purposeful.  Each  major  muscle  group 
is  toned.  The  heart  rate,  elevated.  The  mind,  focused. 
The  spirit,  refreshed. 

So  call  us  today.  And  discover  why  the  joy  of 
fitness  is  in  the  sport  of  it. 


i  f 


Discover 
p o r d i c  sport 


For  a  free  video  and  brochure,  call  1-800-445-2231  ext.  38SI1 
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tatue  in  me  horDiaaen  uiiy,  beijing 


Reliability,  loyalty  and  mutual  trust  are  essential 
prerequisites  for  successful  banking.  That's  why  Credit 
Suisse  attaches  so  much  importance  to  personal 
service.  Wherever  you  are,  we  can  offer  you  all  the 
advantages  of  a  modern  universal  bank.  Together  with 


our  partner  organization,  CS  First  Boston  Inc.,  we 
have  firmly  established  ourselves  as  one  of  the  world's 
foremost  international  financial  services  groups. 
As  a  global  provider  of  Swiss  quality,  Credit  Suisse  is 
second  to  none. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


Office:  Zurich/Switzerland :  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  •  Los  Angeles  ■  Atlanta  •  Calgary  •  Chicago  ■  Houston  Miami  Montrea 

San  Francisco  ■  Toronto  Vancouver 


What's  the  business  world 
coming  to? 


li 


Now,  without  giving  up  great 
black  and  white  print  quality, 
you  can  dress  up  your  Macintosh 
work  with  a  little  color.  You  can 
do  more  interesting  charts  and 
graphs.  Impressive  cover  pages. 
And  compelling  overhead  pre- 
sentations. Hewlett-Packard 
makes  it  all  possible  with  the 
HP  DeskWriter  C  printer. 
Impressive  black  and  white. 
And  thousands  of  colors.  For 
just  $1,095.* 


The  best  features  of  HP's 
DeskWriter  haven't  changed. 
You'll  still  get  crisp,  clean,  laser- 
sharp  resolution.  And  you'll  still 
have  all  the  built-in,  scalable 
fonts  and  graphic  capabilities 
that  can  make  such  a  difference 
in  your  work. 

Take  all  that,  add  a  nearly  end- 
less choice  of  attention -getting 
colors,  and  you've  got  a  very 
valuable  new  partner.  And 


once  you  see  how  easy  the  < 
DeskWriter  C  is  to  use,  you'll  > 
like  it  even  better.  Just  plug, 
play,  and  print.  On  plain  pap  j 
or  transparency.  Of  course,  it' 
Macintosh  and  System  7 
compatible. 

With  the  DeskWriter  C,  Hewle 
Packard  introduces  a  colorful 
new  generation  to  its  family  o 
inkjet  printers.  A  family  that 
stands  for  affordable  quality. 


'Suggested  US.  list  price  **<  iffer  valid  through  January  31,         No  purcha.se  necessary,  void  where  prohibited. 


Affordable  color. 
Introducing  the  HP  DeskWriter  C 
printer.  Only  $1,095. 


lality  that's  backed  by  a  three- 
ar  warranty. 

u've  probably  been  imagining 
ur  work  with  a  little  color, 
ter  all,  you're  a  Macintosh 
er.  You're  always  wondering 
tat's  next.  If  you'd  like  us  to 
nd  you  some  samples  of  the 
?skWriter  C's  work,  call 
300-752-0900,  Ext.  2647. 
'  visit  your  nearest  authorized 


HP  dealer  and  sign  up  for  a 
chance  to  win  a  Caribbean 
cruise  for  two.*  *  Color  is  what 
the  business  world  is  coming  to. 

HP  Peripherals 

When  it's  important  to  you. 


tfiSk 


HEWLETT 
PACKARD 


)91  Hewlett-Packard  Company  PE12116 


REFLECTIONS  OF  AN  AFFIRMATIVE  ACTION  BABY 

By  Stephen  L.  Carter 

Basic  Books  •  286pp  •  $23.00 


UP  FROM 

AFFIRMATIVE  ACTION 


I 


Who  needs  TV  season  premieres 
for  entertainment  this  Sep- 
tember? Right  now,  the  na- 
tion's most  uplifting  drama  or  meanest 
comedy  (depending  on  your  political 
leaning)  is  being  presented  in  the  Capitol 
Hill  hearing  room  where  conservative 
Supreme  Court  nominee  Clarence  Thom- 
as is  facing  Senate  confirmation  hear- 
ings. Although  the  Bush  Administration 
insists  color  has  nothing  to  do  with  the 
nomination,  Thomas  is  black,  as  is  the 
liberal  Justice  Thurgood  Marshall,  whom 
he  would  replace.  In  truth,  the  nation's 
love-hate  relationship 
with  affirmative  action 
seems  to  demand  such  ra- 
cial— if  not  ideological — 
tit  for  tat. 

What's  especially  ironic 
is  that  Thomas  opposes 
most  preferences  based 
on  race.  Exploring  the 
chasm-filled  terrain  of  af- 
firmative action  and  how 
it  affects  even  those  who, 
like  Thomas,  reject  it  is 
one  of  the  most  fascinat- 
ing accomplishments  of 
Stephen  L.  Carter's  Re- 
flections of  An  Affirma- 
tive Action  Baby. 

Carter,  a  Yale  law 
school  alumnus  and  pro- 
fessor who  says  he  was 
admitted  there  because  he  is  black, 
doesn't  just  add  his  voice  to  the  chorus 
against  affirmative  action.  Rather,  he 
uses  that  topic  as  a  jumping-off  point  to 
survey  a  number  of  often-avoided  issues 
involving  race  in  America.  Political  con- 
servatism, the  liberal  demand  for  politi- 
cally correct  language,  and  the  debate 
among  middle-class  blacks  about  the  rel- 
evance of  the  traditional  civil  rights 
agenda  are  all  targets.  And  though  Car- 
ter sometimes  misses  the  mark,  his  con- 
tinual testing  of  the  shibboleths  of  race- 
speak  is  always  thought-provoking. 

He  is  at  his  most  provocative  criticiz- 
ing affirmative  action,  skillfully  building 
on  the  argument  of  scholar  William  Ju- 
lius Wilson  that  programs  too  often  ben- 
efit those  already  educated  and  poised  to 
enter  the  mainstream.  "For  all  that  it 
has  assisted  the  black  middle  class,  affir- 
mative action  has  done  nothing  at  all  for 
the  true  victims  of  racism,"  he  argues. 


"We  can  talk  all  we  want  about  diversi- 
ty, about  the  need  to  bring  into  the  corri- 
dors of  power  the  excluded  viewpoint  of 
the  oppressed,  but  that  is  not  the  same 
as  bringing  into  the  corridors  of  power 
the  oppressed  themselves." 

Carter  is  a  case  in  point.  The  accom- 
plished son  of  a  Cornell  University  pro- 
fessor, he  grew  up  comfortably  middle- 
class  in  upstate  New  York  in  the  1960s. 
Nonetheless,  he  attended  Stanford  Uni- 
versity on  a  scholarship  earmarked  for 
disadvantaged  blacks  and  believes  his 
race  is  a  key  reason  Yale  accepted  him. 


t  has  assisted  the 


black  middle  class, 
[but  it]  has  done 
nothing  for  the  true 
victims  of  racism9 


Stephen  L.  Carter 

Reflections 
M  an 
Affirmative 

Action  Baby 


Carter  bristles  that  society  so  often 
assumes  that  "black"  equals  "disadvan- 
taged" and  that  the  assumption  lets 
America  pursue  "racial  justice  on  the 
cheap."  It  is  easier  and  less  costly  to 
ease  the  way  for  skilled  blacks,  he  notes, 
than  to  improve  ghetto  schools. 

Ideally,  Carter  would  see  affirmative 
action  eliminated.  At  the  least,  he  calls 
for  narrowing  its  focus  to  help  the  truly 
disadvantaged  get  the  educational  capi- 
tal to  enter  the  system.  After  that,  he 
insists,  blacks  must  advance  based  on 
excellence.  "If  we  can  gain  for  ourselves 
a  fair  and  equal  chance  to  show  what  we 
can  do — what  the  affirmative  action  lit- 
erature calls  a  level  playing  field — then 
it  is  something  of  an  insult  to  our  intel- 
lectual capabilities  to  insist  on  more." 

Carter  dwells  less  on  recommenda- 
tions for  change  than  on  how  affirma- 
tive action  has  gone  awry.  And  he 
doesn't  seem  to  appreciate  how  much 


harder  ending  hiring  preferences 
be  on  working-class  and  poor 
than  on  college  graduates  like  him 

Still,  he  is  right  to  see  danger 
current  call  for  cultural  and  ethni< 
versity"  in  education  and  business 
movement,  by  asserting  that  blac 
fer  a  special  voice  or  perspective 
unwittingly  justify  lower  standard 
blacks,  he  writes.  Carter  himself 
initially  rejected  by  Harvard  law 
because  of  his  academic  record  bu 
accepted  once  Harvard  learned  he 
black.  This  "best  black  syndrome" 
doubt  on  the  achievements  of  bl 
even  in  their  own  minds,  Carter  n 
There's  a  thin,  continually  shiftin 
between  encouraging  black  self-rel 
and  "blaming  the  victim"  that  write 
race  tread  at  their  peril.  That's  esp 
ly  true  for  blacks  who  dissent  fro 
mainstream  civil  rights  agenda,  of 
affirmative  action  remains  a  pillar. 
Carter  began  publishing  essays 
tioning  affirmative  a 
he  has  been  criticize 
his  relatively  privil 
background  and  hi 
leged  lack  of  racial 
ty.  The  main  problen 
says,  is  that  he  do 
speak  in  a  politically 
rect  black  voice.  But 
lencing  debate  solves 
problems;  it  only  li 
the  range  of  possible  i 
tions,"  he  writes 

So  Carter's  a  nec 
servative,  right?  No 
all.  While  his  call  to 
tail  affirmative  action 
draw  approving  nodi 
the  Heritage  Founda 
true  conservatives 
blanch  at  his  content 
that  the  death  penalty  is  applied  unfi 
against  blacks  and  that  U.  S.  taxes 
too  low.  Moreover,  Carter  believes 
racism  remains  far  more  prevalent 
do  most  black  conservatives  writing 
day.  He  is  not  easily  labeled. 

That's  why  his  book  is  so  satisfy 
Carter  thumbs  his  nose  at  solutions 
fered  by  the  right  (which  laments 
preferences  have  crippled  blacks)  anc 
the  left  (which  continually  catalogs 
sons  why  society  keeps  blacks  f 
achieving  on  a  par  with  whites).  In 
trast,  Carter  opposes  affirmative  ac 
because  he  believes  passionately 
blacks  don't  need  the  crutch  of  pre 
ence.  "If  we  as  a  people  were  not  de: 
ed  by  slavery  and  Jim  Crow,"  he  wri] 
"we  will  not  be  beaten  by  the  demis< 
affirmative  action." 

BY  JAMES  E 

Senior  Writer  Ellis  got  his  first  job  thro 
an  affirmative  action  program. 
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Showcase 
for  Your 
Company. 


tARCELONA 


The  business  world  is  marked  by  unpredictability  and  volatility.  But  in  these  unsure  nines,  there's  one  sure  thing.  Every  four 
years,  one  of  the  most  exciting  and  unique  sports  opportunities  comes  along.  For  the  audience  as  well  as  the  athletes.  Not  to 
mention  the  advertisers.  It's  the  Summer  Olympics  on  NBC.  And  it  won't  be  long  before  The  Games  of  the  25th  Olympiad  begin. 

At  no  other  time  is  it  possible  to  reach  such  an  enormous  and  influential  group  of  upscale  decision  makers  as  during  NBC's 
161  hours  of  coverage.  Your  company  benefits  by  being  connected  with  the  aura  of  excellence  that  surrounds  this  spectacle. 
And  it's  a  documented  fact  that  by  associating  with  this  global  event  and  these  inspired  competitors,  you  are  perceived 
as  an  industry  leader.* 

The  world  is  coming  to  Barcelona,  from  July  25  to  August  9, 1992.  Isn't  this  the  place  for  you  and  your  company  to  be? 

*  Source  SRI  Olympic  Survey 


FOR  INFORMATION  ON  N3C  BROADCAST  SPONSORSHIP  AND  MARKETING  OPPORTUNITIES  AVAILABLE  TO  YOU;  PLEASE  CALL: 
BERT  ZELDIN,  VP  OLYMPIC  SALES  AND  MARKETSNG,  AT  212-664-4168  OR  ALAN  COHEN,  SR.  VP  MARKETING,  AT  212-664-2030 
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"  Software  for 
mahogany  dealers 
doesn't  grow 
on  trees." 


"I  sell  exotic  hardwoods,  so  I  need 
software  that  s  pretty  unusual.  I  spent 
two  years  hx>kingfor  the  right  thing, 
with  no  luck. 

"  Finally  I  decided  to  call  IBM,  and 
in  one  day,  they  found  what  I  needed. 
You  know  what's  amazing  about  that? 
That  I  hadn't  called  them  sooner' 

Over  21,000  software  applications 
(from  IBM  and  others)  are  listed  at  IBM's 
National  Solution  Center,  along  with 
over  16,000  customer  references. 

Which  means  we  can  find  the  right 
software  for  nearly  any  kind  of  business 
and,  most  likely,  the  names  of  companies 
who  are  already  using  it. 

To  put  IBM's  National  Solution  Center 
to  work  for  you,  call  us  at  1  800  IBM-6676, 

ext.  975.  We'll  arrange   —  ^—m 

for  an  IBM  marketing     E    ~  ~  ~"  ~~ 
rep  to  call  you. 
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IHATS  GOOD  FOR  JAPAN 

»NT  necessarily  good  FOR  THE  U.S. 


UN  S.  BLINDER 


ie  industrial  policy 
it  revved  up  Japan 
the  1950s  would  be 
lisaster  for 
3  U.S.  in  the  1990s 


N  S.  BLINDER  IS  THE  GORDON  S. 
TSCHLER  MEMORIAL  PROFESSOR 
ECONOMICS  AT  PRINCETON 
)  THE  AUTHOR  OF  HARD  HEADS, 
T  HEARTS 


Western  observers  marveling  at 
Japan's  economic  success  have  long 
sought  the  "secret"  behind  it.  There 
are  many  ingredients  in  the  Japanese  stew,  of 
course,  and  some  are  hardly  mysterious.  Still, 
parceling  out  credit  to  the  various  contributors 
is  a  worthy  endeavor.  How  else  are  we  to  de- 
cide which  aspects  of  the  Japanese  system 
are  worth  emulating  and  which  are  not? 

I  find  it  useful  to  divide  the  explanations  for 
Japan's  industrial  success  into  two  broad  cat- 
egories: things  every  nation  does  but  Japan 
does  better,  and  things  Japan  does  differently. 

Under  the  first  heading  come  such  stock 
items  as  an  educational  system  that  produces 
legions  of  literate  and  numerate  industrial 
workers,  extraordinary  levels  of  investment, 
Japan's  vaunted  ability  to  adopt  and  adapt 
technology  originating  abroad,  and  the  plain 
capacity  for  hard  work.  These  are  all  impor- 
tant, no  doubt.  But  they're  hardly  secrets.  If 
that  was  all  there  was  to  the  Japanese  mira- 
cle, potential  imitators  would  know  just  what 
to  do— though  doing  it  might  be  problematic. 

But  I  think  there's  more— much  more.  At 
least  three  prominent  theories  of  what  sets  the 
Japanese  economy  apart  have  surfaced,  each 
claiming  to  lay  bare  the  secret  of  Japan's  suc- 
cess. Having  spent  most  of  the  past  several 
months  studying  and  visiting  Japan,  I  pro- 
pose to  examine  these  three  theories  in  this 
and  later  columns. 

Perhaps  the  earliest  theory  attributed  the 
Japanese  economic  miracle  to  a  brilliant  in- 
dustrial policy  that  guided  and  assisted  the 
private  sector— and  shielded  it  from  foreign 
competition.  The  key  players  in  this  drama 
are  Japan's  powerful  Finance  Ministry,  the 
Bank  of  Japan,  the  development  banks  they 
created,  and  especially  the  fabled  Ministry  of 
International  Trade  &  Industry. 
touchy  subject.  The  "miti  did  it"  theory  is  fa- 
vored by  boosters  of  industrial  policy  but  has 
few  adherents  among  American  economists. 
To  our  way  of  thinking,  it  can't  be  true:  Bu- 
reaucrats cannot  allocate  capital  better  than 
capitalists,  and  trade  protection  reduces,  rather 
than  raises,  national  productivity.  While  ar- 
dent free-marketers  espouse  the  antigovern- 
ment  view  with  particular  fervor,  most  of  us 
find  it  at  least  somewhat  persuasive. 

While  visiting  Japan,  I  discussed  miti's  role 
with  a  wide  variety  of  businessmen,  profes- 
sors, and  government  officials.  The  subject  is 
a  sensitive  one  these  days  because  miti,  which 
proclaims  its  innocence,  is  often  held  culpa- 
ble for  Japanese  protectionism.  So  getting  an 
objective  appraisal  of  miti's  achievements  is 
well-nigh  impossible.  And  hard  facts  are  hard 
to  come  by  because,  for  example,  many  of 


miti's  actions  leave  little  or  no  trace  in  the 
government  budget. 

Yet  my  discussions  turned  up  a  remarkable 
consensus  on  at  least  one  point:  that  miti  was 
influential,  important,  and  a  positive  force  dur- 
ing the  1950s  and  1960s.  It  did  its  work  by 
some  combination  of  picking  and  creating  win- 
ners with  low-interest  loans,  access  to  foreign 
exchange,  licensing,  tax  breaks,  protection 
from  foreign  competitors,  and  myriad  other 
favors— just  the  things  that  governments  al- 
legedly cannot  do  well. 

When  I  inquired  about  miti's  failures,  two 
well-known  cases  invariably  came  up.  In  the 
1960s,  miti  foolishly  decided  that  two  auto- 
mobile companies  were  enough  and  pressured 
Honda  Motor  Co.  and  others  to  quit  the  in- 
dustry. History  records  not  only  miti's  bad 
judgment  in  this  instance  but  its  inability  to 
work  its  way.  The  second  episode  was  miti's 
unsuccessful  efforts  to  establish  and  organize  a 
competitive  petrochemical  industry.  Conser- 
vative economists  always  cite  one  or  both  of 
these  cases  to  denigrate  Japanese  industrial 
policy.  But  if  those  were  Mm's  only  failures,  its 
early  track  record  is  a  marvel. 
long  shadow.  I  therefore  risk  expulsion  from 
my  clan  by  concluding  that  successful  indus- 
trial targeting  was  instrumental  in  the  first 
two  decades  of  the  Japanese  miracle.  Help- 
fulness helped. 

But  that  can't  be  the  whole  story,  or  even 
close  to  it,  because  the  Japanese  miracle  con- 
tinued through  the  70s  and  '80s  as  miti's  pow- 
ers dwindled.  MITI  is  still  a  force  to  be  reck- 
oned with,  especially  for  foreign  businesses. 
But  no  one  thinks  the  ministry  can  steer  the 
private  sector  as  it  once  did.  Companies  are 
simply  too  big,  too  prosperous,  and  too  inde- 
pendent for  that.  The  debate  over  miti's  role 
in  Japan's  recent  industrial  success  is  over 
whether  it  played  a  small  part  or  none  at  all. 
A  good  bet  is  that,  while  Min  is  now  a  shadow 
of  its  former  self,  that  shadow  is  a  long  one. 

History  is  one  thing,  policy  another.  The 
fact— if  it  is  a  fact— that  industrial  policy 
worked  well  in  Japan  in  the  1950s  does  not 
necessarily  commend  it  to  the  U.  S.  in  the 
1990s.  Japan's  strange  system  of  government 
permitted  an  elite  cadre  of  highly  motivated 
bureaucrats  to  call  the  industrial-policy  shots— 
at  least  in  manufacturing.  And  they  did  so 
based  on  economic  and  technical  criteria  and 
the  national  interest.  In  the  U.  S.,  however, 
politicians  representing  50  states  and  435  con- 
gressional districts  would  call  the  shots,  prob- 
ably  based  on  parochial  political  criteria.  And 
that's  a  formula  for  disaster.  So  if  we  are  to 
learn  from  Japan,  we  had  better  look  else- 
where, as  I  will  in  subsequent  columns. 
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WE  WERE  DOING  BUSINESS  IN  THE  PACIFIC  RIM  WHEi 
THE  FIGURING  WAS  DONE  ON  AN  ABACUS.  The  A1G  Comparh 
have  been  doing  business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance 
Shanghai  in  1919.  and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  busink 


Dorlda'ide.  Our  experience  in  oveiseas  markets  and  our  understanding  oj local  business  practices  and 
arance  needs  give  A1G  people  a  unique  advantage  when  sewing  multinational  businesses  around  the  world, 
ether  it's  computers,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES, 

American  International  Group.  Inc..  Dept.  A.  7()  Pine  Street.  New  York.  NY  10270. 


conomic  Trends 


BY  GENE  KORETZ 


FAT  PAYCHECKS  GOT 
STATES  AND  CITIES 
DEEP  IN  HOCK... 


Most  Americans  are  acutely  aware 
that  the  nation's  states  and  cities 
are  wrestling  with  their  worst  fiscal  cri- 
sis in  at  least  a  decade.  With  their  ag- 
gregate operating  budgets  running  some 
$37  billion  in  the  red  over  the  past  12 
months  (compared  with  a  surplus  of  $5.6 
billion  as  recently  as  1986),  governors 
and  mayors  have  been  busy  raising 
taxes  and  cutting  services,  exerting 
painful  pressure  on  people's  pocketbooks 
and  quality  of  life  in  the  process. 

Government  officials  blame  the  fiscal 
squeeze  on  a  number  of  developments, 
including  the  depressing  impact  of  the 


STATE  AND  LOCAL  WORKERS 
STILL  GET  FATTER  PAY  HIKES 


STATE  AND  LOCAL 
GOVERNMENT  WORKERS 
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A  PERCENT  INCREASE  OVER  'AVERAGE  WAGES  ANO  BENEFITS 

PREVIOUS  12  MONTHS  PER  HOUR  OF  WORK 

DATA  BUREAU  OF  LABOR  STATISTICS 


recession  itself  on  tax  revenues,  cut- 
backs in  federal  support  at  a  time  when 
local  needs  have  been  multiplying,  and 
huge  increases  in  federally  mandated 
expenditures  for  programs  such  as  med- 
icaid. But  the  real  sleeper,  according  to 
economist  Robert  L.  Marks  of  New 
York's  SOM  Economics  Inc.,  is  to  be 
found  in  civil  service  pay  patterns.  "A 
good  part  of  state  and  local  govern- 
ments' current  financial  problems,"  he 
says,  "relates  to  years  of  overgenerous 
employee  compensation  trends." 

As  the  chart  shows,  throughout  the 
past  decade,  average  annual  increases 
in  wages  and  benefits  awarded  to  state 
and  local  government  workers  have  con- 
sistently outstripped  those  won  by  work- 
ers in  private  industry.  As  a  result, 
notes  Marks,  average  compensation  per 
state  and  local  government  employee 
rose  by  82%  in  the  10  years  ended  June, 
1991— far  faster  than  the  53%  rise  in 
consumer  prices  and  the  61%  increase  in 


average  total  compensation  garnered  by 
private-sector  employees. 

Since  employee  compensation  totaled 
$424  billion  in  the  second  quarter,  or 
over  half  of  state  and  local  government 
expenditures,  this  difference  translates 
into  big  bucks.  Indeed,  Marks  calculates 
that  the  state  and  local  payroll  tab 
would  now  be  some  $50  billion  a  year 
lower  than  its  present  level  if  total  com- 
pensation per  employee  had  risen  at  the 
same  rate  as  in  the  private  sector.  In 
other  words,  state  and  local  budgets 
would  now  be  in  the  black  rather  than 
deeply  in  the  red. 

All  this  might  be  less  disquieting  if 
state  and  local  government  employees 
earned  less  than  their  private-sector 
counterparts,  as  they  did  in  the  early 
postwar  period.  But  according  to  the 
Bureau  of  Labor  Statistics,  total  com- 
pensation per  full-time  employee  was 
about  the  same  in  the  private  and  the 
state  and  local  government  sectors  at 
the  start  of  the  1980s,  with  the  latter 
group  now  enjoying  premium  pay  and 
benefit  status. 

The  big  question,  of  course,  is 
whether  fiscal  constraints  will  now  trim 
government  workers'  compensation  gains 
to  those  awarded  to  private-sector  work- 
ers. It  hasn't  happened  so  far,  but  if  it 
doesn't  start  happening  soon,  Marks  pre- 
dicts, "the  difference  in  compensation 
trends  will  become  a  major  focus  of  tax- 
payer discontent." 


...WHILE  FEDERAL 
EMPLOYEES  STAYED 
AHEAD  OF  THE  PACK 


In  fairness  to  state  and  local  govern- 
ment employees,  it's  worth  noting  that 
they  weren't  alone  in  winning  compen- 
sation hikes  over  the  past  decade  that 
exceeded  those  granted  to  their  private- 
sector  counterparts.  Federal  employees 
also  registered  larger  gains  in  wages 
and  benefits. 

What's  more,  federal  workers  enjoy 
far  higher  absolute  compensation  levels. 
According  to  the  latest  available  Labor 
Dept.  estimates,  total  average  compen- 
sation of  federal  employees  on  a  full- 
time  equivalent  basis  in  1989  was  over 
30%  higher  than  that  of  private-industry 
workers,  compared  with  a  9%  edge  en- 
joyed by  civil  service  employees  at  the 
state  and  local  level. 

That  large  differential,  however,  has 
much  smaller  implications  for  the  feder- 
al budget  deficit  because  wage  and  ben- 
efit payments  to  federal  employees  are  a 
small  fraction  of  total  federal  expendi- 
tures. Indeed,  Robert  Marks  estimates 
that  federal  outlays  for  wages  a^J  ben- 


efits would  be  only  $10  billion  or 
lower  today  if  compensation  hikes  in 
federal  sector  over  the  past  decade  1 
stayed  in  line  with  those  won  by 
private  sector. 


AN  OBSCURE  INDICATO 
MAY  HERALD 
HAPPIER  TIMES 


While  doubts  regarding  the  viabi 
of  the  recovery  are  growing, 
vestment  analyst  Bruce  Kirk  of  S 
Warburg  &  Co.  is  confident  that  e 
nomic  activity  accelerated  at  a  heal 
pace  in  the  third  quarter.  The  reas 
Kirk  notes  that  volume  shipments 
corrugated  containers,  which  were  do 
in  the  first  half  of  the  year,  increa: 
about  4.8%  and  3%  in  July  and  Aug 
over  their  levels  a  year  earlier. 

"Shipments  of  corrugated  containe: 
explains  Kirk,  "have  historically  b< 
closely  correlated  with  the  chang 
momentum  of  economic  activity,  beca 
almost  all  goods  produced  in  the  eco 
my  are  packed  in  containers  and  cc 
panies  generally  order  such  packag 
on  a  hand-to-mouth  basis."  In  line  w 
the  pickup  in  demand,  adds  Kirk,  pri 
of  linerboard— -the  key  ingredient  of  fi' 
boxes— have  also  strengthened  recen 


THE  1980s'  SURGE 
IN  HOME  PRICES 
WAS  MOSTLY  A  MIRAGI 


At  first  glance,  it  looks  like  a  heal' 
rise  in  value  calculated  to  bri 
smiles  to  homeowners'  faces.  Accord 
to  Census  Bureau  estimates,  the  med 
value  of  owner-occupied  homes  in 
nation  rose  from  $47,200  in  1980 
$79,100  in  1990.  The  problem  with  t 
rosy  picture  is  that  it  involves  wl 
economists  term  "money  illusion"— t 
is,  the  numbers  are  not  adjusted  for 
flation.  In  real  terms,  says  Census,  ' 
median  value  of  owner-occupied  hon 
rose  just  5%  during  the  past  deca 
And  the  true  increase  was  even  L 
than  that,  since  the  housing  stock  its 
was  upgraded  during  the  decade 
many  new  homes  with  more  amenit 
such  as  central  air-conditioning  and  ex 
bathrooms  were  constructed. 

The  modest  appreciation  chalked 
by  homes  in  the  1980s  contrasts  shar 
to  the  gain°  enjoyed  by  homeowners 
tne  1970s,  ^.i  that  decade,  reports  C 
sus,  the  real  median  value  of  owner- 
cupied  homes  soared  by  39%  as  th 
current-dollar  value  nearly  tripled,  fr 
$17,000  to  $47,200. 
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PO  Box  3900,  Peoria,  Illinois 
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Conventional  business  wisdom  says: 
never  let  the  competition  know 
what  you're  doing.  But  at  Novell, 

we  believe  the  secret  of 
success  is  to  share  your  secrets. 
So  we  established  the 
Novell  Labs  program  to  openly  share 
our  networking  software  technology 
with  other  companies. 
The  result  is  that  customers  can 
buy  products  from  companies  like  IBM, 
Compaq,  and  Hewlett-Packard, 
and  know  they'll  work  optimally 

on  their  Novell  networks. 
While  you  might  consider  our 
approach  unconventional,  consider  this: 
Novell  NetWare®  lets  more 
kinds  of  computers  talk  to 
each  other  than  any  other 
networking  software  in  the  world. 
Which  is  information  we  wouldn't 
mind  sharing  with  anyone. 


1NOVELL 


The  Past,  Present,  and  Future  of 
Network  Computing. 


In  The  Past,  There  Was  Only  One  Way 
A  Company  Could  Reliably  Exchange  Information 

With  The  Competition. 


Funny  it  doesn't  loo 
like  a  conference  center. 


Corporate 


Llil 


Now  you  can  call  a  conference  anywhere.  Even  in  the  middle  of  nowhere. 
How?  Simply  carry  one  of  the  AT&T  Cards.  Then  all  you  have  to  do  to  make  a  conference 
call  is  rind  the  nearest  public  phone  and  give  us  your  AT&T  card  number.  We'll  set  up 
the  whole  thing,  including  getting  in  touch  with  everyone  you  want  to  talk  to. 

It's  just  one  of  the  innovative  services  available  with  the  AT&T  Calling  Card,  the 
AT&T  Corporate  Calling  Card,  or  the  AT&T  Universal  Card.  For  more  on  all  the  ways 
our  cards  can  help  you  when  you're  on  the 
road,  call  1  800  222-0300,  Ext.  289. 


It's  all  in  the  cards. 


AT&T 


©1991  AT&T 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ECOVERY-ROOM  REPORT: 

HE  PATIENT  IS  STILL  FEELING  WEAK 


rhis  is  a  recovery  that  only  economists  can  appreci- 
ate. The  number  jockeys  can  show  it  to  you  in  the 
data,  but  that  doesn't  mean  you  can  feel  it. 
!Tie  August  employment  report  is  a  case  in  point, 
ce  April,  payrolls  have  risen  by  110,000  workers 
art).  But  that's  the  slowest  start  in  any  of  the  five 
vious  upturns,  when  average  job  growth  in  the  first 
r  months  of  recovery  was  more  than  four  times  as 
t.  Those  were  gains  you  could  feel  as  well  as  see. 

In  terms  of  gross  national 
product,  the  third  quarter  looks 
encouraging.  Rising  factory 
production  will  slow  the  inven- 
tory liquidation  that  has  been 
going  on  since  the  end  of  last 
year:  a  plus  for  GNP.  Also,  con- 
sumer spending  began  the  quar- 
ter at  a  high  level,  which  will 
give  GNP  another  kick. 

The  loud  message  from  the 
job  markets,  however,  is  that 


SlUGGISH  HIRING 
IINDERS  RECOVERY 


AUG.  '91 


stained  growth  in  consumer  spending  and  factory  pro- 
ction  is  no  sure  thing.  Job  growth  is  barely  sufficient 
support  the  pace  of  income  and  spending  necessary  to 
arantee  the  recovery's  survival.  Incomes  are  already 
etched  thin,  as  consumers  try  to  pay  off  burdensome 
bts  and  replenish  their  skimpy  savings. 
A.nd  until  more  businesses  feel  the  recovery,  they  will 
unwilling  to  help  the  economy  along  by  boosting  their 
vestment  in  new  buildings  and  equipment.  Indeed,  the 
vernment's  latest  survey  of  capital-spending  plans 
ows  that  companies  are  cutting  back  on  their  second- 
lf  outlays.  The  survey  was  done  in  July  and  August, 
len  the  upturn  was  supposedly  well  under  way. 

FINDING  A  The  August  job  numbers  highlight  a  big 
I0B  IS  reason  why  the  recovery  remains  so  ethe- 

UPHILL  rea]  Excluding  the  small  but  robust 
WORK  health  care  industry,  there  has  been  no 

covery  in  service  employment.  That's  important,  be- 
use  service  producers  employ  78%  of  all  nonfarm 
Drkers,  and  they  generate  74%  of  all  wages  and  sala- 
is.  Jobs  in  services  other  than  health  care  fell  in  Au- 
lst  to  the  lowest  level  since  January,  1990. 
Because  of  the  drag  from  services,  nonfarm  jobs  rose 
mere  34,000  in  August,  after  declining  by  73,000  in 
ily.  Manufacturers  posted  the  third  increase  in  payrolls 
the  past  four  months.  Construction  employment,  how- 
'er,  fell  for  the  third  consecutive  month,  partly  reflect- 
g  the  shaky  housing  recovery. 


Service  producers  put  on  10,000  more  workers  last 
month,  but  without  the  36,000  increase  in  health  care, 
service  employment  dropped  by  26,000.  Retailing,  whole- 
saling, and  government  accounted  for  most  of  the  losses. 

Service  jobs  exploded  during  the  1980s,  but  demand 
growth  in  many  service  industries  has  now  cooled  off, 
turning  those  huge  labor  pools  into  costly  burdens.  Ser- 
vices from  advertising  to  finance  are  restructuring  their 
operations  in  an  effort  to  cut  costs  and  improve  profits 
as  pricing  power  weakens  in  a  low-inflation  environment. 

That  restructuring  even  includes  state  and  local  gov- 
ernments, which  are  beset  by  budget  problems.  State 
and  local  agencies  shed  40,000  workers  in  August,  on  top 
of  a  61,000  cut  in  payrolls  in  July.  More  job  cuts  are 
already  in  the  works,  and  they  will  be  a  drain  on  overall 
employment  and  earnings  in  coming  months. 

The  job  picture  in  manufac- 
turing looks  brighter.  The  fac- 
tory sector  is  where  the  recov- 
ery has  been  the  most  evident — 
at  least  in  the  data.  Factories 
added  42,000  new  hires  in  Au- 
gust, following  a  25,000  in- 
crease in  July.  In  addition,  the 
factory  workweek  increased  by 
12  minutes,  to  40.9  hours,  and 
overtime  gained  6  minutes,  to 
3.8  hours.  More  jobs  and  work 


MORE  HOURS  MEAN 
RISING  PRODUCTION 
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time  virtually  assure  that  industrial  production  posted  a 
fifth  consecutive  advance  in  August  (chart). 

But  the  foundations  of  the  manufacturing  rebound  are 
starting  to  wobble  a  little.  Production  got  a  boost  from 
the  spring  recoveries  in  housing  and  autos,  but  home 
demand  retreated  in  July,  and  car  sales  fell  in  August. 

The  most  encouraging  aspect  of  the  August  job  report 
was  the  continued  absence  of  any  worrisome  pressures 
on  inflation.  Average  hourly  earnings  rose  0.4%  last 
month,  but  they  had  fallen  by  0.1%  in  July.  In  the  past 
year,  hourly  pay  has  risen  just  3.3%.  That's  down  from 
nearly  4%'  during  the  previous  year,  a  sign  that  wage 
gains  will  not  be  fueling  price  hikes. 

CONSUMERS  The  August  increases  in  hourly  pay  and 
STRUGGLE  work  time  do  point  to  a  gain  in  personal 
TO  DIG  OUT  income  for  the  month.  But  it's  not  clear 
OF  DEBT        now  much  0f  that  money  will  go  to  extra 

spending,  because  households  are  in  a  deep  debt  hole. 

And  right  now,  they  are  more  interested  in  climbing  out 

than  getting  further  in. 
In  July,  consumer  installment  credit  fell  by  $838  mil- 
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CREDIT  LOSES 
ITS  APPEAL 


lion,  its  eighth  drop  in  the  past  10  months.  Debt  out- 
standing is  now  0.4%  below  its  year-ago  level  (chart). 
That  kind  of  drop  hasn't  happened  since  the  stringent 
credit  controls  of  the  early  1980s.  A  sharp  decline  in  auto 
loans  is  leading  the  retreat,  and  consumers  are  also 
cutting  back  on  revolving  credit,  mostly  credit  cards. 

Meager  gains  in  personal  in- 
come over  the  past  year  aren't 
helping  debt-laden  households. 
And  lenders  are  feeling  some  of 
the  pinch.  The  Mortgage  Bank- 
ers Assn.  (MBA)  reports  a  rise  in 
mortgages  that  are  delinquent 
for  30  days  or  more.  In  the  sec- 
ond quarter,  5.28%  of  mort- 
gages were  past  due,  up  from 
4.95%  in  the  first  period.  The 
second-quarter  rate  was  the 
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highest  since  1986.  Consequently,  banks  are  scrutinizing 
consumer  loans  more  closely. 

Since  rising  delinquencies  usually  lag  behind  the  end 
of  a  recession,  the  rate  may  go  higher.  The  MBA  says  the 
rate  of  loans  that  are  overdue  for  at  least  90  days  is  also 
rising,  a  harbinger  of  more  outright  defaults. 

Since  households  are  apt  to  pay  the  mortgage  before 
other  bills,  rising  delinquencies  reflect  the  problems  of 
weak  consumer  fundamentals:  slow  income  growth,  du- 
bious job  prospects,  and  a  thin  cushion  of  savings. 


I CAPITAL  In  such  an  uncertain  climate  for  consum- 
PROJECTS  er  demand,  businesses  are  hesitant  to 
ARE  ON  shell  out  for  new  buildings  and  equip- 
HOLD  ment.  According  to  the  Commerce  Dept.'s 

summer  survey,  businesses  expect  to  raise  their  capital 
spending  by  only  0.5%-  this  year,  to  $535.1  billion.  That's 
a  sharp  drop  from  the  2.7%-  gain  projected  in  the  survey 
done  in  April  and  May.  Outlays  rose  by  5%  in  1990. 
The  survey  says  that  all  the  gains  are  yet  to  come. 


Spending  in  the  first  half  was  unchanged  from  the  s 
ond  half  of  1990,  but  outlays  in  the  second  half  of  li 
are  slated  to  grow  at  an  annual  rate  of  3.9%>.  The  n 
second-half  plans,  however,  are  more  than  $14  bill 
below  the  projection  in  the  previous  survey. 

And  there  is  plenty  of  doubt  that  even  these  trimm 
down  plans  will  hold  up.  New  orders  for  capital  goi 
excluding  aircraft  took  a  big  jump  in  July,  but  they 
still  far  below  their  pace  of  1990,  and  the  backlog 
unfilled  orders,  excluding  planes,  is  down  2.6%  fron 
year  ago.  Also,  new  contracts  for  nonresidential  bu; 
ings  began  the  third  quarter  at  a  steep  20.7%  annual  r; 
below  their  second-quarter  pace,  when  they  fell  16%'. 

Capital  spending  by  manufac- 
turers is  set  to  drop  by  3.3% 
this  year,  with  outlays  falling 
steadily  during  the  course  of 
the  year  (chart).  With  factories 
now  using  only  78%  of  capacity, 
they  have  little  need  to  add 
more  facilities.  Usually,  operat- 
ing rates  have  to  edge  above 
83%  before  factories  boost  capi- 
tal outlays  in  any  big  way. 
Meanwhile,  nonmanufactur 
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OUTLAYS 


NONMANUFACTURING 
J  I  I  I  I  I  I  l_ 


I  II  III  IV  I  II  III  IV  I  II  III 
'89  '90  '91  -PLANN 

A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  COMMERCE  DEPT.,  8W 


ing  industries  are  set  to  lift  their  outlays  by  2.6%  t 
year.  A  boost  in  investment  in  aircraft  is  one  reason,  t 
spending  by  commercial  and  other  service  industries 
expected  to  grow  by  3.4%'.  This  rise  is  further  evider 
of  the  service  sector's  restructuring.  By  investing 
machinery  instead  of  expanding  payrolls,  service  comj 
nies  intend  to  improve  productivity  and  cut  labor  cos 
While  this  shift  will  help  widen  profit  margins,  the  t 
losers  in  the  near  term  will  be  many  service  employe' 
Job  worries  are  a  big  reason  why  recent  consumer  si 
veys  show  an  unusual  lack  of  optimism  this  far  into 
recovery.  And  as  long  as  that's  true,  consumers  will 
see  the  upturn  with  the  same  clarity  as  economists. 


BUSINESS  INVENTORIES 


Monday,  Sept.  16,  10  a.m. 
Inventories  held  by  manufacturers, 
wholesalers,  and  retailers  probably  fell 
by  0.2%  in  July,  according  to  economists 
surveyed  by  mms  International,  a  unit  of 
McGraw-Hill  Inc.  The  loss  would  be  the 
sixth  in  a  row  for  inventories,  including 
a  0.3%  drop  in  June.  Business  sales  like- 
ly increased  a  strong  0.6%  in  July,  after 
a  0.2%  gain  in  June.  That's  suggested  by 
the  already-reported  rises  in  factory  and 
retail  sales. 

INDUSTRIAL  PRODUCTION  

Tuesday,  Sept.  17,  9:15  a.m. 

Industrial  output  probably  increased  by 

0.5%  in  August,  the  same  healthy  rise  as 


in  July.  That's  indicated  by  the  increase 
in  hours  worked  in  the  factory  sector  in 
August.  Gains  in  the  production  of  steel, 
fabricated  metals,  and  chemicals  are 
likely  to  lead  the  August  advance. 

CAPACITY  UTILIZATION  

Tuesday,  Sept.  17,  9:15  a.m. 
The  August  increase  for  industrial  out- 
put expected  by  the  MMS  consensus  sug- 
gests that  factories,  utilities,  and  mines 
used  about  80%  of  their  capacity  in  Au- 
gust, a  rise  from  the  79.7%  rate  in  July. 

HOUSING  STARTS  

Wednesday,  Sept.  18,  8:30  a.m. 
Housing  starts  probably  stood  at  an  an- 
nual rate  of  about  1.06  million  in  Au- 
gust, say  MMS  economists.  That's  little 


changed  from  the  1.07  million 
July.  The  sharp  8.5%  drop  in  new-hoilj 
sales  in  July,  however,  and  the  declineM 
hours  worked  in  the  construction  indil! 
try  in  August  suggest  that  homebuilfj 
ing  activity  may  have  been  much  weakp 
last  month. 

MERCHANDISE  TRADE  DEFICIT  ; 

Thursday,  Sept.  19,  8:30  a.m. 
The  mms  consensus  expects  that  the  fl 
eign  trade  deficit  widened  to  about  $! 
billion  in  July,  after  falling  to  an  eig] 
year  low  of  $4.02  billion  in  June.  Expoi 
and  imports,  which  have  both  declin 
for  two  months  in  a  row,  are  project 
to  have  risen  in  July.  A  large  increase 
oil  imports,  however,  could  push  t 
trade  deficit  higher  than  expected. 
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In  the  age  of  information, 

survival  still  depends 
on  hunters  and  gatherers. 

In  that  modern-day  tribe 
called  a  corporation,  it's  still  the  sur 
vival  of  the  fittest. 

And  in  the  treacherous  nine 
ties,  the  fittest  will  certainly  be 
the  best  informed. 

So  making  it  safely— and  pros 
perously— through  the  next  quar- 
ter may  well  depend  on  having 
a  plentiful  supply  of  the  news  and 
information  business  feeds  on. 

The  richest  source  of  that 
precious  resource  is  Dowjones, 
publisher  of  the  business  worlds 
newspaper  of  record,  The  Wall 
Street  Journal.  As  well  as  the  pre- 
mier provider  of  electronic  news 
and  information  to  the  business 
community,  including  its 
most  indispensable 


For  more  information,  call  us  at  1-800-522-3567,  Ext.  184.  In  New  Jersey,  1-609-520-8349,  Ext.  184. 

The  Wall  Streel  Journal  isa  registered  trademark.  Dowjones  Newsservice.  Dowjones  Report.  DowPhone  and  Dowjones  News/Retrieval  are  registered  service  marks  and  The  Wall  Streeijournal  Report  JournalPhone 
DowVision  and  Facts  Delivered  are  service  marks  of  Dowjones  &  Company.  Inc  O  1 990  Dowjones  &  Company.  Inc  All  Rights  Reserved 


newswire,  the  Dowjones  News 
Service  (the  "Broadtape"). 

To  garner  this  valuable  intel- 
ligence, we  deploy  hundreds  of 
newsgatherers  all  over  the  world 
to  root  out,  analyze  and  instantly 
report  on  breaking  developments 
in  every  business  discipline  and 
industry.  Then  we  serve  it  all  up  in 
a  variety  of  ways. 

Everything  from  our  five  spe- 
cialized newswires  to  The  Wall 
Street  Journal  Report  and  the  Dow 
Jones  Report  on  television  and 
radio.  From  Dowjones  News/Re- 
trieval on  your  personal  computer 
to  Facts  Delivered  on  your  fax 


machine.  From  DowPhone  and 
JournalPhone,  available  wherever 
touch-tone  phones  are  found,  to 
DowVision,  a  futuristic  corporate 
information  system  conveniently 
available  in  the  present. 

All  of  this  is  dedicated  to  the 
notion  that  you  should  never  again 
have  to  forage  for  facts. 

Especially  in  times  like  these, 
which  rather  insistently  demand 
thatyouacton  them. 

Dow  Jones 
Information  Services 

The  lifeblood  of  business. 
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THE  MUNI 
MINE  FIELD 

DEFAULTS  ARE  UP— AND  MAY  GET  WORSE 


ot  long  ago,  the  Richmond 
(Calif.)  school  system  was  at  the 
top  of  its  class.  Under  a  charis- 
matic new  superintendent,  Walter  L. 
Marks,  the  suburban  San  Francisco  dis- 
trict launched  an  ambitious — and  cost- 
ly— "magnet  school"  program  that  al- 
lowed students  to  choose  what  school  to 
attend.  Two  years  ago,  Richmond  was 
transformed  into  a  national  showcase 
for  school  reform  when  the  White  House 
picked  the  system  to  host  a  three-day 
conference  attended  by  1,000  educators. 

No  one's  cheering  Richmond  now. 
With  the  school  system  as  much  as  $60 
million  in  the  red,  the  district  sits  mired 
in  bankruptcy  proceedings.  Among  the 
biggest  potential  losers:  Investors  who 
thought  they  were  purchasing  $8.3  mil- 
lion in  safe  municipal  bonds  but  were 
really  buying  unrated  "certificates  of 
participation"  sold  to  cover  the  system's 
operating  expenses.  Since  the  bankrupt- 
cy, a  trustee  has  picked  up  the  bonds' 
interest  payments.  But  for  bondholders, 
that's  a  temporary  solution. 
time  bombs.  Richmond  isn't  unusual.  A 
decade  of  spiraling  spending  by  local 
governments  followed  by  economic  re- 
cession has  prompted  a  sharp  increase  in 
defaults  in  the  $830  billion  municipal- 
bond  market  (chart).  Surprisingly,  the 
trouble  isn't  in  Northeastern  cities  such 
as  Philadelphia  and  Bridgeport,  Conn., 
which  are  managing  to  stave  off  de- 
faults despite  their  budgetary  travails. 
Instead,  problems  are  cropping  up  in 
more-prosperous  Sunbelt  cities,  where 
governments  piled  on  debt  during  the 
1980s  to  fund  an  array  of  high-profile — 
and  high-risk — projects.  The  list  includes 
failed  convention  centers,  apartment 
complexes,  and  jails.  In  some  cases,  cit- 
ies even  played  the  money  markets  with 
bond  proceeds  and  lost  when  risky  high- 
yield  investments  collapsed. 

Institutional  and  individual  investors 
alike  have  been  left  out  in  the  cold.  So 
have  financial  institutions  and  federal 
agencies  that  often  guaranteed  the 
bonds.  So  far,  however,  defaults  haven't 


slowed  a  buying  spree  in  the  muni  mar- 
ket. Says  Michael  C.  Hardie,  director  of 
the  municipal-bond  group  at  Colonial 
Management  Associates  Inc.:  "In  their 
quest  for  income,  investors  are  buying 
riskier  and  riskier  credits." 

It  may  be  that  the  extent  of  the  prob- 
lem just  hasn't  hit  home  yet.  After  all, 
the  $4  billion  in  defaults  expected  this 
year  is  only  a  tiny  fraction  of  municipal 
bonds  outstanding.  Still,  the  rising  tide 
of  defaults  is  chilling  for  investors  who 
view  munis  as  an  ideal  mix  of  tax  breaks 
and  safety.  Most  of  the  current  prob- 
lems have  come  in  "revenue"  bonds, 
which  caught  fire  in  the  1980s.  Unlike 
more  traditional  "general  obligation" 
bonds — those  backed  by  an  authority's 
full  taxing  power — revenue  bonds  are 
often  targeted  for  a  specific  project  and 
paid  off  with  earnings  from  that  project. 
They  usually  don't  require  voter  approv- 
al and  aren't  guaranteed  by  the  issuer. 

More  and  more,  cities  resorted  to  such 
financing  schemes  as  they  pursued  pro- 
jects that  taxpayers  were  unlikely  to 
fund  outright.  In  California,  only  15%  of 
the  $18  billion  in  bonds  issued  last  year 
were  GOs,  with  revenue  bonds  and  certif- 
icates of  participation  such  as  those 
Richmond  issued  making  up  the  balance, 
estimates  Zane  B.  Mann,  publisher  of 
California  Municipal  Bond  Advisor. 
There's  already  trouble  in  San  Francis- 
co, where  the  South  Beach  Marina 
Apartment  complex  is  failing  to  produce 
enough  income  to  cover  bonds  used  to 
finance  the  project.  With  the  Federal 
Housing  Administration  threatening  to 
foreclose,  a  trustee  bank  has  taken  over 
the  interest  payments. 

Many  of  the  issues  emerged  in  the 
early  1980s,  when  governments  took  ad- 
vantage of  a  federal  tax  loophole  to  is- 
sue tax-exempt  industrial  development 
bonds  to  fund  everything  from  industrial 
parks  to  motels.  When  Congress  closed 
the  loophole  in  1986,  however,  municipal- 
ities raced  more  than  $355  billion  worth 
of  bonds  to  market  to  get  under  the 
wire.  Many  of  those  issues  were  time 


Tucson  Electric  Power  industrial  $430  mill! 
revenue  bonds  able  rate  | 
 MEMPHIS  

Bonds  for  future  housing  projects      $400  mi 
invested  in  high-yield  securities         9.75%  d 

SAN  FRANCISCO 


FHA-backed  bonds  to  fund  the  $46.7  mil 
South  Beach  Marina  Apartments      7.1  %  du< 

LOS  ANGELES 


Redevelopment  bonds  to  build  $4.8  milli< 
the  Los  Angeles  Theater  Center  12.75% 
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i  payments  on  bonds  financing  an  apartment  complex  in  San  Francisco 


1GRADED  Munis  to  fund  Denver's  new  airport  sank  close  to  junk-bond  level 
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■ 

COME  Pecos,  Tex.,  raised  $12  million  in  bonds  for  a  private  prison  that's  still  empty 


bombs:  Governments  raised  more  money 
than  they  needed,  then  paid  out  interest 
due  in  the  first  few  years  out  of  the 
proceeds.  When  this  "capitalized  inter- 
est" ran  out,  governments  were  often 
unable  to  meet  payments. 

Some  newer  issues  face  the  same 
problem.  Consider  depressed  Pecos 
County,  Tex.  Officials  there  borrowed 
$12.2  million  at  9.75%  in  1989  to  help  a 
private  company  called  N-Group  Inc.  de- 
velop a  prison  that  would  house  out-of- 
state  convicts — and  employ  140  local  res- 
idents. When  N-Group  failed  to  land  any 
contracts,  Pecos  fired  the  company. 
With  the  jail  sitting  empty,  Pecos  has 
used  $4.2  million  in  capitalized  interest 
to  pay  bondholders.  But  with  no  busi- 
ness prospects  in  sight,  the  county  is 
expected  to  default  next  August. 
matter  of  time.  In  extreme  cases,  some 
governments  never  even  used  the  pro- 
ceeds from  bond  offerings  as  intended. 
Instead,  hoping  to  make  money  on  the 
spread,  they  parked  the  proceeds  in  oth- 
er, higher  yielding  investments  to  earn 
rich  interest  until  the  money  was  needed 
to  fund  the  municipal  projects.  In  Mem- 
phis, for  instance,  the  housing  authority 
raised  $400  million  in  9.757'  bonds  to 
build  low-income  housing.  Before  any 
project  began,  however,  Memphis  put 
the  proceeds  into  junk-bond-backed 
"guaranteed  investment  contracts"  sold 
by  Executive  Life  Insurance  Co.  When 
Executive  Life  was  seized  by  California 
regulators  last  April,  its  payouts  ended. 
As  a  result,  Memphis  is  expected  to  de- 
fault on  Sept.  15. 

Even  more  prudent  governments  are 
having  their  problems.  Denver,  for  in- 
stance, has  issued  $1.5  billion  in  revenue 
bonds  over  the  past  two  years  to  pay  for 
the  first  new  TJ.  S.  airport  in  20  years. 
One  of  the  facility's  biggest  tenants, 
however,  is  to  be  Continental  Airlines 
Inc.,  which  declared  bankruptcy  last  fall. 
Denver  officials  insist  that  because  of 
the  city's  strategic  location,  other  carri- 
ers would  rush  to  fill  any  void  left  by 
Continental  if  the  airline  shut  down.  But 
the  bankruptcy  prompted  Standard  & 
Poor's  Corp.  to  downgrade  the  bonds  to 
near  junk-bond  level. 

For  investors,  such  risky  behavior  by 
cities  and  counties  is  a  rude  awakening. 
But  the  message  of  the  rising  bond  de- 
fault rate  is  clear:  Until  the  economy 
rebounds  and  eases  the  fiscal  pressures 
on  local  governments,  investors  who 
want  to  enjoy  the  richer  yields  of  munici- 
pal revenue  bonds  should  look  very 
closely  at  what  they  buy. 

By  Dean  Foust,  with  Mike  McNamee,  in 
Washington,  Chuck  Hawkins  in  Atlanta, 
Deborah  Fowler  in  Houston,  and  bureau 
reports 
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A  GAP  OUTLET  IN  RYE,  N.Y.:  THE  CHAIN  PLANS  150  NEW  STORES  A  YEAR  THROUGH  THE  MID-'90s 


EVERYBODY'S  FALLING 
INTO  THE  GAP 


In  a  flat  retail  market,  it's  surging — and  rivals  are  running  to  catch  up 


onnie  Kirby  doesn't  spend  much 
time  wondering  where  to  shop. 
Tlir  f>:;-year-old  homemaker 
spends  about  $2,000  a  year  buying 
clothes  for  her  husband,  children,  and 
grandchildren,  and  she  does  virtually  all 
of  it  in  one  place — The  Gap.  "The  prices 
are  reasonable,  and  the  styles  are  right 
on,"  Kirby  explained,  as  her  husband 
snapped  up  two  $24  polo  shirts  at  San 
Francisco's  Stonestown  Galleria.  "I 
think  of  The  Gap  as  dressing  America." 

It's  the  McDuds  strategy,  you  might 
say,  for  The  Gap  Inc.  is  hell-bent  on 
becoming  to  apparel  what  McDonald's  is 
to  food.  The  chain  that  in  1969  began  by 
peddling  records  and  Levi's  under  one 
roof  is  now  selling  neckties,  sneakers, 
even  infant's  wear.  And  it's  clobbering 
the  competition.  While  the  retail  indus- 
try saw  August  sales  edge  up  \7<  to  2% 
The  Gap's  lunged  ahead  21%.  Sales  this 
year  at  stores  open  at  least  12  months 
have  surged  11%.  At  a  time  when  debt- 
laden  consumers  are  only  reluctantly 
buying  clothes,  The  Gap  is  using  a  sim- 
ple formula  devised  by  Chairman  Donald 
G.  Fisher  and  President  Millard  S. 
"Mickey"  Drexler:  Offer  basic,  afford- 
able clothes  in  sparse,  well-lit  stores. 

Through  a  savvy  ad  campaign  featur- 
ing such  celebrities  as  Spike  Lee  and 


Joan  Didion,  The  Gap  has  turned  plain 
clothing  such  as  jeans  and  T-shirts  into 
fashion  statements.  The  appeal  seems  to 
run  from  Telegraph  Avenue,  Berkeley, 
to  Beacon  Hill,  Boston.  "They  offer  good 
value — decent  quality  at  a  very  good 
price,"  says  Carlo  Tunioli,  general  man- 
ager of  a  unit  at  rival  retailer  Benetton 
Group.  "That's  their  secret." 
lost  on  safari.  The  Gap  hasn't  done 
everything  right.  After  a  stretch  of  fast 
growth,  The  Gap  tried  in  1983  to  expand 
via  its  purchase  of  Banana  Republic,  a 
137-store  chain  that  used  to  specialize  in 
offbeat  clothing  and  men's  safari  wear. 
But  in  1987,  the  jungle  fad  faded,  and 
The  Gap  slipped  as  if  on  a  peel.  The 
company  also  stum- 
bled after  launching 
Hemisphere,  a  nine- 
store  chain  that  sold 
trendier — and  costli- 
er— clothing.  It  closed 
in  1989  with  a  $6.5  mil- 
lion write-off. 

More  challenges  lie 
ahead,  as  some  tough 
rivals  pay  The  Gap  the 
sincerest  form  of  flat- 
tery. Designer  Ralph 
Lauren  plans  next 
year  to  open  a  10,000- 
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square-foot  store  in  Manhattan  that  vj 
carry  a  vast  selection  of  sportswel 
And  Milanese  fashion  designer  Gior0 
Armani  recently  unveiled  a  scheme  i 
open  200  to  300  A/X  Armani  Exchany 
boutiques  in  the  U.  S.  They'll  sell  jeat 
and  casual  wear  in  a  stark  setting  sir! 
lar  to  The  Gap  stores.  Although  J 
mani's  threads  are  likely  to  be  pricil 
"this  is  a  very  real  potential  threat  \ 
The  Gap,"  says  New  York  retail  consfl 
tant  Kurt  Barnard. 

Don't  bother  telling  that  to  The  Ga 
"We  have  growth  opportunities  for  tj 
foreseeable  future,"  says  Treasuiji 
Warren  R.  Hashagen.  He  points  out  trfl 
the  company  now  claims  only  2%  of  t| 
$100  billion-a-year  U.  S.  apparel  mark! 
The  Gap  already  has  opened  1,181  storl 
and  plans  about  150  more  a  yea 
through  the  mid-1990s.  Although  Tb 
Gap  adds  some  15%  more  square  foa 
age  a  year,  sales  per  square  foot  arel 
suffering  (chart). 

baby  duds.  How  do  they  do  it?  One  wj 
is  through  frequent  replenishment  I 
mix-and-match  inventory.  That  enabl 
the  company  to  clear  out  unpopulfi 
items  fast — which  prompts  shoppers  | 
check  in  on  the  new  selections  more  \ 
ten.  Thomas  Tashjian,  an  analyst  I 
First  Manhattan  Co.,  estimates  that  Tjj 
Gap  stores  replace  their  inventory  ' 
times  a  year.  That  compares  with  < 
times  at  other  specialty  apparel  store 
To  keep  up  its  pace,  The  Gap  plans 
focus  on  the  fast-growing  children's  a 
infant's  wear  markets.  In  1986, 
launched  GapKids,  a  chain  of  star 
alone  stores.  And  in  February,  19! 
GapKids  began  spawning  babyGap 
partments.  Fifty  GapKids  will  open  tl 
year,  and  40  to  50  are  slated  for  1992 
All  this  has  taken  shareholders  for 
breathtaking  ride.  Last  year  at  this  tin 
the  stock  bumped  around  12.  Now,  i 
changing  hands  in  the  40s,  or  more  th 
30  times  what  The  Gap  earned  over  t 
past  12  months.  Analysts  expect  T 
Gap's  profit  to  leap  48%  this  year, 
$213  million  on  sales  of  $2.5  billion. 

If  Fisher  and  Drexler  misstep  ; 
dash  such  great  expectations,  investc 
could  take  a  tumb 
Benetton's  Tunii 
thinks  the  risk  for  T 
Gap  is  that  consume 
may  grow  weary 
basics.  "They  have 
watch  out  ai 
evolve,"  he  warr 
But  at  the  momei 
about  all  that  seer 
to  be  falling  into  T 
Gap  is  money. 
By  Maria  Shao  in  & 
Francisco,  with  Lau 
Zinn  in  New  York 


Commentary/by  Christopher  Farrell  and  Michael  J.  Mandel 


HELPING  THE  SOVIETS:  AID  IS  GOOD,  BUT  TRADE  IS  BETTER 


uick,  geography  experts:  What 
■  three  big  countries  are  closest 
^Hm-iiIh  I  .  S  "  Mexico  and  Cana- 
,  natch.  You  get  extra  credit  if  you 
40  named  the  Soviet  Union. 
Despite  that  proximity,  the  convul- 
>ns  on  the  Soviet  side  of  the  Bering 
rait  are  barely  touching  the  U.  S. 
onomy.  True,  overseas  investors 
eking  a  safe  haven  after  the  attempt- 
1  coup  bought  dollars,  Treasury 
<nds,  and  other  dollar-based  assets, 
id  yes,  U.  S.  defense 
eds  will  continue  to 
rink  as  the  Soviet  em- 
re's  military  threat  re- 
des. But  U.  S.  banks 
e  due  only  a  fraction  of 
e  billions  the  Soviets 
/e  commercial  banks, 
nd  U.  S. -Soviet  trade 
nounted  to  a  mere  $4.2 
llion  in  1990,  compared 
th  $20  billion  with  Chi- 
..  "The  last  couple  of 
sars  have  been  the 
:ace,  love,  and  hugs 
a,  but  not  much  real 
onomic  activity  has 
ippened,"  says  Mark 
itler,  managing  direc- 
r  of  Soviet  Strategies, 
i  Anchorage  (Alaska) 
nsulting  firm. 
It's  time  for  a  change, 
le  Soviet  republics  are 
ruggling  to  set  up  mar- 
't  economies.  At  the 
me  time,  the  U.  S.  and 
her  Western  nations 
e  under  enormous  pressure  to  boost 
rect  aid.  Yet  the  interests  of  both  the 
est  and  the  Soviets  might  be  best 
rved  by  a  step  that  would  have  little 
lpact  today  but  could  yield  huge  re- 
ins not  too  long  from  now:  Help  the 
>viets  join  the  world  trading  system. 
tOWTH  potential.  Foreign  aid 
lould  flow,  especially  emergency  re- 
if  to  get  the  republics  through  the 
ming  winter.  But  that's  not  enough, 
>r  should  it  be  the  main  course.  The 
dustrialized  nations  would  be  wise  to 
'Cus  their  economic-development  ef- 
rts  on  encouraging  open  markets  and 
ade.  More  important  than  member- 
lip  in  the  International  Monetary 
and  and  the  World  Bank,  which 
;ems  not  far  off,  is  admitting  the  So- 
ets  to  the  General  Agreement  on  Tar- 
fs  &  Trade  (GATT),  a  global  frame- 
ork  for  lowering  trade  barriers.  "It's 


access  to  markets  that  creates  incen- 
tives for  private  entrepreneurs  and 
government  to  do  all  the  right  things," 
says  Susan  M.  Collins,  a  Harvard  Uni- 
versity economist. 

The  Soviet  economy  is  hardly  ready 
to  get  in  there  and  slug  it  out  with 
Taiwan  and  Korea  in  world  markets. 
The  ruble  isn't  convertible  into  other 
currencies — and  it  could  take  months 
for  the  Ukraine  and  the  Baltic  states  to 
move  ahead  with  plans  for  their  own 


hard  currencies.  Anyway,  the  Soviets 
have  few  goods  the  West  wants.  No 
wonder  skeptics  attach  little  impor- 
tance to  world  trade  right  now.  "For 
the  rest  of  the  century,  it's  not  a  big 
deal,"  says  Harvard  economist  Richard 
Cooper. 

But  don't  underestimate  the  power 
of  trade.  It  speeds  the  transfer  of  tech- 
nology and  expertise  from  industrial- 
ized nations  to  fledgling  entrepreneurs. 
War-torn  South  Korea,  building  on 
world  trade,  was  able  to  double  its  per- 


Lowering  trade  barriers 
would  be  more  politically 
acceptable  in  the  U.S.  than 

shipping  money  abroad 


capita  output  in  the  11  years  from  1966 
to  1977.  Its  autarchic  cousin,  North  Ko- 
rea, stagnated. 

Or,  better  yet,  look  at  Western  Eu- 
rope's recovery  after  World  War  II. 
The  much-lauded  Marshall  Plan  of  1948 
did  grant  the  Europeans  direct  aid.  But 
the  success  of  the  Marshall  Plan,  Stan- 
ford economist  Ronald  I.  McKinnon 
notes,  also  depended  on  reviving  the 
free  flow  of  trade  among  the  West 
European  nations. 

Right  now,  the  Soviets 
mainly  sell  oil,  minerals, 
some  vodka,  furs,  and  a 
few  handicrafts  to  the 
U.S.  But  that  list  will 
rapidly  expand  if  Soviet 
entrepreneurs  can  freely 
export  to  the  capitalist 
world.  Growing  exports, 
in  turn,  would  earn  prof- 
its to  fund  internal 
growth  and  get  the  Sovi- 
et Union's  economic  en- 
gine firing. 

cost-conscious.  Lower- 
ing trade  barriers  to  the 
Soviets  has  the  added 
virtue  of  greater  political 
acceptability  in  the  U.  S. 
than  would  a  massive  aid 
program.  The  Bush  Ad- 
ministration and  many  in 
Congress  are  under- 
standably loath  to  widen 
the  budget  deficit  in  the 
U.  S.  by  shipping  money 
abroad.  The  price  of  open 
markets  would  only  come 
later,  when  U.  S.  companies  would  face 
increasing  competition  from  overseas. 
Europe's  highly  subsidized  farmers 
might  face  competition  earlier  from 
Eastern  Europe  and  eventually  from 
the  Soviets  as  well.  But  working  to- 
gether to  boost  Soviet  free  markets 
may  be  just  the  nudge  the  Europeans 
and  the  U.  S.  need  to  help  revive  now- 
stalled  talks  on  revamping  gatt. 

And  while  we're  at  it,  why  not  think 
about  laying  the  groundwork  for  in- 
cluding Alaska's  mammoth  western 
neighbor  in  the  nascent  North  Ameri- 
can free-trade  zone,  along  with  Canada 
and  Mexico?  "That's  not  on  the  agenda 
right  now,"  muses  Gary  C.  Hufbauer, 
professor  at  Georgetown  University. 
"But  in  five  years,  the  picture  could  be 
very  different."  Sound  preposterous? 
Five  years  ago,  so  did  the  Soviet 
Union's  demise. 
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STRATEGIES  I 


A  COMEBACK  AT  COMPAQ? 
WAIT  TILL  NEXT  YEAR 


Long  term,  it's  making  the  right  moves  for  a  turnaround 


When  it  comes  to  Compaq  Com- 
puter Corp.,  Wall  Street  is 
downright  gloomy.  Slammed 
by  personal-computer  price  wars  and  a 
drop-off  in  demand,  the  once  high-flying 
company  lately  has  delivered  little  but 
bad  news.  That  has  driven  the  price  of 
its  stock  down  607'  this  year,  to  the  mid- 
30s.  Says  analyst  Peter  J.  Rogers,  of 
Robertson,  Stephens  &  Co.:  "Only  in  the 
computer  industry  could  a  company  like 
Compaq  rise  to  become  one  of  the  most 
successful  companies  in  American  indus- 
try, then  fall  just  as  precipitously." 

The  funny  thing  is,  Compaq  staffers, 
customers,  and  dealers  say  the  company 
is  in  better  shape  now  than  it  has  been 
for  a  year.  New  distribution  strategies, 
better  customer  support,  aggressive  new 
PC  prices,  and  an  expansion  into  Japan 
are  all  seen  as  the  first  steps  toward  a 
rebound.  Even  the  company's  August 
decision  to  put  its  $30  million  North 
American  advertising  business  under  re- 
view is  seen  as  a  positive  step.  "When 
you  have  an  experience  like  we've  had, 
you  get  very  introspective,"  says  Com- 
paq Chief  Executive  Rod  Canion. 
"There's  been  a  lot  of  change  going  on." 
upgrade  able.  That's  not  to  say  Compaq 
is  out  of  the  woods  yet.  Analysts  figure 
the  company's  third-quarter  earnings 
will  drop  below  20$  a  share,  compared 
with  last  year's  $1.38.  The  full-year  out- 
look isn't  any  better:  Compaq's  net  is 
expected  to  come  in  637 
below  its  1990  earnings. 
"This  stock  hasn't  hit 
bottom  yet,"  warns 
Rick  Martin  at  Pruden- 
tial Securities. 

But  Compaq  is  taking 
the  long  view.  The 
Houston  company  is  re- 
vitalizing its  PC  product 
line,  starting  with  four 
new  desktop  computers 
set  to  debut  on  Sept.  16. 
Three  will  come  with  In- 
tel Corp.'s  high-end 
80486  microprocessor, 
and  each  will  be  built 
around  a  concept  Com- 
paq calls  "modular  in- 
telligence." That  means 
buyers  will  be  able  to 
upgrade  their  PCs  with 
new  technologies,  in- 


(I 


eluding  microprocessors, 
memory,  and  other  fea- 
tures (table). 

The  upgradeable  PC 
isn't  a  new  idea.  Clone- 
makers  such  as  AST  Re- 
search Inc.  and  PC  heavy- 
weights such  as  IBM  all 
sell  such  machines.  But 
Compaq's  new  PCs  allow 
buyers  to  do  more  exten- 
sive upgrades,  and  to  do 
them  more  easily.  With 
the  Compaq  systems,  an 
owner  can  swap  any  one  of  five  modules 
for  a  new  one,  and  the  others  will  auto- 
matically accommodate  it.  With  other 
PCs,  replacing  one  component  can  re- 
quire a  revamping  of  other  hardware 
and  software. 

Computer  companies  acknowledge 
that  few  of  their  customers  actually  up- 
grade their  machines:  AST  says  that  less 
than  5%  of  its  PC  customers  now  do  so. 
Nonetheless,  corporate  buyers  say  that 
upgradeable  technology  is  comforting  to 
executives  who  have  been  burned  in  the 
past  by  the  industry's  meteoric  pace  of 
technological  change.  "It  gets  the  pur- 
chase approved,"  say  Steve  Walker,  PC 
coordinator  for  Pay  N  Save  Drugstores 
Inc.,  a  Compaq  customer. 

Compaq's  new  PCs,  coupled  with  plans 
for  a  color  notebook  by  early  1992,  could 
help  reestablish  the  company's  engineer- 


CEO  CANION:  "THERE'S  BEEN 
A  LOT  OF  CHANGE  GOING  ON 


THE  NEW 
COMPAQ'S 
BUILT-IN 
FLEXIBILITY 

VIDEO  CARDS  They 
let  PCs  display  and  edit 
video  with  multimedia 
software.  The  techno- 
logy is  in  its  infancy,  so  Compaq's 
upgrade  feature  could  be  popular 

BUS  The  wires  that 
connect  a  PC's  memory, 
processor,  keyboard, 
and  other  elements. 
New  networking  technology  means 
ongoing  changes  to  the  BUS 


MEMORY  Where 
information  is  stored 
in  a  PC  while  it's  being 
worked  on.  Upgrading 
memory  is  crucial,  because  new 
software  requires  more  of  it 

INPUT/OUTPUT 

How  information  enters 
and  leaves  a  PC.  Compaq 
figures  buyers  may  swap 
the  I/O  to  update  communications  or 
to  service  the  computer 

MICROPROCESSOR 

The  PC's  brain.  These 
chips  are  improved  and 
made  faster  nearly  every 
year,  so  easy  upgrades  are  essential 
if  buyers  are  to  keep  pace 
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ing  edge  over  the  competition.  Inte 
rivalry  from  clonemakers,  wh 
matched  Compaq's  technology  with 
priced  35%  less,  caused  many  of  its  b 
ers  to  switch  to  other  brands.  Com 
tried  belatedly  to  st 
market-share  eros 
with  across-the-bo; 
price  cuts  of  as  much 
34%.  But  that  tore  dee 
into  profits. 

MORE   CONTACT.  Con 

dation  among  the 
tion's  biggest  compu 
dealers  didn't  help.  Ei 
of  the  company's  top 
national  dealer  cha 
have  merged  into  fi 
this  year.  Compaq,  wh 
has  traditionally  rel 
solely  on  its  dealers 
sales,  was  left  with  p 
of  inventory.  "Two  ye 
ago,  Compaq's  distri 
tion  strategy  was  characterized  as  a  i 
jor  strength,"  says  Doug  Johns,  C( 
paq's  vice-president  of  marketing.  "N 
it's  perceived  as  a  major  weakness." 

To  fix  things.  Compaq  this  sumr 
quietly  broke  with  tradition  and 
been  slowly  authorizing  discount  cha 
and  consultants  to  sell  its  products.  ' 
company  has  also  been  stepping  up 
own  sales  contact  with  customers,  par 
through  new  support  programs,  incl 
ing  a  toll-free  hotline. 

Then  there  is  Compaq's  very-lo 
term  strategy.  That  hinges  on  a  w 
publicized  plan  to  move  into  the  mar 
for  high-powered  workstations.  To 
there,  the  PC  maker  has  allied  with  so 
84  other  companies,  including  big  gi 
such  as  Digital  Equipment  Corp.  and 
crosoft  Corp.  Dubbed  ACE,  for  Advan< 
Computing  Environment,  the  gro 
won't  deliver  produ 
until  late  1992. 

Wall  Street  figures 
has  a  shorter-term  sc 
tion  for  Compaq.  "Ta 
cally,  what's  necess, 
is  aggressive  cost-c 
ting,"  says  Robertso 
Rogers.  Canion  ste 
fastly  refuses  to  foil 
the  advice.  "If  I 
nounced  a  big  layc 
everybody  would  che 
and  the  stock  would 
up,"  he  says.  "But 
don't  feel  pressure 
These  days,  Canion  i 
ures,  he's  better 
keeping  his  eye  on 
competition,  instead 
on  the  Street. 

By  Deidre  A.  Depke 
New  York 
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ELL  HATH  NO  FURY 

KE  A  BIG  STORE  SCORNED 


rne's  department  store  is  suing  Dillard,  the  suitor  that  balked 


,ior  more  than  a  century,  Joseph 

jHorne  Co.  enjoyed  a  reputation  as 
the  department  store  of  Pitts- 

gh's  upper  crust.  It  once  boasted  a 

•time  doorman  and  even  had  a  wait- 
room  for  its  shoppers'  chauffeurs, 
the  knockdown  world  of  retailing  is 

ily  a  gentleman's  game  anymore. 

I  Home's — unable  to  pay  its  debts — 
pulled  up  its  sleeves  for  a  court 

;le  with  Dillard  Department  Stores 

,  one  of  the  nation's 

it  powerful  merchants. 

he  two  retailers  are  slug- 

y  it  out  over  charges  by 

■ne's  that  Dillard  backed 
of  a  deal  to  buy  the  ail- 
company  in  1988  after 

•upting  its  operations  and 

ring  away  many  of  its  ex- 

tives.    The  resulting 

;es  have  ruined  Home's 

inces,  forcing  it  to  post- 

e  until  May  1  an  $87  mil- 
debt  payment  due  Sept.  s\ 


se  rescue.  Like  so  many 
lpanies  with  a  hangover 
m  the  roaring  '80s, 
rne's  problems  began  af- 
a  management-led  lever- 
id  buyout,  this  one  in 
6.  Suffocating  under  $160 
lion  in  debt,  the  $274  mil- 
i  company  thought  it  had 
m  rescued  in  1988  when 
lard  and  partner  Edward 
DeBartolo,  the  billionaire 
11  developer  from 
ungstown,  Ohio,  agreed 
buy  Home's  stock  for  $74 
lion  in  cash  and  take  on 
debt  obligations.  Home's 
s  eager  to  pave  the  way, 
it  let  Dillard  virtually 
:e  over  its  14  stores — hi- 
ding merchandise-buying  and  infor- 
.tion  systems — well  before  the  deal 
s  scheduled  to  close. 
3ig  mistake.  When  Dillard  and  DeBar- 
o  backed  out  at  the  11th  hour, 
■rne's  was  a  shambles.  Its  inventories 
re  disrupted,  and  executives  had  fled, 
e  retailer  lost  more  than  $12  million 
tween  1988  and  1990.  And  with  banks' 
>blems  making  it  nearly  impossible  to 
;inance  its  debt,  Home's  found  itself 
gging  its  lenders  for  mercy, 
fhe  failed  Home's  deal  marks  the 
st  time  Dillard  has  stumbled  so  public- 


ly in  its  aggressive  expansion  drive.  The 
Little  Rock-based  chain,  led  by  Chairman 
William  Dillard,  has  nearly  doubled  its 
number  of  stores  to  196  in  the  past  five 
years,  mostly  by  snapping  up  troubled, 
middle-market  chains  in  the  South  and 
Midwest.  With  DeBartolo's  help,  Dillard 
pushed  north  in  1988  by  swallowing 
Cleveland's  Higbee  Co.  chain  for  $165 
million.  The  growth  spree  has  fueled  Dil- 
lard's  remarkable   earnings   gains  of 


FALLING  APART:  THE  NEGOTIATORS 
AND  THE  AFTERMATH  AT  HORNE'S 


10 


5h- 


PRETAX  INCOME 


FISCAL  YEARS  ENDED  JANUARY 
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A  MILLIONS  OF  DOLLARS 
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FORMER  CEO  O'CONNELL 
SEEKING  $53  MILLION 


DILLARD:  DID  HE  TRY  TO 
DRIVE  DOWN  HORNE'S  VALUE? 


DeBARTOLO:  HE  AND  DILLARD 
SOLTED  AT  THE  1  1th  HOUR 


more  than  20%  in  each  of  the  past  four 
years.  Last  year,  the  chain  showed  prof- 
its of  $183  million  on  $3.6  billion  in  sales. 

Home's  hopes  to  dip  into  Dillard's  cof- 
fers as  compensation  for  its  disastrous 
deal.  In  the  lawsuit,  filed  in  U.  S.  District 
Court  in  Pittsburgh,  Home's  has 
charged  Dillard  and  DeBartolo  with 
breach  of  contract  and  fraud.  The  suit 
alleges  that  Dillard  never  planned  to  pay 
the  agreed  buyout  price.  Instead,  it  says, 
family-controlled  Dillard  planned  to 
drive  down  Home's  value  so  it  could  buy 
it  on  the  cheap.  Not  counting  punitive 


damages,  Home's  is  seeking  $53  mil- 
lion— the  estimated  cost  of  the  lost  sales 
and  Home's  deflated  stock  value.  The 
trial  is  set  for  Jan.  27. 

Dillard  and  DeBartolo  assert  in  court 
filings  that  because  Home's  insisted  on 
a  nonnegotiable  price,  the  buyers  had  an 
option  to  walk  away  if  a  close  look  at  the 
books  turned  up  unexpected  financial 
problems.  They  contend  that  Home's 
was  in  "pathetic  shape"  and  had  over- 
stated its  net  worth  by  $7  million. 
brain  drain.  The  charges  in  the  lawsuit 
paint  Dillard  as  a  ruthless  acquisitor. 
But  the  situation  also  exposes  Home's 
as  a  naive  dealmaker.  The  Home's  deal 
was  struck  in  late  May,  1988,  with  clos- 
ing expected  in  a  month  or  two.  By  July 
of  that  year,  Dillard  had  already  in- 
stalled data  lines  and  computers  at 
Home's,  tied  to  Dillard  headquarters  in 
Little  Rock.  Higbee's,  which 
Dillard  intended  to  consoli- 
date with  Home's,  took  over 
Home's  merchandise  buy- 
ing. The  suit  contends  that 
the  result  was  late  deliveries 
of  inappropriate  apparel  and 
cosmetics  during  the  key 
holiday  and  spring  sales  pe- 
riods. Home's  says  Dillard 
told  roughly  500  salaried 
employees  that  they 
wouldn't  have  jobs  after  the 
merger.  By  the  time  the  deal 
fell  apart,  about  30%-  had  al- 
ready quit. 

The  Home's  complaint 
says  that  in  June,  when  the 
company's  executives  ques- 
tioned the  speed  of  the  con- 
version without  a  completed 
deal,  E.  Ray  Kemp,  Dillard 
vice-chairman,  told  Home's 
then-Chief  Executive  Robert 
A.  O'Connell:  "Trust  me,  it 
would  take  an  act  of  God  for 
this  deal  not  to  go  through." 
Dillard  doesn't  deny  that  its 
vice-chairman  said  that,  but 
maintains  any  such  conver- 
sation took  place  before  Dil- 
lard had  completed  its  due 
diligence.  In  any  event,  Dil- 
lard General  Counsel  James 
E.  Darr  Jr.  says  Home's 
had  the  right  to  reject  any  of  the  consoli- 
dation activities.  Other  retailers  involved 
in  Dillard  mergers  say  they  didn't  let  the 
giant  merchant  in  so  quickly. 

Both  sides  agree  trouble  began  during 
a  July  1  meeting,  when  Dillard  execu- 
tives began  questioning  Home's  ac- 
counting practices,  such  as  booking  tax 
benefits  before  yearend  and  carrying 
damaged  inventory  at  full  value. 
Home's  executives  considered  most  of 
the  complaints  red  herrings.  One  exam- 
ple: Dillard  argued  that  a  supply  of 
"Snowy  Joey"  teddy  bears  was  worth- 
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less.  Home's  says  it  later  sold  the  toys 
for  almost  $200,000.  Several  retail  execu- 
tives say  Dillard  often  "nickels-and- 
dimes"  sellers  to  cut  acquisition  prices. 
Dillard's  Darr  denies  the  claims. 

Home's  is  now  struggling  to  recover 
from  its  body  blow.  It's  negotiating  with 
junior  lenders  to  exchange  $50  million  in 
debt  for  equity.  Home's  also  is  consider- 
ing raising  cash  by  selling  its  receivables 


as  securities.  Home's  ceo  Michael  L. 
Pulte  says  those  moves  and  strong  holi- 
day sales  might  persuade  a  lender  to 
refinance  the  remaining  debt. 

No  one  wants  to  see  Home's  go  un- 
der, except  maybe  Dillard,  according  to 
the  lawsuit.  Herbert  G.  Summerfield,  an 
executive  vice-president  at  Pittsburgh 
National  Bank,  Home's  lead  bank,  testi- 
fied in  his  deposition  that  William  Dil- 


lard II,  son  of  the  chairman,  told  hi  in 
March,  1988,  that  Dillard  might  waiun- 
til  Home's  declared  bankruptcy  and>uy 
the  retailer  for  the  price  of  its  Ink 
debt.  Darr  denies  the  statement  fas 
ever  made,  but  if  Home's  can  cornice 
the  court  otherwise,  it  may  get  its  hads 
in  Dillard's  deep  pockets  after  all. 

By  Michael  Schroeder  in  PittsburghMd 
Wendy  Zellner  in  Dallas 


LABOR I 


MUCH  MORE  THAN  A  DAY'S  WORK 
—FOR  JUST  A  DAY'S  PAY? 


Food  Lion  stores  and  a  union  square  off  over  its  scheduling  policies 


Francis  D.  Carpenter  routinely  put 
in  00-  to  70-hour  weeks  during  his 
seven  years  as  an  employee  at  a 
Food  Lion  grocery  store  in  Southern 
Pines,  N.  C.  But  he  claims  he  never  saw 
a  penny  of  overtime  pay.  What's  more, 
he  charges,  the  supervisors  encouraged 
him  to  work  off  the  clock  to  meet  strict 
productivity  goals  set  at  the  chain's 
Salisbury  (N.  C.)  headquarters.  "It  got 
to  the  point  where  I  just  couldn't  take  it 
anymore,"  says  Carpenter,  who  left  in 
February  for  another 
supermarket. 

Carpenter  isn't  alone. 
On  Sept.  11,  with  the 
help  of  the  United  Food 
&  Commercial  Workers 
(UFCW),  he  and  182  other 
current  and  former 
Food  Lion  Inc.  employ- 
ees filed  a  complaint 
with  the  Labor  Dept.  It 
accuses  the  chain  of  vio- 
lating federal  labor 
laws  governing  wages 
and  hours.  The  union 
wants  the  feds  to  file  a 
class  action  on  behalf  of 
all  Food  Lion  employ- 
ees, seeking  $388  million  in  back  pay  and 
damages.  None  of  Food  Lion's  workers, 
however,  are  UFCW  members. 
GRAVY  TRAIN.  Food  Lion  says  it  has  an 
explicit  policy  against  working  off  the 
clock  and  described  the  complaint  as 
"simply  one  more  example  of  the  union's 
attempt  to  coerce  Food  Lion  manage- 
ment into  recognizing  the  union."  But 
the  company  is  in  for  a  tough  fight.  The 
UFCW  has  forced  suits  against  several 
other  employers,  most  notably  one  alleg- 
ing off-the-clock  violations  now  pending 
against  Nordstrom  Inc.  in  Seattle.  The 
effort  backfired:  Employees  at  five  of  its 
stores  this  summer  voted  out  the  UFCW. 


The  800-store  Food  Lion  surely  makes 
a  lucrative  target.  The  chain  has  steadily 
growing  earnings  (chart),  and  return  on 
equity  was  a  fat  25.8'/  last  year.  But 
much  of  its  success  stems  from  low  la- 
bor costs,  which,  at  T'<  or  so  of  sales, 
are  roughly  half  the  industry  average, 
reckons  Ed  Comeau,  an  analyst  at  Op- 
penheimer  &  Co.  The  UFCW  alleges  that 
Food  Lion  employees  perform  $64  mil- 
lion worth  of  off-the-clock  work  a  year. 
If  the  company  had  to  pay  that  in  extra 


FOOD  LION'S 
STEADY  GROWTH 


CARPENTER:  NOT  A  PENNY  OF  OVERTIME 
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wages,  it  would  have  cut  its  $284  million 
operating  profit  last  year  by  20' "< .  Food 
Lion  also  might  have  had  to  hire  more 
workers,  cutting  profits  further. 

The  union  complaint  is  that  Food  Lion 
willfully  avoided  overtime  pay  to  thou- 
sands of  hourly  employees.  It  claims 
that  the  grocer  covered  this  up  by  falsi- 
fying time  records.  The  union  also  al- 
leges that  Food  Lion  has  retaliated 
against  employees  who  attempt  to  col- 
lect overtime  pay  or  who  refuse  to  work 
the  extra  hours. 

The  complaint  concludes  that  Food  Li- 
on's 37,000  hourly  employees  often  work 
up  to  13  off-the-clock  hours  a  week.  It 


pins  the  blame  primarily  on  the  coipa- 
ny's  "effective  scheduling"  system.  Ev- 
ery week,  Food  Lion  headquarters  s«ds 
each  store  a  schedule  mandating  .he 
work  each  department  should  do  ii  40 
hours.  Some  workers  say  the  demqdw 
are  impossible  to  meet.  For  exarole, 
Betty  Deck,  a  former  store  manage  in 
Hudson,  N.  C,  alleges  that  she  haito 
run  the  register,  stock  the  beauty-ids  i 
section,  and  reshelve  the  dessert  secon  i 
all  in  one  day.  Management  has  "gcftrt 
know  that  it's  impossible  to  do  evfjii 
thing  you're  supposed  to,"  says  Dec  | 
'DON'T  get  caught.'  Other  employes  l 
claim  that  they  feared  they  wouldbe 
disciplined  if  they  didn't  work  the  earai 
hours.  "My  supervisor  would  alwys 
say:  'Do  what  you  have  to  do  to  gethe 
job  done,  but  don't  let  me  catch  ou 
working  off  the  clock,'  "  says  Carperer. 
"I  took  that  to  mean:  'Work  off  he 
clock,  but  don't  get  caught'  " 

Food  Lion  says  tat 
effective  schedung 
was  set  up  by  outde 
consultants  and  is 
based  on  what  the  air- 
age  person  can  do.  Sys 
Food  Lion  spokesan 
Mike  Mozingo:  "IfB 
employee  works  off  he 
clock  or  asks  other  t 
work  off  the  clock,  he 
reprimand  could  be  :p- 
aration  from  the  coroa- 
ny."  Still,  the  comply 
already  has  lost  anoter 
case  alleging  off-te- 
clock  violations.  Eaier 
this  year,  a  U.  S.  distet 
court  judge  in  North  Carolina  ord< 
the  company  to  pay  two  former  em] 
ees  a  total  of  $53,000  in  overtime  waes 
and  damages.  The  company  is  appeal  g 
The  battle  at  Food  Lion  is  over  nre 
than  just  money.  In  part,  union  officls 
say  they  see  a  lawsuit  as  a  potenal 
organizing  tool.  Its  primary  goal,  hovv- 
er,  is  to  check  Food  Lion's  rapid  exjn- 
sion.  Union  officials  say  that  Food  bn 
uses  an  illegal  labor  cost  advantagoto 
take  market  share — and  its  memb'S 
jobs — from  unionized  supermarkiS. 
That  makes  the  battle  a  high-staas 
proposition  for  both  sides. 

By  Walecia  Konrad  in  Atlota 


40  BUSINESS  WEEK/SEPTEMBER  23,  1991 


t 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 

THAT  USES 
THESE. 


(  HERE'S  A  HINT.  ) 


people  who  wrote  the 
ord  on  organizing  have 
iow  written  the  book. 
Producing  the  Rolodex® 
'ersonal  Organizer.  The 
irst  and  only  organizer 
lesigned  to  incorporate 
•ost-it™  brand  Notes.  Use 
hem  to  jot  down  a  lead,  reminder  or 
jreat  idea.  Then  stick  them  on  our 

nnovati  ve  Today  Page  that  moves      Our  organization  is  dedicated  to  yours. 

olodex "  is  a  registered  trademark  of  the  Rolodex  Corporation. 


ROLODEX 


freely  throughout  your  book. 
Of  course,  you  can  also  plan 
ahead  with  the  week,  month 
and  year  sections.  Refer  to 
your  convenient  phone/ 
address  section.  Or  custo- 
mize your  organizer  with 
a  variety  of  accessories. 
So  make  a  note  to  see  our  whole 
line.  Available  wherever  office  prod- 
ucts are  sold.  And  get  organized. 

"Post-tt"  is  a  trademark  of  3M 
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REGULATION  I 


WHAT  A  WAY  TO  WATCH  OUT 
FOR  WORKERS 


The  fire  in  North  Carolina  highlights  major  flaws  in  safety  enforcement 


■  n  many  food-processing  plants,  the 
I  safety  hazard  workers  fear  most  is 
Hfire.  In  1970,  the  Occupational  Safety 
&  Health  Administration  (OSHA)  required 
employers  to  keep  exit  doors  clear  as 
escape  hatches.  But  the  edict  was  cold 
comfort  to  the  relatives  of  25  workers 
who  died  on  Sept.  3,  when  a  blaze  swept 
through  the  Imperial  Food  Products  Inc. 
plant  in  Hamlet,  N.  C.  Employees  claim 
its  owners  routinely  locked 
doors  to  keep  workers  from 
stealing  chicken  parts. 

The  episode  highlights  a 
major  weakness  in  govern- 
ment protection  of  worker 
safety:  Federal  law  allows 
states  to  set  up  their  own  reg- 
ulatory regimes.  Although 
OSHA  monitors  these  pro- 
grams, it  all  but  bows  out  of 
enforcement  in  the  23  states 
that  run  their  own  show.  And 
experts  say  many  show  a  no- 
table lack  of  vigor.  "Some 
state  programs  are  really  fee- 
ble," says  Joseph  A.  Kinney, 
executive  director  of  the  Na- 
tional Safe  Workplace  Insti- 
tute, an  independent  group  in  Chicago. 
"Many  states  have  these  programs  be- 
cause the  business  community  wants  to 
keep  the  feds  out." 

more  impact.  The  feds  do  have  a  tough- 
er record.  In  fiscal  1990,  osha  issued 
citations  for  99,225  serious  violations, 
those  with  a  substantial  likelihood  of  in- 
jury or  death.  They  carry  a  $7,000  fine. 
The  23  states  brought  42,065.  In  total, 
OSHA  slapped  employers  with  $63  million 
in  fines,  compared  with  $21  million  by 
the  states.  "We  find  that  inspections 
have  the  most  impact  if  we  cite  the  most 
serious  violations,"  says  Deputy  Assis- 
tant Labor  Secretary  Alan  C.  McMillan. 


Just  look  at  North  Carolina.  It  has  the 
open-door  regulation  on  its  books,  but 
regulators  never  inspected  Imperial  in 
its  11  years  of  operations,  according  to 
the  AFL-CIO.  The  company  could  not  be 
reached  for  comment.  The  state  legisla- 
ture has  cut  the  safety  budget  by  40% 
in  the  past  decade,  leaving  27  inspect- 
ors and  trainees  to  watch  over  180,000 
employers. 


The  pattern  holds  true  for  the  poultry 
industry  in  general.  In  1989,  North  Caro- 
lina hit  Perdue  Farms  Inc.  with  $39,000 
in  fines  for  exposing  workers  to  repeti- 
tive-motion injuries  in  two  plants.  By 
contrast,  osha  fined  Cargill  Inc.  nearly 
$1  million  for  similar  violations  at  plants 
in  Georgia  and  Missouri.  "Experience 
has  shown  that  as  bad  as  OSHA  has  been, 
it  does  a  better  job  of  protecting  worker 
safety  and  health  than  states  do,"  says 
Margaret  Seminario,  the  AFL-Cio's  direc- 
tor of  safety  and  health.  On  Sept.  11, 
even  though  Imperial's  workers  aren't 
unionized,  the  AFL-CIO  called  on  OSHA  to 
take  over  safety  enforcement  in  North 


Carolina  because  of  the  Hamlet  fii 
State  officials  reject  the  criticise 
They  point  out  that  while  federal  Is 
says  Washington  must  pay  up  to  hi 
the  cost  of  state  programs,  it  has  on 
come  up  with  42%.  "There's  been  no 
flux  of  money  since  the  Reagan  Adm 
istration,"  says  Nancy  B.  Burkheimt 
who  runs  Maryland's  occupational  sai 
ty  program. 

reagan  drain.  OSHA  does  deserve  son 
of  the  blame.  In  the  past  three  yeai 
both  the  General  Accounting  Office  a 
the  Labor  Dept.  Inspector  General  ha 
found  fault  with  osha's  oversight 
states.  And  Democrats  point  to  Reaga 
era  budget  cuts  that  have  left  OSHA  wi 
about  1,200  inspectors,  compared  wi 
1,380  in  1980. 
The  Labor  Dept.'s  McMillan  sa 
OSHA  is  fixing  the  problen 
cited  by  watchdogs.  And  cn 
ics  agree  that  OSHA  has  fa 
remedies  short  of  eliminatii 
state  plans  altogether,  whi 
the  agency  is  loath  to  do  g 
en  its  own  financial  stra 
and  White  House  support 
states'  rights.  However,  tH 
would  change  under  a  maj 
OSHA  reform  proposal  receJ 
ly  introduced  by  key  Denj 
cratic  lawmakers  (table).  T 
bills  would  give  a  state  witn 
weak  safety  plan  six  mond 
to  clean  up  its  act  befd 
OSHA  takes  over.  In  the  mea 
time,  the  agency  would  ha 
joint  jurisdiction  with  state  \ 
ficials  in  enforcing  safety  laws.  The  bi 
also  would  make  it  easier  for  OSHA 
respond  to  complaints  that  citizens  lodj 
against  state  plans. 

Even  more  far-reaching,  the  bi] 
would  require  every  company  with  11 
more  employees  to  set  up  joint  workej 
management  safety-and-health  comnj 
tees.  The  panels  would  monitor  safej 
and  offer  suggestions  for  improvemei 
Such  a  group  might  not  have  saved  tj 
lives  of  the  25  workers  in  Hamlet,  jd 
the  same,  the  accident  is  likely  to  foci 
new  attention  on  the  safety  records  j 
federal  and  state  regulators. 

By  Susan  B.  Garland  in  Washingtl 


ONE  WAY  TO 
GET  WORKERS 
INVOLVED  IN 
SAFETY 

Congress  is  considering 
legislation  giving  employ- 
ees more  power  in  moni- 
toring safety.  Here's  how 
the  bills  would  work: 


COMMITTEES 


Employers  with  11  or 
more  workers  must  set 
up  management/em- 
ployee committees  to 
review  safety  and  health 
plans  and  records,  con- 
duct inspections,  and 
make  recommendations 


STANDARDS 


States  with  weak  safety 
plans  would  have  six 
months  to  improve  be- 
fore the  feds  take  over. 
Also,  timetables  would 
be  set  for  issuing  safety 
standards.  If  a  standard 
isn't  issued,  the  Labor 
Secretary  could  be  sued 


ENFORCEMENT 


Inspections  would  be  re- 
quired after  complaints 
or  if  two  or  more  work- 
ers are  hospitalized. 
Employers  would  have 
to  correct  violations 
more  quickly  and  would 
face  stiff  penalties  if 
they  don't 


WORKER  PROTECTIONS 


Workers  would  have 
stronger  rights  to  refusej 
hazardous  work.  Em- 
ployers couldn't  dis- 
criminate against  those 
who  speak  out  about  un 
safe  conditions 

DATA:  S.  1622,  H.R  3160 
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TRANSPORTATION  I 


PORK  BARREL, 
BUT  NO  BACON 


The  fight  in  Congress  over  a  juicy 
new  highway-spending  bill 


■  t  was  a  throwback  to  another  era. 
I  Despite  a  decade  of  assaults  on  new 
H  taxes  and  pork-barrel  spending,  the 
House  Public  Works  &  Transportation 
Committee  in  August  readied  a  $153.7 
billion  transportation  bill  that  included  a 
venerable  formula  for  political  success: 
bringing  the  federal  bacon  home  to  con- 
stituents. The  measure  calls  for  a  niekel- 
a-gallon  rise  in  federal  gas  taxes,  worth 
$33  billion  over  five  years,  and  $6.5  bil- 
lion in  new  spending  on  "demonstration" 
projects — many  of  which  happen  to  be  in 
the  states  of  senior  committee  members. 

But  the  panel's  decision,  which  had 
the  strong  support  of  House  Speaker 
Thomas  S.  Foley  (D-Wash.),  is  confront- 
ing more  and  more  roadblocks.  As  the 
Sept.  30  deadline  for  approving  funds 
for  fiscal  1992  approaches,  the  measure 
faces  a  hostile  reception  on  the  House 
floor  and  a  certain  White  House  veto. 
"We  are  unwilling  to  work  with  any  bill 
that  has  a  gas  tax,"  declares  Transporta- 
tion Secretary  Samuel  K.  Skinner. 

What's  more,  the  transportation  bill 
has  implications  that  go  beyond  how 
much  money  is  poured  into  projects 
championed  by  the  committee's  top  four 
members,  Chairman  Robert  A.  Roe  (D- 
N.J.),  ranking  minority  member  John  P. 
Hammersehmidt  (R-Ark.),  surface  trans- 
portation subcommittee  Chairman  Nor- 
man Y.  Mineta  (D-Calif.),  and  his  GOP 
counterpart,  E.  G.  (Bud)  Shuster  (R-Pa.). 
This  is  a  story  of  brazenness  and  miscal- 
culation— and  of  some  new  political 
rules  on  Capitol  Hill. 
crumbling  bridges.  With  the  nation's 
interstate  highway  system  nearly  com- 
plete, the  Bush  Administration  early  this 
year  opened  the  bidding  on  the  transpor- 
tation bill  with  a  relatively  modest  $105.4 
billion  package.  But  Democrats  contend 
that  far  more  must  be  spent  to  refurbish 
the  nation's  crumbling  roads  and 
bridges.  The  Coalition  for  an  Efficient 
National  Transportation  System  (CENTS), 
a  new  umbrella  organization  of  builders, 
contractors,  and  local  officials,  estimates 
that  in  the  43,000-mile  interstate  high- 
way system,  more  than  3,800  bridges  are 
structurally  deficient  and  42%  of  the 
pavement  is  in  poor  or  only  fair  shape. 

By  June,  the  Senate  had  upped  the 
ante,  approving  a  $124.2  billion  measure 
that  shied  away  from  new  taxes  and 


MASS  TRANSIT  VS.  ROADS:  A  SENATE  BILL  GIVES  STATES  LEEWAY 


HOW  TRANSPORTATION  BILLS  DIFFER 


Provision 

Senate 

House 

Funding  over 

five  years 

$124.2  billion 

$153.7  billion 

Gas  tax 

No  increase 

5c  a  gallon 

Percentage  of 

75%,  or  90%  if 

80% 

mass-transit 

program  complies 

programs 

with  Clean  Air  Act 

Washington 

or  Americans  with 

will  finance 

Disabilities  Act 

DATA  BW 

even  included  reforms  that  reduced  a 
federal  funding  bias  toward  roads  and 
against  mass  transit.  Under  the  Senate 
bill,  states  would  have  discretion  on  how 
to  split  $45  billion  among  buses,  sub- 
ways, and  highways  (table). 

That  wasn't  enough  for  the  House 
Public  Works  Committee.  It  pumped  in 
billions  more  to  pour  concrete  for  roads. 
And  the  panel  proposed  a  sixfold  in- 
crease in  funding  for  such  demonstra- 
tion projects  as  using  new  forms  of  as- 
phalt. The  committee  also  called  for  the 
nickel  boost,  to  19$  per  gallon,  in  the  gas 
tax,  which  supporters  said  would  pro- 
mote conservation  and  was  the  kind  of 
"targeted"  tax  hike  that  had  sold  well  in 
states  that  rejected  general  tax  hikes. 

But  when  word  leaked  out  that  a  third 
of  the  demonstration-project  money 
would  be  set  aside  for  work  in  the  home 


states  of  the  four  comng 
tee  elders,  the  panel  vs 
caught  red-handed — if  ig 
red-faced.  "It's  one  of  4 
benefits  of  being  in  the  ll 
four,"  says  Shuster,  whJ 
home  state,  Pennsylvari 
would  get  nearly  $1  billiji 
for  demonstration  projec). 
"That  is  a  political  realitf 
And  then,  House  Waysfc 
Means  Committee  Chi 
man  Dan  Rostenkowski  1 
111.)  pointed  out  that  unJ 
current  budget  rules,  1 
committee  couldn't  legal 
spend  all  the  money  tM 
the  gas  tax  would  raise! 

BATTLE  LINES.  That  Wasi 

the  panel's  only  misjutl 
ment.  Despite  the  Hoil 
leadership's  support,  ral 
and-filers  aren't  about  I 
follow.  As  opposition  bul 
a  humiliated  Foley  w| 
forced  to  pull  the  bill  fr<| 
floor  consideration  just  1 
fore  the  August  recel 
"People  aren't  in  the  mcl 
to  have  any  more  tax  I 
creases,  especially  whl 
they  know  the  tax  woJ 
support  questionable  rc$ 
projects,"  says  a  Ways! 
Means  aide.  "The  votj 
aren't  there  because  Denj 
crats  realize  that  a  decel 
run  at  the  White  House! 
1992  doesn't  begin  with! 
tax  increase." 

During  the  August  | 
cess,  both  opponents  al 
supporters  of  the  tl 
revved  up  for  an  inter! 
lobbying  effort.  "We  vl 
go  around  and  push  tl 
over  the  next  couple  I 
weeks  in  spite  of  the  veto  threat,"  1 
clares  CENTS  President  T.  Peter  RuaJ 
Meanwhile,  the  trucking  industry  al 
the  32-million-member  American  Aul 
mobile  Assn.,  which  usually  back  roJ 
building  programs  but  oppose  a  gas  tJ 
have  lined  up  against  the  bill.  "Wl| 
they've  done  is  indefensible,"  says  A. 
spokesman  John  F.  Haifley.  "They' 
overdone  it  this  time." 

With  both  sides  digging  in,  an  accc 
by  Sept.  30  is  unlikely.  Instead,  C< 
gress  will  probably  pass  a  short-te 
spending  measure  to  keep  current  pr 
ects  going.  In  the  end,  something  clc 
to  the  Senate  measure  is  expected 
prevail.  Pork-barrel  politics  may  not 
over,  but  its  practitioners  no  longer  ( 
joy  an  automatic  green  light. 

By  Christina  Del  Valle,  with  Pat 
Dwyer,  in  Washington 
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SPORTS  BUSINESS  I 


FROM  HEAD  SHOPS 

TO  MALLS  TO— THE  NFL? 


Flamboyant  Baltimore  retailer  'Boogie'  Weinglass  is  itching  for  a  team 


When  the  Baltimore  Colts  were 
spirited  off  to  Indianapolis  in 
the  dark  of  the  night  in  April, 
1984,  Leonard  Weinglass  and  his  buddies 
felt  as  if  they'd  been  straight-armed. 
The  football  team  had  meant  the  world 
to  them  when  they  were  kids.  In  fact, 
when  Weinglass'  pal  Barry  Levinson 
grew  up  to  make  movies,  his  1982  mem- 
oir Diner  even  included  a  character  who 
insisted  that  his  fiancee  pass  a  sports 
quiz  laced  with  Colts  trivia  before  they 
could  wed. 

Weinglass  (aka  Boogie)  was  the  inspi- 
ration for  another  character  in  the  mov- 
ie— the  slick-talking  schemer  played  by 
Mickey  Rourke.  Now.  Weinglass  has 
hatched  a  scheme  to  bring  football  back 
to  Baltimore.  Since  his  own  diner  days, 
Weinglass  has  built  a  $750  million-a-year 
retailing  chain.  Merry-Go-Round  Enter- 
prises Inc.  And  he  has  teamed  up  with 
Levinson  and  several  others  to  back  Bal- 
timore's Sept.  16  applica- 
tion for  a  National  Foot- 
ball League  expansion 
franchise.  "Baltimore  is  a 
big-league  city,"  says 
Weinglass.  Adds  Levinson: 
"You  have  to  understand 
— Baltimore  is  fanatical 
when  it  comes  to  football." 
NO  angel.  But  Weinglass 
will  have  to  get  past  a  few 
body  blocks  first.  As 
hungry  as  Baltimore  fans 
are  for  football,  the  NFL 
will  award  only  two  fran- 
chises next  fall  for  play  in 
1994.  Nine  cities  are  ex- 
pected to  apply,  with  St. 
Louis  and  fast-growing 
Charlotte,  N.  C,  among 
the  prime  contenders. 

Even  within  Baltimore, 
Weinglass  has  a  long  line 
of  competitors.  Baltimore 
stadium  officials  say  eight 
investor  groups  have  ex- 
pressed interest.  Investors 
include  former  Green  Bay 
Packers  quarterback  Bart 
Starr,  corporate  raider 
Herbert  Haft,  and  author 
Tom  Clancy.  Maryland  leg- 
islators have  already  com- 
mitted S130  million  for  a 
new  70.000-seat  football 


stadium  if  the  city  wins  the  franchise. 

Weinglass'  toughest  obstacle,  howev- 
er, might  be  his  own  history.  Herbert  J. 
Belgrad,  chairman  of  the  Maryland  Sta- 
dium Authority,  says  Weinglass  is  a  se- 
rious contender.  And  his  estimated  net 
worth  of  $200  million  goes  a  long  way. 
But  Weinglass  would  have  to  pass  mus- 
ter with  at  least  21  of  the  28  XFL  own- 
ers, who  would  scrutinize  his  finances 
and  personal  life.  And  Boogie  hasn't  al- 
ways been  an  angel. 

Like  Diner'?,  Boogie,  Weinglass  did 
get  into  a  fistfight  (30  years  ago)  with  a 
bookmaker  over  a  bet.  The  difference  is, 
the  real-life  Boogie  threw  the  bookmak- 
er's collection  agent  through  a  window. 
(No  charges  were  brought  against  him.) 
And  however  dated,  his  bettor's  image 
has  dogged  him.  Weinglass  admits  to 
having  made  legal  bets  on  sports  events 
as  recently  as  1982.  He  is  also  involved 
in  a  legal  scuffle,  facing  trial  on  Oct.  31 


WEINGLASS: 
"BALTIMORE  IS  A 
BIG-LEAGUE  CITY' 


INVESTOR  GROUPS  VYING  fOR 
AN  NFL  FRANCHISE  IN  BALTIMORE 


LEONARD  'BOOGIE'  WEINGLASS  Retailing  entrepreneur 
BART  STARR  Former  Green  Bay  Packers  quarterback 
NATHAN  LANDOW  Maryland  Democratic  Party  Chairman;  Herbert  Haft, 
investor,-  and  Vemon  Jordan,  former  National  Urban  League  president 
EDWIN  F.  HALE  SR.  Owner  of  Baltimore  Blast  soccer  team 
TOM  CLANCY  Author 


in  Aspen,  Colo.,  for  allegedly  misstate 
his  residency  in  order  to  vote  in  cl 
elections.  Although  he  lives  on  a  rani 
outside  Aspen,  Weinglass  contends  tr| 
his  condo  in  town  makes  him  a  residek 
Nowadays,  though,  the  49-year-« 
Weinglass,  gray  ponytail  and  all,  mal 
tains  that  he's  a  new  man.  His  pubJ 
relations  representative,  Sandra  S.  H< 
man,  talks  about  the  "old  Boogie  and  t? 
new  Boogie."  The  new  Boogie  overs™ 
a  foundation  that  aids  needy  youngst« 
and  says  he  gives  $800,000  yearly  I 
charities.  In  Baltimore,  he  backs  a  gm 
for  aspiring  pro  boxers.  "He  never  ffl 
got  where  he  came  from,"  says  jun* 
welterweight  Vincent  Pettway. 
papers  carrier.  Where  he  came  fro 
a  working-class  neighborhood  in  no 
west  Baltimore.  Boogie  was  the  th 
son  of  an  ailing  father  and  was  so  p 
that  he  had  to  wear  athletic-departm 
cast-offs  to  school.  Weinglass 
thrown  out  of  one  high  school  and 
not  get  his  diploma  until  age  20. 
went  to  college  briefly.  But  when  a 
as  a  hairdresser  didn't  pay  the  bi 
he  quit  school  and  went  to  work  as 
traveling  clothing  salesman.  In  19 
he  opened  a  tiny  hippie  boutique  in 
lanta  called  Merry-Go-Round,  which 
clothing,  posters,  and  fashionable  ma| 
juana  paraphernalia. 

The  business  took  d 
when  he  teamed  up  wi| 
schoolyard  chum  Har 
Goldsmith,  whose  real 
tate  savvy  helped  when 
came  to  leasing  mall  lo 
tions.  Head  shops  fad 
but  the  retailer's  trend 
even   outlandish,  clothil 
made  it  a  fixture.  T, 
chain  soared  in  the  eaij 
1980s,  adding  stores 
such  names  as  Dejaiz,  C\ 
nal,  and  Attivo.  Weingla 
took  it  public  in  1983.  Nc 
chairman,  he  has  oversel 
the  770-outlet  chain  sir 
Goldsmith  died  in  a  Febr 
ary  plane  crash. 

More    than  anythit 
though,  Boogie  has 
heart  set  on  bringing 
football  team  to  Baltimoi] 
Even  better  than  the  mo\| 
Diner,  that  would  summ<| 
fond  memories  of  his  yoi 
ger  days.  In  the  mov 
when  another  characf 
calls  him  a  dreamer,  Be 
gie  responds:  "If  you  doij 
have  good  dreams,  Bag'J 
you've  got  nightmares."] 
By  Joseph  Weber 
Baltirnore,  with  Sandra 
Atchison  in  Aspen 
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x)ts  of  financial  news  from 
'enth  Avenue:  Five  years 
er  Warnaco  Group  Chair- 
n  Linda  Wachner  won  an 
imonious  battle  to  take  the 
rerie  and  menswear  maker 
rate  in  a  $487  million  LBO, 
i's  looking  to  public  inves- 
s  again.  Warnaco,  which 
t  $17.4  million  on  sales  of 
■I  million  in  the  first  half, 
yes  to  raise  about  $93  mil- 
[i  by  selling  5.8  million 
ires  via  lead  underwriter 
rgan  Stanley. 

Then  there's  Calvin  Klein, 
's  newsy  once  more,  this 
ie  for  shelling  out  an  esti- 
ted  $1  million  on  a  116- 
je,  black-and-white  ad  at- 
hed  to  October's  Vanity 
ir.  Yet  his  finances  may  be 
re  notable.  After  a  $4.3 
lion  loss  last  year,  Klein's 
npany  posted  a  first-half 
;  of  just  $219,000— and  the 
;tom  line  would  have  been 
1  were  it  not  for  an  extraor- 
ary  gain  of  $1.9  million 
mi  a  bond  buyback. 


*PLE  AND  IBM 
FT  THE  VEIL  A  BIT 


iVhen  they  first  announced 
:ir  technology  alliance  last 
ly,  Apple  Computer  and  IBM 
In't  provide  many  details, 
w,  the  companies  are  get- 
g  ready  to  talk.  Insiders 
|  the  PC  powerhouses  are 
itatively  scheduled  to  an- 
unce  on  Oct.  2  the  details  of 
w  their  joint  venture  with 
itorola  will  be  organized, 
w  it  will  be  funded,  and 
10  will  run  the  project.  The 
o  companies  may  also  dis- 
ss their  plans  to  work  to- 
ther  on  a  computer  work- 
ition. 


DRTMAH  MAKES 
EACE  WITH  THE  BANKS 


Embattled  Atlanta  develop- 
John  C.  Portman  Jr.  has 

dged  a  bullet.  After  a  year 
haggling  with  more  than 


50  banks  owed  nearly  $2  bil- 
lion on  real  estate  projects 
around  the  world,  Portman  on 
Sept.  9  signed  a  restructuring 
pact  with  his  lenders.  The 
deal  lets  him  keep  operating 
control  of  most  of  the  assets 
and  provides  him  with  $8.3 
million  in  fresh  cash.  But  the 
banks  made  Portman  pledge 
virtually  all  of  his  personal  as- 
sets, including  his  homes,  as 
collateral.  The  banks  and 
Portman  both  are  gambling 
that  real  estate  values  and 
cash  flows  will  rise  in  the 
next  five  years,  after  which 
Portman  will  have  to  pay 
more  interest  that's  now  be- 
ing deferred  or  temporarily 
reduced.  Portman  expanded 
his  empire  rapidly  in  the  1980s 
by  tapping  lines  of  credit 
from  Citibank  and  other  lend- 
ers typically  secured  only  by 
his  signature. 


CATERPILLAR:  INCHING 
TOWARD  A  STRIKE? 


►  The  United  Auto  Workers 
announced  on  Sept.  9  that  95% 
of  its  17,000  members  work- 
ing for  Caterpillar  have  au- 
thorized a  strike  of  the  maker 
of  construction  equipment. 
While  such  a  vote  is  a  stan- 
dard step  in  contract  talks, 
the  move  heightens  the  drama 
around  the  already  troubled 
negotiations.  UAW  Secretary- 
Treasurer  Bill  Casstevens 
says  the  vote  is  a  "clear  dem- 
onstration" of  rank-and-file 
support  for  the  union.  Cater- 


WITH  RAHD  McNALLY,  WHO  NEEDS  THE  CIA? 


"Today's  newspaper  is  tomor- 
row's fish  wrapping."  That's  the 
brutal  truth  reporters  live  with 
each  day,  but  it's  not  something 
that  usually  bothers  cartogra- 
phers, especially  ones  who  pre- 
pare those  monster  atlases  par- 
ents buy  for  their  geophobic 
children  every  Christmas. 

But  the  real  world  almost 
caught  up  with  Rand  McNally 
this  year.  On  Aug.  26,  as  Boris 
Yeltsin  and  Mikhail  Gorbachev  tried  to  impose  some  order  on 
the  postcoup  Soviet  Union,  the  leading  mapmaker  stopped  the 
presses  on  its  New  Cosmopolitan  World  Atlas,  a  $60  nine- 
pounder  that  sells  big  each  fall.  With  the  Soviet  Union  collaps- 
ing in  slow  motion,  Rand  McNally  took  a  leap  of  faith.  It 
changed  the  Atlas'  maps  to  show  three  independent  Baltic 
republics,  and,  in  a  brilliant  gamble,  it  rechristened  Leningrad 
as  St.  Petersburg.  The  atlas  will  ship  10  days  late.  Now,  if 
Soviet  Georgia  can  just  keep  its  shirt  on  until  the  next  edition. 


pillar  and  the  UAW  are  in 
sharp  disagreement  over 
wage  hikes  and  the  amount  of 
health  coverage  the  company 
should  provide.  A  strike,  it's 
beginning  to  seem,  is  a  real 
possibility:  So  far,  Caterpillar 
and  the  union,  whose  contract 
expires  on  Sept.  30,  haven't 
been  able  even  to  agree  on 
where  to  meet. 


AH  OMEN  AT  LOTUS 
SPOOKS  INVESTORS 


►  Some  recent  bad  news  for 
Lotus  Development  could  be  a 
sign  of  lower  computer  soft- 
ware prices  to  come.  Implicit- 
ly conceding  the  damage  done 


to  its  prize  1-2-3  spreadsheet 
programs  by  two  years  of 
punishing  competition,  Lotus 
announced  it  would  sell  its  lat- 
est version  to  owners  of  rival 
products  for  just  $150 — 75% 
off  the  list  price.  Lotus  had 
long  resisted  deep  discounts 
on  1-2-3,  even  while  Microsoft 
and  Borland  International 
stole  market  share  using  simi- 
lar tactics.  This  price  cut  di- 
rectly hits  only  a  fraction  of 
Lotus'  revenues.  Yet  inves- 
tors worry  that  gross  profit 
margins  in  PC  software — his- 
torically, about  80% — may 
never  be  so  fat  again. 


ATEXASSWITCHMAKER 
TRIES  TO  LASSO  CASH 


►  DSC  Communications  is 
struggling  to  regain  its  foot- 
ing. On  Sept.  5,  the  Piano 
(Tex.)  maker  of  digital  switch- 
es said  it  had  hired  Goldman 
Sachs  to  help  rope  in  fresh 
cash  to  develop  products  and 
fend  off  such  giant  rivals  as 
AT&T  and  Northern  Telecom. 
DSC's  options  for  raising  mon- 
ey include  the  sale  of  all  or 
part  of  the  company,  as  well 
as  joint  ventures  or  partner- 
ships. Analysts  say  foreigners 
such  as  Ericsson,  Alcatel,  Sie- 
mens, Fujitsu,  or  NEC  would 
benefit  most  from  aligning 
with  DSC. 
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"UPS  was  coming  out  v^h 
a  rate  change.  And  I  w£  < 
notified  that  my  vendor  ;c 
was  no  longer  going  to  W 
able  to  support  my  shippg 
and  weighing  system.  Sii 
needed  new  equipment  j 
a  hurry." 

"The  first  thing  I  did1 
was  call  Pitney  Bowes,  ft 
I  had  used  their  productsi 
for  many  years  in  our  ' 
mailroom...and  they  harj 
always  taken  care  of  me! 

"Their  representative, 
came  in  with  a  whole  nei 
shipping  system.  Ourbcp 
and  journals  were  sent  op 
without  any  delay." 

"I  continue  to  work  vjfc 
Pitney  Bowes  for  a  num:r 
of  reasons.  Their  produis 
are  excellent.  Their  servie 
is  excellent.  And  their  I 
support  is  excellent.  Thf 
make  me  feel  like  I'm  an 
important  customer. 
Well,  I  am." 

At  Pitney  Bowes, 
customer  satisfaction  is 
commitment  that' s  at  th 
very  fiber  of  our  husines 
It  shapes  the  attitudes  ar 
actions  of  our  people .  A 
it's  reflected  in  the  quali 
and  reliability  of  our 
products.  What's  more, 
we  hack  it  up  with  our 
Customer  Satisfaction 
Guarantee?*1  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1025. 


"I  called  Pitney  Bowes  in 
desperation.  And  they 
responded  immediately. 
I  never  lost  one  day 
of  shipping."  ^p\\oeV 


Fran  Matero,  Assistant  Director 

Purchasing 

Maxwell  Macmillan 

A  Maxwell  Group  Company 
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iUESS  WHAT  ELSE  THE  DEMOCRATS 
iOH'T  HAVE  YET:  MONEY 


L 


ittle  Rock's  business  elite  turned  out  for  cordials  and 
cake  on  Aug.  30  just  to  meet  fund-raiser  extraordinaire 
Robert  A.  Farmer.  He  had  quit  as  Democratic  National 
immittee  treasurer  to  help  Arkansas  Governor  Bill  Clinton 
tse  money  for  his  undeclared  run  at  the  1992  Democratic 
esidential  nomination.  Arkansans  were  incredulous.  "A  ma- 
•  national  fund-raiser.  Here.  To  help  Clinton,"  gushed  one. 
Days  later  and  more  than  a  thousand  miles  away,  DNC 
lairman  Ronald  H.  Brown  stopped  by  the  Manhattan  offices 
Red  Apple  Cos.  President  John  Catsimatidis.  Why  hadn't 
e  head  of  the  supermarket  chain,  who 
ntributed  $100,000  to  the  party  and  raised 
million  for  Michael  S.  Dukakis  in  1988, 
en  giving  this  year,  Brown  asked.  Patting 
;  back  pocket,  Catsimatidis  said  he'd  like 
help,  but  there's  a  recession  on,  and  peo- 
i  are  watching  their  money.  Besides,  he 
ked,  "who's  carrying  the  football?  I  want 
see  the  guy  who's  carrying  the  football." 
As  Democrats  gear  up  for  the  1992  Presi- 
ntial  campaign,  the  traditional  big  givers 
e  holding  back.  With  President  Bush's 
election  looking  solid  and  potential  givers 
)rried  more  about  their  recession-hit  fi- 
,nces  than  the  national  campaign,  the  go- 
l  is  tough.  Even  Farmer,  who  got  individ- 
,1s  to  cough  up  $22  million  for  Dukakis  in 
87-88,  has  lowered  his  sights.  "This  is 
dng  to  be  a  $10  million  to  $15  million 
•esidential  race,  not  a  $30  million  race  like  in  1988,"  he  says. 
hlywood  factor.  Unfortunately  for  the  Democrats,  Bush 
n  raise  all  the  money  he  can  spend  as  soon  as  he  gives  his 
nd-raisers  the  word.  That  reality  has  sent  the  handful  of 
'tential  Democratic  candidates  scrambling.  Senator  Tom  Har- 
ti  (D-Iowa)  is  focusing  on  small  contributions  from  labor, 
)men's,  farm,  and  disabled  groups.  To  attract  bigger  bucks, 
i  is  wooing  Terry  McAuliffe,  chief  fund-raiser  for  House 
ajority  Leader  Richard  A.  Gephardt's  1988  Presidential  bid. 


FUND-RAISER  FARMER:  LOWER  GOALS 


Senator  Bob  Kerrey  (D-Neb.)  is  eyeing  Hollywood,  which  in 
recent  years  has  become  the  mother  lode  of  Democratic  contri- 
butions. Kerrey  has  persuaded  Robert  L.  Burkett,  an  associate 
of  producer  Ted  Field,  to  act  as  his  chief  fund-raiser  if  he  runs. 
Field,  along  with  superagent  Michael  Ovitz  and  producer  Nor- 
man Lear,  has  already  raised  more  than  $100,000  for  Kerrey. 
"It's  a  significant  coup  for  Kerrey,"  says  Maryland  State 
Democratic  Chairman  Nathan  Landow,  a  prominent  fund-rais- 
er himself.  "Even  with  no  name  recognition  and  no  national 
base  for  money,  he'll  be  able  to  raise  money  fast." 

southern  comfort.  Speed  will  be  impor- 
tant. By  this  time  in  1987,  Dukakis  and 
Gephardt  had  raised  millions.  With  the  '92 
race  just  beginning,  "there  is  a  pool  of  mon- 
ey out  there  waiting  for  an  effective  cam- 
paign," says  McAuliffe.  That  means  that 
funds  should  roll  in  for  any  candidate  who 
can  make  a  strong  showing  in  the  early 
primaries.  The  federal  government  matches 
individual  contributions  dollar-for-dollar 
during  the  primaries.  Public  funding  covers 
most  of  the  cost  of  the  general  election 
campaign. 

Democratic  hopefuls  for  lesser  races 
don't  share  the  woes  of  their  more  ambi- 
tious brethren.  For  example,  most  of  the 
half-dozen  Southern  Democratic  senators 
facing  tough  reelection  battles  have  $1  mil- 
lion or  more  on  hand.  With  limited  competi- 
tion from  Presidential  aspirants,  senators  have  had  ready  ac- 
cess to  corporate  and  labor  political  action  committees. 

But  the  Presidency  is  what  really  counts.  Under  the  best 
of  circumstances,  Democrats  can't  raise  money  like  the  GOP, 
so  fund-raising  this  year  is  just  one  more  nightmare  for  a 
party  that  can't  seem  to  find  1600  Pennsylvania  Ave.  with  a 
road  map. 

By  Douglas  A.  Harbrecht  and  Paula  Dwyer,  with  Ronald  Grover 
in  Los  Angeles 


&PITAL  WRAPUPI 


MADE 


Democrats  fell  flat  in  their  attempt 
to  make  trade  a  major  issue  in  the 
.988  Presidential  campaign.  But  the 
larty's  leaders  seem  determined  to 
?ive  it  another  try,  even  though  the 
J.  S.  trade  deficit  has  all  but  vanished, 
louse  Majority  Leader  Richard  A. 
Gephardt  (D-Mo.)  is  leading  the  charge. 
ie  announced  on  Sept.  10  that  he  will 
ntroduce  legislation  giving  the  Presi- 
lent  new  weapons  to  retaliate  against 
infair  trade  practices — and  less  discre- 
ion  in  using  the  added  powers.  He  also 
:alled  for  a  broadside  attack  on  Japa- 
lese  trade  practices  before  the  General 
Agreement  on  Tariffs  &  Trade.  On  the 


same  day,  House  Majority  Whip  David 
E.  Bonior  (D-Mich.)  also  chimed  in,  say- 
ing he  hopes  to  make  trade  issues  a 
top  priority  in  what's  left  of  this  year's 
congressional  session. 

UNEMPLOYMENT  

Democratic  leaders  think  they  may 
be  able  to  force  President  Bush  to 
accept  new  benefits  for  the  long-term 
unemployed.  Bush  signed  a  bill  extend- 
ing payments  but  used  a  budgetary 
loophole  to  deny  funding.  Now,  the 
Democrats  have  prepared  an  escape- 
proof  version.  Leaders  are  confident 
they  can  override  an  expected  veto  in 
the  House  but  are  less  sure  about  the 
Senate. 


JUNKETS 


Corporate-sponsored  travel  by  mem- 
bers of  Congress  makes  White 
House  Chief  of  Staff  John  H.  Sununu 
look  like  a  stay-at-home.  A  study  by 
the  watchdog  group  Public  Citizen 
found  that  lawmakers  took  nearly 
4,000  free  trips  in  1989  and  1990.  Lead- 
ing sponsors  were  the  Chicago  com- 
modities exchanges,  the  National  Cable 
Television  Assn.,  privately  held  Connell 
Rice  &  Sugar  Co.,  and  the  National 
Association  of  Broadcasters.  Among 
the  most  frequent  flyers:  Representa- 
tive Charles  W.  Stenholm  (D-Tex.)  and 
House  Ways  &  Means  Committee 
Chairman  Dan  Rostenkowski  (D-Ill.). 


•HINGTON  OUTLOOK 
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CANADA I 


HONG  KONG  HUSTLE 
IS  HEATING  UP  CANADA 


Thousands  of  new  immigrant  Chinese  are  bringing  in  capital  and  a  fresh  entrepreneurial  spirit 


In  1983,  P.  K.  Lui  was  a  shining  exam- 
ple of  the  entrepreneurial  energy 
that's  legendary  in  the  British  colony 
of  Hong  Kong.  His  five-year-old  busi- 
ness making  battery  chargers  for  Pana- 
sonic Co.  and  components  for  IBM  PCs 
was  booming.  Then  came  the  news  that 
Hong  Kong  would  be  ruled  by  Beijing 
after  1997.  Worried  about  Hong  Kong's 
future  under  communist  rule,  the  main- 
land-bom Lui  made  the  toughest  deci- 
sion of  his  life:  to  emigrate  with  his  wife 
and  young  children. 

It  didn't  take  long  for  Lui  to  reemerge 
in  his  new  home,  Toronto.  By  1985,  he 
had  founded  STD  Computer  Inc. — with 
one  employee.  Today,  it  is  a  thriving  as- 
sembler of  low-cost  IBM-compatible  PCs 
with  about  150  workers  and  plants  in  6 
of  Canada's  10  provinces.  Lui  obtains 
components  from  Hong  Kong  and  Tai- 
wan and  sells  to  hundreds  of  computer 
retailers.  In  the  past  two  years,  sales 
have  doubled,  to  $35  million.  Now.  the 
tireless  Lui,  41.  who  drives  a  Cadillac 
painted  red  for  good  luck,  is  expanding 
his  product  line. 

brain  drain.  Such  stories  are  becoming 
common  in  Canada.  Thanks  to  the  indus- 
trialized world's  most  open  policies  for 
business  immigrants,  Canada  has  be- 
come the  No.  1  destination  for  entrepre- 
neurs and  professionals  fleeing  Hong 
Kong.  In  one  of  history's  great  drains  of 
talent,  the  country  has  welcomed  more 
than  110,000  immigrants  from  Hong 
Kong  since  1984,  or  about  2r'<  of  the 
British  colony's  entire  population.  A  re- 
cord 29,000  arrived  in  1990.  and  as  many 
are  expected  this  year.  Immigration  ex- 
perts say  as  many  as  200,000  more 
might  arrive  by  1997. 

It's  already  clear  that  the  Hong  Kong 
Chinese  are  having  a  profound  impact 
on  Canada's  business  climate.  Just  as 
Canada  faces  free  trade  with  the  U.  S. 
and  Mexico,  the  Hong  Kong  immigrants 
are  bringing  what  Canada  needs  most  to 
compete:  entrepreneurial  energy,  experi- 
ence in  a  tough  market,  and  ties  to  huge 
amounts  of  capital  and  trading  power  in 
Asia.  The  growing  class  of  Hong  Kong 
owners  is  helping  to  stimulate  Canada's 
manufacturing  base — with  success  sto- 
ries from  electronics  to  apparel — and 


aiding  a  shift  beyond  the  traditional  fo- 
cus on  natural  resources.  The  newcom- 
ers also  are  pushing  Canada's  trade  to- 
ward the  Pacific,  which  now  exceeds  its 
trade  across  the  Atlantic. 

Some  economists  believe  the  inflow  of 
billions  of  dollars  from  the  Hong  Kong 
Chinese  has  even  given  a  boost  to  the 
Canadian  dollar  and  softened  the  impact 
of  a  nasty  recession.  In  all,  $2  billion  to 


•S4  billion  a  year  of  Hong  Kong  money 
flowing  into  Canada,  estimates  the  ( 
nadian  Imperial  Bank  of  Commen 
That  has  helped  push  the  Canadian  d 
lar  to  88$,  up  from  only  72<t  in  1986. 

The  new  blood  is  also  reinvigorati 
Canada's  business  elite,  made  up  of 
few  powerful  families  and  a  small  gro 
of  white  male  power  brokers.  As  t 
new  Chinese  assume  a  higher  profi 
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3  of  their  international  focus 
high-energy  work  ethic  is 
id  to  rub  off.  It  worked  in 
1950s  when  Canada  opened 
oors  to  waves  of  Europeans 
others  who  helped  spark 
rd  growth.  Forty  years  lat- 
t's  crucial  for  Canada  once 
e.  "To  compete  in  the  next 
ury,  we  need  a  much  more 
epreneurial  economy,"  says 
.  lael  Goldberg,  dean  of  com- 
ce  at  the  University  of  Brit- 
Columbia. 

ng  tensions.  The  sudden 
ix  of  Hong  Kong  emigres  is 
;ing  friction.  They  got  a  hos- 
welcome  in  Vancouver, 
re  the  sudden  influx  in  the 
1980s  "created  lots  of  fears 
concerns"  in  the  homoge- 
us,  British-flavored  city, 
i  Mayor  Gordon  M.  Camp- 
Some  Vancouverites 
ned  the  Chinese  for  skyrock- 
g  real  estate  prices  and  com- 
ned  bitterly  about  the  new- 
ers'  "monster  homes"  and 
lagers   driving  BMWs  to 
>ol. 

ut  tensions  have  cooled  in 
|it  months.  Campbell  held 
lie  meetings  to  help  "people 
ize  that  our  economy  is  now  more 
lient"  because  of  immigration.  In  a 
dingly  short  time,  Canada's  trade 
1  Asia  started  to  grow  faster  than 
le  with  the  U.  S.,  its  biggest  partner, 
vhere  is  the  shift  more  evident  than 
Vancouver,  where  a  huge  Asian  in- 
:  has  created  an  economic  vitality 
it's  like  California  after  World  War 

says  Jon  Markoulis,  vice-president 
and  developer  Concord  Pacific  Devel- 
ients  Ltd.  In  fact,  British  Columbia 

virtually  escaped  the  recession  ham- 
ming central  Canada  because  of  the 
/  Asian  links. 

lany  of  the  newcomers  are  exception- 
•  affluent.  Those  entering  under  Can- 
.'s  special  immigration  program  for 
estors  bring  in  more  than  $1.5  million 
3ce,  far  above  the  required  minimum 
$220,000.  So  it  hasn't  taken  long  for 
m  to  emerge  as  key  players.  In  Van- 
ver,  Victor  Li,  a  Canadian  citizen  and 
sst  son  of  billionaire  tycoon  Li  Ra- 
ng, will  this  fall  break  ground  on  a  $2 
ion  development  at  the  site  of  the  '86 
po.  Recognizing  the  new  Chinese 
at,  Prime  Minister  Brian  Mulroney  in 
18  named  David  C.  Lam,  a  Vancouver 
.1  estate  millionaire,  to  the  No.  2  spot 
British  Columbia's  government, 
n  Toronto,  James  Ting,  founder  and 
ef  executive  of  International  Semi- 
:h  Micro-electronics  Inc.,  has  emerged 
one  of  Canada's  most  globally  ambi- 
us  executives.  He  bought  SSMC  Inc., 
.ker  of  Singer  sewing  machines  and 


VICTOR  LI:  BUILDING  A 
$2  BILLION  COMPLEX 
IN  VANCOUVER 


other  consumer  products  in  1989.  Now 
he  is  rejuvenating  the  company,  which 
he  renamed  Singer  Co.  and  listed  on  the 
New  York  Stock  Exchange  in  August. 

Meanwhile,  Hongkong  Bank  of  Cana- 
da has  vaulted  past  Citibank  Canada  to 
become  by  far  the  largest  foreign-owned 
bank  in  Canada,  with  assets  of  almost 
$10  billion.  It  is  the  most  profitable 
among  Hongkong  &  Shanghai  Banking 
Corp.'s  foreign  holdings.  That  success 
has  Canada's  top  banks  waging  a  cut- 
throat battle  to  win  over  Chinese  cus- 
tomers. While  they  make  up  only  about 
37c  of  the  population,  Chinese  residents 
account  for  10%-  of  all  households  with 
more  than  $200,000  in  assets. 

The  Chinese  are  investing  in  Canada's 
brightest  jewels.  Hong  Rong  companies 
controlled  by  Li  Ra- 
shing  and  his  son  Victor 
own  52%  of  Husky  Oil 
Ltd.  and  close  to  10%  of 
Canadian  Imperial  Bank 
of  Commerce,  Canada's 
second-largest  bank. 

Economics  aside,  the 
deep  roots  that  Chinese 
culture  has  put  down  in 
Canada  are  an  impor- 
tant draw.  There  are 
700,000  Chinese-origin 
residents  in  Canada. 
Most  are  clustered  in 
Vancouver,  which  is  al- 
most 20%  Chinese,  and 
Toronto,  which  has  five 


THE  PIOW  FROM 
HONG  KONG 


Chinatowns  and  is  emerging  as 
the  leading  Chinese  community 
in  North  America.  Prime  Minis- 
ter Mulroney  likes  saying  that 
"it  is  a  rare  town  that  has  no 
families  of  Chinese  origin" 
across  the  vast  country. 

For  all  the  big  bucks  from 
Hong  Rong,  it's  the  wave  of  ea- 
ger entrepreneurs  that  may 
give  Canada  its  biggest  boost. 
Because  they  tend  to  start  from 
scratch,  most  are  still  unknown. 
But  the  eventual  contribution — 
the  innovation,  risk-taking,  and 
productivity — could  be  enor- 
mous. For  one  thing,  Hong 
Rong  entrepreneurs  think  noth- 
ing of  working  seven  days  a 
week.  Benny  Tarn  launched  Da- 
rius Technology  Ltd.,  a  PC  as- 
sembler with  1990  sales  of  about 
$30  million,  during  his  "spare" 
time  from  his  comptroller's  post 
at  another  company. 

In  fact,  many  Chinese  are 
shocked  by  the  Canadian  work 
ethic.  Raymond  Cheng,  a  part- 
ner in  Pax  Manufacturing  Co.,  a 
Toronto  toymaker,  says  "the 
mentality  is  that  'at  5  p.m.,  I'm 
gone.'  "  Cheng  is  beginning  to 
impose  more  discipline,  and  now 
some  supervisors  work  until  9  p.m.  Sales 
have  quintupled  to  some  $9  million  since 
Cheng's  arrival  at  the  company  in  1984. 
diaspora.  Overall,  Canada  seems  to  be 
the  nation  winning  the  most  from  Hong 
Rong's  diaspora.  Britain  has  kept  tight 
controls  on  the  number  of  Hong  Rong 
Chinese  headed  there,  and  the  U.  S.  has 
unlv  recently  revised  its  immigration 
laws  to  favor  skilled,  affluent  immi- 
grants. Australia,  another  nation  of 
choice  for  Hong  Rong  Chinese,  closed 
its  door  to  the  business-immigrant  pro- 
gram just  last  August.  Many  Austra- 
lians became  alarmed  by  what  they 
called  speculative  investments  and  crimi- 
nal activity  by  recent  immigrants. 

That  hasn't  been  a  problem  in  Canada 
yet.  So  if  Canada  can  manage  the  fric- 
tions caused  by  the  in- 
flux of  hard-charging 
entrepreneurs,  it  could 
become  a  nimbler,  more 
prosperous  economy, 
better  armed  for  the 
new  North  American 
market.  And  if  China 
isn't  careful  when  it 
takes  over  Hong  Rong, 
Canada  has  plenty  of 
real  estate  left  for  sale. 

By  William  C. 
Symonds  in  Toronto, 
with  Don  Jones  Yang  in 
Vancouver  and  Larry 
Zuckerman  in  Hong 
Kong 
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How  Northgate  StoleThe  Shof 


And  what  this 
means  to  you  and 
your  business. 


IBM,  Compaq  and  Apple  make  good 
computers.  No  doubt  that's  why  they 
dominated  the  voting  for  over  a  decade 
in  InfoWorld's  "Desktop  Computer  of 
the  Year"  Readers  Poll. 


But  when  votes  were  counted  for  1990's 
election,  more  readers  voted  for 
Northgate  — and  its  Elegance™  486™/33 
desktop  system  —  than  for  any  other. 


"Desktop  Compute 
of  the  Year" 
Elegance™  486/33 


EVTE 


Less  than  a  month  later, 
the  technologically 
sophisticated  readers  of 
BYTE  magazine  voted 
on  their  choice  of 
"Desktop  Computer  of  the 
Year."  And  they,  too, 
overwhelmingly  selected  the 
same  Northgate  system. 


These  landmark  votes  signaled 
the  end  of  an  era. 

For  years,  the  big  three  computer  makers 
had  corporate  computer  buyers  convinced 
it  was  sensible  to  buy  only  their  brands  of 
PCs.  By  voting  for  Northgate,  both  groups 
of  readers  made  it  clear:  Now  there's  a 
company  with  a  better  way  to  meet  today  's 
busimss  computing  needs. 

Building  better  systems  one 
component  at  a  time. 

We  built  our  business  and  our  reputation 
by  designing  and  manufacturing  high- 
performance  systems  you  can  rely  on  — 
day  in,  day  out.  It  all  begins  in  our  own 
labs  where  we  test  and  evaluate  the  latest 
technologies... then,  improve  on  them. 


After  we're  sure  we  have  a  winning  design, 
we  manufacture  systems  using  only  the  finest 
components.  When  components  arrive, we 
unpack  and  test  samples  to  make  sure 
they're  up  to  our  exacting  specifications. 
During  manufacturing,  our  technicians 
inspect  their  own  work  as  well  as  the  work 
completed  at  the  previous  station  to  ensure 
outstanding  craftsmanship  and  quality. 


"A  computer  is  only  as  good  as  its  weakest 
component.  That's  why  Northgate 
makes  no  compromises  in  system  design. 
Our  386  and  486  business  systems  are 
consistently  rated  number  one  in 
performance  by  industry  experts." 
Rob  Ryks 

VP/Research  &  Development 


Flawless  compatibility  with 
industry-standard  software. 

Northgate  has  invested  heavily  in  our  own 
Compatibility  and  Certification  Lab.  We 
test  hundreds  of  business  software  packages 
to  ensure  compatibility  with  MS-DOS, 
Novell,  OS/2  and  other  operating  systems. 


Factory-direct  prices  make 
Northgate  your  best  value. 

Selecting  Northgate  is  a  financially 
business  decision,  especially  in  a  til 
economy.  Recently,  U.S.  News  &  Worl 
recommended  Northgate  to  budge 
conscious  buyers,  citing  our  "comj 
prices  and  top-notch  service."* 

We  keep  prices  down  by  selling  dirJ 
Because  you  don't  pay  the  middler 
overhead,  you  get  more  computing 
for  less  cash.  In  fact,  to  reduce  theh 
even  some  higher-priced,  major-br 
computer  manufacturers  are  using 
Northgate  systems  in  their  own  offi 

Not  only  are  Northgate  systems  eas 
your  budget,  they're  easy  to  pay  for. 
major  credit  card ...  or  get  even  moi 
purchasing  power  with  our  own  Bi| 
Card.  C.O.D.,  purchase  order  and  1 
options  are  also  available. 


Toll-free  technical  support  gi# 
instant  access  all  day,  every  dp 

Over  90%  of  the  time,  apparent  com 
problems  vanish  with  a  quick  call  top 
toll-free  technical  support  line.  We'i|l) 
all  day,  every  day,  all  night,  every  niw 
help  keep  your  computer  (and  busiip 
up  and  running.  This  means  you  woi 
to  put  up  with  the  "non-business-hcl 
hassles  you  often  get  from  dealers.  AE 
like  some  others,  this  service  is  alwa&f 


I  np.f.Bh-  \LMllK*! 


: 


om  IBM,  Compaq  And  Apple. 


ti-site  service  for  one  year— 
xpected  repair  bills. 

quick  phone  call  doesn't  resolve 
)lem,  we'll  dispatch  a  service 
an  to  your  office. ..at  our  expense 
he  first  year.  Recently,  to  make  our 
;ven  better,  we  signed  a  contract 
nation's  largest  provider  of  on-site 
er  service  and  repair.  Over  5000 
technicians  at  over  400  locations 
quick,  expert  service  to  keep 
ne  to  a  minimum. 


ite  doesn't  sell  just  ordinary  business 
And  we  don't  sell  tfiem  in  a 
ml  way.  By  selling  direct,  our 
:ost  a  fraction  of  what  you d  pay 
8M  or  Compaq  system." 
Held 

nt&CEO 


gate's  line  of  business  systems. 


;ate  Slimline™.  Standing  a  little  taller 
standard  business  card,  these 
ill  computers  won't  overpower  your 
f  you're  looking  for  a  network  work- 
or  a  super  stand-alone,  take  a  look 
:omputers  that  started  the  whole 
ne  revolution. 

lete  Systems  Starting  At: 

/16  $1599.00       386/25  $2399.00 

.'20  $1699.00       386/33  $2599.00 


Northgate  Elegance™  386.  Breeze  through 
spreadsheets,  desktop  publishing, 
financial  modeling,  CAD/CAM  and  other 
business  applications. 

Complete  Systems  Starting  At: 
386/25  $1899.00     386/33  $2099.00 


Elegance  486.  Both  our  486/33 
"Desktop  Computer  of  the 
Year"  and  our  486/25  are  the 
machines  of  choice  for  multi- 
media, multitasking  and  PC- 
based  file  serving  applications, 

Complete  Systems  Starting  At: 
486/25  $3199.00     486/33  $3399.00 


Northgate  SlimLite™.  Wherever  your  work 
takes  you,  our  lightweight  386SX ™/20 
notebook  computer  is  a  real  heavyweight 
when  it  comes  to  performance,  speed  and 
power.  With  its  optional  built-in  modem, 
you  can  connect  to  your  office  network 
from  anywhere  in  the  world. 
Starting  At  $2799.00 


OmniSystem™  486.  High-performance 
dedicated  file  server  designed  for  the 
high-throughput  requirements  of  today's 
busiest  LANs. 


Base  System  Price  Starts  At: 
OmniSystem  486  $13,995.00 


"At  Northgate,  the  buyer  finds  ichat  he  truly 
wants  —  a  company  that  won't  let  him 
down  no  matter  what.  When  Northgate 
makes  a  commitment,  customers  can 
count  on  it.  We  deliver.  That's  why 
PC  Magazine  reported  'Northgate  stops 
at  nothing  to  please  its  customers.'"** 
Art  Lazere 

Founder  and  Chairman 


Free  Decision-Maker's  Kit 

With  products,  prices  and  customer  service 
as  good  as  ours,  no  wonder  that  so  many 
Fortune  1000  companies  are  now  giving 
their  business  to  Northgate. ..and  giving  IBM 
and  Compaq  the  cold  shoulder. 

To  find  out  more  about  Northgate's  "show 
stealing"  benefits,  call  our  toll-free 
number  or  return  the  coupon  today.  We'll 
send  you  a  comprehensive  Decision-Maker's 
Kit  absolutely  free.  There's  no  obligation. 
No  pressure.  Just  helpful  advice  to  make 
your  computing  decisions  easy. 

Call  Toll-Free  24-Hours-A-Day 
800-521-1493, 


Find  out  more  about  the  company  that  stole  the  show 

□  YES,  send  me  the  free  Decision-Maker's  Kit  right  away,  i 


from  IBM,  Compaq  and  Apple. 

i  understand  there's  no  obligation. 


Name. 


Company, 

Address  

State  


City. 


Zip. 


Phone  (_ 


Send  to:  Northgate  Computer  Systems,  Inc. 
Dept.  BW1 

7075  Flying  Cloud  Drive 
Eden  Prairie,  Minnesota  55344 
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EUROPE  I 


LINING  UP  FOR 

THE  WORLD'S  BIGGEST  DEMOLITION  DERBY 

How  Europe's  new  subcompacts  fare  will  decide  which  makers  survive  the  trauma  of  a  single  markib 


As  you  walk  the  cavernous  halls  of 
Frankfurt's  convention  center, 
you  sense  that  the  car  companies 
showing  off  their  wares  are  going  all 
out.  Volkswagen  has  a  theater  troupe 
putting  on  a  surreal  act  that  promotes 
its  vehicles.  Renault  has  an  actor 
dressed  as  a  teddy  bear  greeting  visi- 
tors. Gleaming  new  autos  keep  emerg- 
ing from  billowing  clouds  of  stage  mist. 

While  Europe's  most  important  auto 
show  always  packs  plenty  of  razzma- 
tazz, the  stakes  are  much  higher  this 
year.  With  Europe  on  the  way  to  becom- 
ing a  more  unified  market  by  the  end  of 


Each  new  model  costs  more  than  $1  bil- 
lion in  development  and  retooling. 

Scoring  high  with  consumers  with 
these  cars  is  critical.  The  European  auto 
industry — once  the  protected  preserve  of 
national  champions — is  being  reshaped 
by  the  combination  of  lowered  trade  bar- 
riers and  a  growing  threat  from  Japan. 
The  main  battleground  will  be  subcom- 
pacts or  small  family  cars.  Overall,  they 
account  for  30f  <  of  Europe's  13  million  in 
annual  car  sales  and  a  big  chunk  of  prof- 
its. At  VW,  Europe's  leading  maker,  sub- 
compacts  account  for  one-third  of  the  3 
million  cars  it  sells  annually.  At  GM  Eu- 


same  prices  as  the  old  models.  In  (3 
many,  the  biggest  market,  both  are  a| 
ing  $11,500  for  their  base  models.  T| 
Astra,  which  com^s  with  a  five-spa 
gearbox  as  standard,  has  an  air-purij 
ing  system  for  the  passenger  compa 
ment  and  new  door  seals  that  are  si 
posed  to  muffle  outside  noise.  VW  claij 
its  reengineered  Golf  will  protect  pj 
sengers  from  injury  in  collisions  fri 
any  direction  at  up  to  35  mph. 

It's  early  in  the  race,  but  some  aj 
lysts  think  GM,  whose  Astra  has  aired 
racked  up  100,000  orders,  has  a  gd 
chance  of  gaining  on  the  market-leadij 


FORD  ESCORT 


GM  ASTRA  GLS  1.8i 


l  WITH  $  10  MILLION  IN  BRITISH  ADS 


MODEL  ALREADY  HAS  100,000  ORDERS      ITS  REDESIGN  STRESSES  PASSENGER  SA 


1992,  many  of  the  industry's  heavy  hit- 
ters think  the  new  machines  being  un- 
veiled now  will  have  a  big  say  in  deter- 
mining which  companies  thrive  and 
which  ones  wither  away  in  the  1990s. 
"There's  a  dramatic  increase  in  competi- 
tive pressures.  It's  getting  more  fero- 
cious," says  Robert  J.  Eaton,  president 
of  General  Motors  Europe. 
cutthroat.  Eaton  came  to  Frankfurt 
from  his  headquarters  in  Zurich  to  roll 
out  GM's  new  Opel  Astra  with  the  help 
of  German  tennis  star  Steffi  Graf.  It  will 
go  head-to-head  in  Europe's  key  subcom- 
pact  market  with  the  new  Golf  that 
Volkswagen  has  unveiled  at  the  show. 
Both  compete  with  the  Escort  series  that 
Ford  Motor  Co.  redesigned  last  year. 


rope,  they  account  for  40cc  of  annual 
sales,  and  the  Astra  is  GM's  largest-sell- 
ing car  worldwide.  Upscale  cars  aren't 

|  so  important,  because  they  sell  in  much 
smaller  numbers  At  the  other  end,  cut- 

'  throat  pricing  on  the  smallest  cars  chops 
margins. 

So  it's  no  surprise  that  both  compa- 
nies, which  last  overhauled  their  sub- 
compacts  in  1984,  are  pulling  out  all  the 
stops  to  snatch  market  share  from  their 
European  rivals.  They're  also  worried 
about  such  Japanese  makers  as  Honda. 
Toyota,  and  Nissan,  which  will  be  pro- 
ducing competitive  models  at  efficient 
new  plants  in  Britain.  Taking  their  cues 
from  Japan,  both  GM  and  VW  are  offer- 
ing cars  loaded  with  new  features  at  the 


Golf.  "Every  time  GM  introduces  lit 
model,  they  get  closer  to  the  Golf  ■ 
quality,"  says  John  Lawson,  an  anal\k 
at  Nomura  Research  in  London.  "Tb 
time,  they  may  have  the  better  car."  ■ 
Whatever  the  outcome  of  the  GM-vB 
VW  contest,  the  two  big  makers  are  lea 
ing  their  less-well-endowed  rivals  in  tf 
dust.  For  instance,  Italy's  Fiat  al 
France's  Renault  and  Peugeot,  all  sevw 
al  years  away  from  producing  majl 
new  subcompacts,  may  face  a  bleak  li 
ture.  Renault  plans  to  respond  to  tt 
challenge  with  fancier  versions  of  i 
2l2-year-old  R19  and  by  making  air-ccii 
ditioning  standard  in  some  markets.  Fi& 
doesn't  see  any  need  to  change  its  Til 
beyond  perhaps  offering  VIP  version 


HOW  THE  CARMAKERS  CARVE  UP  EUROPE 


MARKET  SHARE 
THROUGH  FIRST 
HALF  OF  1991 


VOLKSWAGEN        FIAT  GM  JAPANESE       FORD       PEUGEOT      RENAULT  OTHER 

16.7%   13.3*  12.6%  12.3%  12.1%  11.3*  9.9%  11.8* 


DATA:  COMPANY  REPORTS 
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th  leather  upholstery  and  wooden 
jering  wheels.  "There's  nothing  in  the 
>lf  or  Astra  to  stagger  my  imagina- 
[  in,"  says  Fiat's  Marketing  Director  Al- 
rto  Fava. 

Some  industry  executives  think  that 
ly  prove  a  dangerously  complacent  re- 
tion.  "The  main  problem  area  is  Fiat," 
ys  VW  CEO  Carl  H.  Hahn.  "They  are 
:ked  into  a  declining  market  and  are 
der  pressure  from  other  Europeans 
en  before  the  Japanese  arrive  in  Ita- 
"  Fiat  executives  face  the  no-win 
oice  of  having  either  to  slash  prices  or 
;e  give  up  market  share.  Indeed,  the 
>rd  around  the  company  town  of  Turin 
that  Europe's  second-largest  carmaker 
11  run  deep  in  the  red  next  year.  Indus- 
f  insiders  such  as  Eaton  say  that  a 
lume  carmaker  is  going  to  have  to 
ep  at  least  10%>  of  the  market  to  sur- 
te  in  the  new  Europe.  Those  who  don't 
ake  the  cut  may  have  to  settle  for 
ing  niche  players  such  as  Sweden's 
)lvo. 

dosing  it.  Ford  also  finds  itself  in  an 
lenviable  position.  Some  early  reviews 
.nned  the  Escort  as  bland  and  uninspir- 
ed although  it  has  sold  well  so  far. 
>rd's  formidable  reputation  as  a  mar- 
ker and  its  efficient  German  plant  at 
)logne  mean  that  no  one's  ready  to 
unt  it  out  of  the  big  race  just  yet. 
>rd  has  unveiled  a  sporty  version  of 
e  Escort,  and  a  new  $10  million  ad 
mpaign  in  Britain  may  become  the  ba- 
3  of  a  Europewide  effort. 
But  GM  and  vw  are  stepping  on  the 
is,  with  GM  charging  a  little  harder.  It 
is  round-the-clock  production  deals 
ith  the  unions  at  most  of  its  European 
ants.  By  1992,  it  will  be  able  to  pro- 
ice  700,000  Astras  a  year — compared 
ith  625,000  in  1990.  If  need  be,  it  can 
it  more  production  from  a  new  plant  at 
isenach  in  eastern  Germany  and  an  ad- 
tional  15,000  from  its  Hungarian  plant. 
iV,  which  sold  850,000  Golfs  in  1990,  will 
so  be  producing  subcompacts  in  east- 
•n  Germany  by  yearend,  and  it  may 
art  gearing  up  in  Czechoslovakia. 
For  both  GM  and  vw,  spending  big  to 
eal  a  march  on  European  rivals  may 
Ornately  be  less  important  than  head- 
g  off  the  Japanese.  A  tangled  deal  re- 
mtly  concluded  with  the  European 
ommunity  allows  the  Japanese  to  boost 
leir  current  12%  market  share  to  16% 
E  a  market  expected  to  grow  to  15  mil- 
yn  units  by  1999.  While  vw's  Hahn  and 
;hers  contend  that  a  four-percentage- 
Mnt  boost  is  small  potatoes,  they  may 
e  underestimating  the  damage.  Thanks 
)  the  deal,  the  Japanese  will  pick  up  at 
;ast  one-third  of  the  2  million  increase 
i  car  sales  expected  in  Europe  by  the 
ext  century.  Those  are  sales  that  any 
)mpany  can  ill  afford  to  lose  if  it  wants 
>  survive  in  the  big  leagues. 

By  John  Templema?i  in  Frankfurt 


Commentary/ by  James  B.  Treece 

WHY  GM  AND  DAEWOO  WOUND  UP 
ON  THE  ROAD  TO  NOWHERE 


At  the  time,  it  was  the  sort  of 
manufacturing  tie-up  that  inter- 
national business  theorists  love. 
General  Motors  Corp.  and  South  Ko- 
rea's Daewoo  Group  in  1986  launched  a 
joint  venture  to  build  a  car  in  Korea 
for  sale  in  the  U.  S.,  based  on  a  design 
by  GM's  Adam  Opel  unit  in  Germany. 
"In  a  very  real  sense,  this  vehicle  is  a 
product  of  the  best  that  Germany,  Ko- 
rea, and  the  U.  S  have  to  offer,"  said 
Roger  B.  Smith,  GM's  then-chairman,  in 
Seoul  in  September,  1986. 

The  best  wasn't  good  enough.  To- 
day, the  tie-up  is  in 
trouble  and  being  re- 
negotiated. A  dispute 
at  the  50-50  venture, 
called  Daewoo  Motor 
Co.,  isn't  surprising. 
U.  S.  sales  of  the  sub- 
compact  Pontiac  Le- 
Mans,  which  it  built, 
collapsed  to  just 
39,081  cars  last  year, 
down  39%  from  a  1988 
peak.  This  year,  sales 
are  down  a  further 
15%  so  far.  The  weak 
sales  reflect  a  carmak- 
ing  operation  dogged  by  a  host  of 
problems.  "The  joint  venture  has  not 
been  a  happy  one,  because  they  have 
not  done  as  well  as  they  expected,  both 
in  Korea  and  in  America,"  says  Boston 
University  professor  Yu  Sang  Chang. 
shoddy  goods.  Putting  together  in- 
ternational auto  joint  ventures  to  cre- 
ate a  stateless  car  is  proving  a  lot 
tougher  than  anyone  thought.  Simply 
put,  the  goals  and  strategies  of  GM  and 
Daewoo  shifted,  as  did  the  economies 
and  markets  of  the  countries  involved. 
Daewoo  Motor  is  just  the  latest  warn- 
ing to  all  companies  who  would  tie 
their  futures  to  a  string  of  internation- 
al ventures.  Similar  woes  have  bedev- 
iled other  attempted  link-ups,  such  as 
those  between  GM  and  Toyota  and  be- 
tween Chrysler  and  Fiat. 

Initially,  GM  wanted  to  tap  Korea's 
low-wage  work  force  for  an  inexpen- 
sive car  to  compete  against  the  Japa- 
nese. Daewoo  wanted  to  become  a  ma- 
jor carmaker  through  an  export  drive. 
But  shoddy  quality  in  early  LeMans 
models  shipped  to  the  U.  S.  hurt  sales. 
Although  Daewoo  had  management 
control,  GM  eventually  sent  its  own 
manufacturing  expert  to  the  Seoul 
plant  to  get  the  cars  up  to  snuff. 


Meanwhile,  Korea's  advantages  as  a 
low-cost  export  base  faded  as  the  coun- 
try prospered,  a  development  neither 
company  had  foreseen.  With  the  econo- 
my expanding,  Korea's  currency,  the 
won,  rose  against  the  dollar.  Militant, 
newly  formed  labor  unions  demanded 
higher  wages.  The  intermittent  labor 
strife  that  followed  turned  the  spigot 
of  cars  from  the  factory  off  and  on. 

The  Korean  partner's  priorities  also 
changed.  Like  its  local  rivals,  Daewoo 
was  looking  more  to  the  protected — 
and  lucrative — domestic  market,  which 
bought  60%  of  all  Ko- 
rean-built cars  m  1989, 
up  from  only  33%  in 
1987.  But  its  rivals 
were  introducing  cars 
with  newer  technol- 
ogy. When  GM  balked 
at  Daewoo's  request 
for  newer  models  to 
keep  up,  the  Korean 
company  inked  a  tech- 
nology-sharing deal 
with  Japan's  Suzuki 
Motor  Co. 

Each  side  blames 
the  other.  Daewoo  of- 


ficials grouse  that  the  Pontiac  Motor 
Div.  wasn't  promoting  the  LeMans  ag- 
gressively enough,  probably  because 
GM  didn't  want  it  to  draw  sales  from 
the  other  divisions'  subcompacts.  Ponti- 
ac managers  say  that  the  car's  initial 
poor  quality  and  on-again-off-again 
supplies  soured  dealers  on  the  car.  In 
fact,  both  are  guilty:  Daewoo  couldn't 
deliver  on  quality,  and  Pontaic  has  fail- 
ings that  go  beyond  LeMans.  Its  share 
of  the  U.  S.  new-car  market  has  fallen 
from  7.3%  to  6.2%  so  far  this  year. 

Management  clashes  and  operational 
disputes  also  hurt.  GM's  methodical, 
prolonged  decision-making  didn't  sit 
well  with  Daewoo,  where  decisions  are 
made  quickly  by  a  few  top  executives. 
That  hurt  resolution  of  conflicts  over 
issues  such  as  financing  for  domestic 
sales  and  Daewoo's  desire  to  export 
the  LeMans  to  other  markets. 

Daewoo  Motor  may  prosper  yet.  But 
its  woes  indicate  that  neither  side  fully 
understood  the  other's  strengths  and 
weaknesses  going  in.  Worse,  they 
failed  to  reassess  jointly  their  goals 
and  methods  when  circumstances 
changed.  Surely  auto  makers  should 
know  enough  to  kick  the  tires  first  and 
then  to  do  routine  maintenance. 
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international  Outloo 


EDITED  BY  JOHN  PEARSON 


IEIJING  BRACES  FOR 
AFTERSHOCKS  FROM  MOSCOW 


hina's  aging  leaders  watched  Soviet  communism  collapse 
with  stunned  dismay.  It  was  their  "worst  nightmare 
Icome  true,"  says  Nina  Halperin,  an  American  scholar  at 
?ijing  University.  Hard-liners  were  quick  to  see  the  debacle 
Moscow  as  proof  that  their  brutal  1989  crackdown  on  Tian- 
imen  Square  protestors  was  justified.  And  Beijing  party 
isses  already  have  begun  tightening  the  political  reins  with 
mpulsory  "study  groups"  for  workers  and  a  new  wave  of 
iblic  indoctrination  through  the  official  press. 
Indeed,  despite  the  toppling  of  communist  regimes  in  the 
.st  two  years,  leaders  in  Beijing 
tve  been  confident  they  know  how 
ride  out  the  storm.  Their  strategy 
r  more  than  a  decade  has  com- 
tied  rigid  Marxist  politics  with  a 
■adual  opening  of  the  economy.  At 
»me,  it  has  paid  off:  Unlike  Mos- 
w,  Beijing  has  no  empty  shelves  or 
nsumer  queues.  But  outside  Chi- 
i's  walls,  the  new  round  of  political 
jhtening  is  backfiring.  The  con- 
ast  between  the  Soviets'  leap  to- 
ard  democracy  and  China's  hide- 
>und  Marxism  is  stirring  new 
imands  in  the  West  that  Beijing  give  its  people  more  free- 
im.  The  result  will  likely  be  new  tensions  with  the  West — 
pecially  with  the  U.  S. 

icklash.  So  far,  President  Bush  has  managed  to  head  off  a 
nfrontation  with  Beijing,  vowing  to  veto  legislation  that 
iks  extension  of  China's  most-favored-nation  trade  status  to 
iman-rights  improvements.  But  odds  are  growing  that  Con- 
fess will  override  Bush's  veto  as  human-rights  advocates  in 
)ngress  step  up  their  campaign  against  China's  continuing 
pression.  Loss  of  MFN  would  cost  China  most  of  its  exports 
the  U.  S.,  worth  nearly  $20  billion  this  year. 
The  backlash  in  Congress  against  China's  harsh  rule  is  also 
ltting  new  pressure  on  the  Administration  to  retaliate 
gainst  Beijing's  unfair  trade  practices.  In  early  September, 


U.  S.  customs  agents  raided  23  companies,  most  owned  by  the 
Chinese  government,  in  New  York  and  Los  Angeles  in  a 
crackdown  on  evasion  of  U.  S.  textile-import  quotas.  And  the 
Administration  is  threatening  to  take  economic  reprisals 
against  China  if  Beijing  doesn't  agree  by  Sept.  30  to  ease  trade 
barriers  that  crimp  U.  S.  exports  to  China. 

Still  more  strains  are  likely  if  Congress  approves  legislation 
introduced  by  Representative  John  Miller  (R-Wash.)  to  set 
guidelines  for  U.  S.  companies  doing  business  in  China,  analo- 
gous to  the  restrictive  Sullivan  code  for  South  Africa.  Al- 
though the  "Miller  principles"  would 
not  be  compulsory,  they  call  on  U.  S. 
companies  in  China  to  operate  in 
ways  that  would  promote  liberaliza- 
tion, such  as  freer  expression  and 
independent  businesses. 
Moslem  unrest.  China  faces  trouble 
in  Central  Asia,  too,  as  a  result  of 
the  Soviet  breakup.  Greater  indepen- 
dence for  Central  Asian  republics 
and  the  possible  collapse  of  Afghani- 
stan's communist  regime  may  trig- 
ger an  upsurge  of  Islamic  national- 
ism. The  result,  Beijing  fears,  may 
be  unrest  among  China's  own  Moslem  minorities.  Sergei  Gon- 
charov,  chief  of  the  Soviet-Chinese  department  at  Moscow's 
Institute  of  the  Far  East,  suggests  that  that  threat  may 
eventually  lead  to  cooperation  between  the  Russian  Republic 
and  China.  Despite  the  ideological  gulf  between  them,  both 
countries  could  provide  aid  to  head  off  turmoil  in  Central  Asia. 

Longer  term,  though,  the  Soviet  communist  collapse  has 
probably  opened  the  way  for  big  changes  in  China  itself  when 
younger  leaders  replace  the  aging  rulers.  The  events  "have 
opened  their  thinking  to  the  possibility  of  a  post-communist 
future,"  Halperin  says.  But  so  far,  no  Yeltsin-like  leader  is  in 
sight  to  spark  a  new  Chinese  revolution. 

By  Lynne  Curry  in  Beijing  and  Dinah  Lee  in  Hong  Kong,  with 
bureau  reports 


LOB  At  WRAPUPI 


SOVIET  UNION 


lthough  confusion  reigns  within 
P%the  former  Soviet  Union,  in  for- 
;ign  relations  its  new  leaders  are  hew- 
ng  to  Mikhail  Gorbachev's  successful 
Mtern  of  swapping  quid  pro  quos 
mth  Washington.  The  basic  formula: 
cooperation  with  Washington's  global- 
aolicy  goals  in  exchange  for  closer  So- 
viet economic  links  with  the  West. 

Thus  on  Sept.  11,  Gorbachev  an- 
nounced that  he  would  withdraw  most 
Soviet  troops  from  Cuba.  That  move  is 
clearly  aimed  at  defusing  a  major  re- 
maining irritant  in  U.  S.-Soviet  rela- 
tions. And  key  reformers  close  to  Rus- 
sian Republic  President  Boris  Yeltsin 


are  signaling  a  willingness  to  return 
four  disputed  islands  to  Japan.  The  is- 
lands are  the  chief  obstacles  to  im- 
proved relations  with  the  U.  S.'s  key 
ally  in  Asia — and  a  major  potential 
source  of  aid. 

Although  these  policy  shifts  will 
take  time  to  carry  out,  they  forestall  a 
backlash  by  U.  S.  conservatives  against 
the  Bush  Administration's  moves  to 
give  the  Soviet  Union  more  direct  eco- 
nomic help.  On  Sept.  10,  Secretary  of 
State  James  A.  Baker  III  significantly 
loosened  the  strings  on  American  aid. 
What  Washington  wants  now  is  only  a 
commitment  to  market  reforms — not 
the  reforms  themselves — as  a  prerequi- 
site for  help  from  the  U.  S. 


Washington  is  responding  to  grow- 
ing worries  about  the  fragile  state  of 
democracy  and  economic  liberalization 
amid  the  Soviet  turmoil.  Despite  likely 
food  shortages  in  the  coming  winter, 
there's  no  prospect  of  mass  starvation. 
What  Soviet  leaders  fear,  though,  is  a 
political  backlash  against  reformers 
who  will  have  the  responsibility,  for 
the  first  time,  for  running  the  country. 

The  Soviet  economy  is  in  no  better 
shape  to  make  effective  use  of  West- 
ern help  now  than  it  was  before  the 
coup.  But  Washington  is  ready  to  take 
the  chance  that  direct  help  to  bolster 
economic  sectors  such  as  food  distribu- 
tion will  help  keep  Soviet  politics  more 
stable. 
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Sports  Business 


COLLEGE  FOOTBALL 


LAST  YEAR,  THE  IRISH  PLAYED  IN  ALL  FIVE  OF  THE  HIGHEST-RATED  REGULAR-SEASON  GAMES 


LET'S  WIN  ONE 
FOR  THE  COFFERS 


A  lucrative  TV  deal  is  pumping  up  revenues  at  Notre  Dame  Inc. 


This  could  only  be  opening  day  at 
Notre  Dame  Stadium.  Across  the 
eight-acre  parking  lot,  Irish  flags 
fill  a  South  Bend  (Ind.)  sky  gray  with 
barbecue  smoke.  A  rock  band  jams  out 
tunes  for  dancing  students  dressed  in 
green  and  gold.  Old-timers  relax  beneath 
canopies  pitched  next  to  lime-green  bus- 
es with  names  like  "Gipper  II."  But  all 
the  hoopla  doesn't  impress  Coach  Lou 
Holtz.  "We'd  play,"  he  says,  "whether 
or  not  we  were  on  television  or  whether 
there  was  anybody  in  the  stands." 

Not  to  worry.  Notre  Dame  has  sold 
out  95  consecutive  home  games  over  the 
past  25  years.  More  important,  the  Sept. 
7  home  opener  marked  the  school's  first 
game  televised  under  a  five-year,  $38 
million-plus  contract  with  NBC. 
payback.  With  legions  of  followers, 
most  attracted  by  the  school's  winning 
tradition  and  Roman  Catholic  affiliation, 
the  Fighting  Irish  command  an  unparal- 
leled national  audience  for  a  college 
team.  And  increasingly,  the  university  is 
trying  to  cash  in  on  this  popularity. 

Call  it  Notre  Dame  Inc.  Since  Richard 
A.  Rosenthal  became  athletic  director  in 
1987,  the  school,  like  many  other  col- 
leges, has  started  looking  at  its  sports 
programs  with  more  of  an  eye  for  the 


bottom  line.  Besides  crafting  the  NBC 
deal,  Rosenthal  intends  to  increase  reve- 
nue by  promoting  sports  such  as  base- 
ball and  expanding  Notre  Dame's  lucra- 
tive athletics  merchandising  program, 
which  earns  the  sports  program  over 
$560,000  annually  by  selling  shirts  and 
jackets.  Rosenthal,  a  former  South  Bend 
banker  who  set  a  Notre  Dame  record  for 
most  fouls  in  the  1952  basketball  season, 
has  also  looked  at  lining  up  a  pay-per- 
view  ty  contract.  ESPN  college  football 
analyst  Beano  Cook  bets  Notre  Dame 
will  ink  a  pay-per-view  deal.  Says  Cook: 
"They  could  gross  $100  million"  by  the 
year  2010. 

Don't  think  Notre  Dame  would  pour 
all  that  loot  into  athletics.  Despite  its 
newfound  wealth,  the  school's  $14  mil- 
lion athletic  budget  just  kept  pace  with 
inflation  this  year.  And  some  proceeds 


The  five-year  contract  with 
NBC  guarantees  that 

every  home  game  will  go  out 
to  a  national  audience 


from  the  NBC  deal  will  be  used  to  botfc 
scholarships  for  needy  students. 

Lofty  purposes,  for  sure.  But  Nolp 
Dame  has  taken  a  lot  of  heat  for  wife 
many  consider  a  low-down  deal  wi 
NBC.  In  early  1990,  the  College  Footb-1 
Assn.  inked  a  five-year,  $350  milli! 
package  with  ABC  and  ESPN.  Not! 
Dame  officials  worried  that  ABC,  as  tj 
exclusive  CFA  broadcaster,  would  emplf- 
size  regional  telecasts.  That  would  lir,: 
Notre  Dame's  exposure  outside  the  Mi- 
west.  So  it  jumped  ship  to  NBC  and  b> 
came  the  only  major  university  to  has 
its  own  network-TV  contract. 

Other  colleges  were  outraged.  "It  wi 
a  shock  to  everyone,"  says  University  I 
Georgia  Athletic  Director  Vince  Dook. 
Many  felt  that  Notre  Dame,  whii 
helped  negotiate  the  ABC  and  ESPN  cJ 
tract,  had  betrayed  its  fellow  CFA  me| 
bers.  University  of  Kansas  Athletic  1 
rector  Robert  Frederick  was  i 
infuriated  that  he  canceled  his  univer- 
ty's  basketball  series  with  Notre  Dart 
in  1992  and  1993.  But  more  than  a  b 
trayal  of  trust  was  at  stake.  Witho; 
Notre  Dame,  the  CFA  was  forced  to  rerj 
gotiate  its  TV  package,  losing  $30  rnillk 
in  the  process,  the  association  says.  1 

Even  the  critics  think  Notre  Dame  a  t 
NBC  have  a  winner,  though.  Notre  Dar| 
gets  every  home  game  broadcast  nation 
ally,  and  its  teams  have  played  in  four  5 
the  five  highest-rated  regular-seas* 
games  ever  televised,  including  numet 
uno,  a  1968  battle  against  the  Universijh 
of  Southern  California.  Last  year,  Notf 
Dame  was  in  all  five  of  the  highest-ratt 
regular-season  games. 
'thank  god.'  What  makes  the  Iril 
such  a  draw?  Since  1936,  the  team  hi 
won  eight  national  championships,  wi| 
seven  Heisman  Trophy  winners.  Lei 
ends,  like  Coach  Knute  Rockne,  he 
His  teams  lost  only  12  games  in  13  sej 
sons  from  1918  to  1930.  Tough  schedule 
help,  too.  This  year,  NBC  will  broadcal 
games  against  such  top-ranked  teams  I 
USC,  Michigan  State,  and  Tennessee,  jj 

Notre  Dame  has  long  known  the  eail 
ing  power  of  the  gridiron.  Football  pr(i3 
its  generated  during  Rockne's  tenuis 
for  instance,  helped  build  classroori 
and  dormitories.  Last  year,  BUSINEI 
WEEK  estimates,  football  netted  Not! 
Dame  at  least  $11  million.  And  with  tl 
NBC  deal,  the  take  can  only  get  bigge|i 

"Thank  God  for  NBC,"  says  tight  el 
Irv  Smith,  who  dragged  several  Indiam 
players  25  yards  while  heading  fori 
dramatic  score  on  opening  day.  "My  pjjjj 
ents  in  New  Jersey  wouldn't  have  seJ 
that  play  otherwise."  That  hallelujah  fi 
no  doubt  echoing  throughout  NotJ 
Dame's  hallowed  halls. 

By  Kevin  Kelly  in  South  Bend,  Im 
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SPORTS  BUSIIB 


It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Big  Top  "  747  from  Los  Angeles  to  Tokyo,  we've  never  forgotten  how  important  those  little  things 

A  great  way  to  fly 

can  be.  En  route,  enjoy  inflight  service  that  even  other  airlines  talk  about.  SlflGAPORE  AIRLinES 
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e  Corporation 


■  Wood  has 
turned  around 
&P  once, 
ow,  with 
e  recession 
iving 
creamed 
its  major 
markets, 
he  has  to 
do  it  again 


Michigan,  and  OntaijJ. 
Canada — have  beB"! 
creamed  by  the  reel 
sion.  Wall  Street  a:| 
lysts  are  understam' 
ably  doleful.  Edwal 
Comeau  of  OppenbB 
mer  &  Co.  figures  tlS 
A&P's  earnings  will  | 
off  30%  this  year,  do*' 
to  $105  million,  on  sal 
of  $11.6  billion. 

The  recession,  how« 
er,  is  only  part  of  tb 
story.  While  Wood  5 
credited  with  sprucil 
up  a  very  tired-lookil 
chain,  about  half  1 
a&p's  1,015  stores  in  tf 
U.  S.  have  less  thl_ 


STRATEGIES  I 


TROUBLE  STALKS 
THE  AISLES  AT  A&P 

The  problems:  Poorly  timed  acquisitions  and  fierce  rivals 


When  James  Wood  took  over  as 
chief  executive  of  Great  At- 
lantic &  Pacific  Tea  Co.  back 
in  1980,  the  supermarket  chain  seemed 
ready  for  the  check-out  line,  a&p's  stores 
were  overdue  for  a  face-lift,  and  the 
chain's  financial  position  was  precarious. 
Enter  Wood,  a  onetime  grocer's  appren- 
tice from  Newcastle-upon-Tyne,  En- 
gland, who  quickly  shuttered  600,  or 
38%,  of  all  A&P  stores.  He  then  spent  the 
next  nine  years  on  a  S2  billion  acquisi- 
tion and  modernization  drive,  buying 
chains  such  as  Kohl's  Food  Stores,  Shop- 
well,  and  Waldbaum's.  The  payoff:  A&P's 
earnings  grew  bv  27%  annuallv  from 
1986  to  1990. 

Now,  however,  there's  something  new 
stalking  the  aisles  at  A&P:  a  nasty  down- 
turn. Since  last  year's  fourth  quarter, 
a&p's  profits  have  tumbled  steadily 
thanks  to  a  clutch  of  troubles.  A  major 
expansion  into  Canada  has  stalled  be- 
cause of  the  recession  north  of  the  bor- 
der. Back  home,  rival  supermarket 
chains  have  been  chipping  away  at  A&P's 
leading  position  in   markets  such  as 


southern  Michigan.  A&P  was  even  recent- 
ly reprimanded  by  New  York  regulators 
for  sanitary  violations.  Taken  together, 
these  problems  are  exacting  a  heavy  toll. 
A&P  recently  announced  that  second- 
quarter  earnings,  due  out  in  late  Sep- 
tember, will  be  off  by  60%. 
unique  woes.  To  be  sure,  A&P  isn't  the 
only  supermarket  chain  taking  it  on  the 
chin.  High  debt  loads  from  leveraged 
buyouts  during  the  1980s  plus  the  recent 
downturn  have  battered  earnings  at  oth- 
er leading  food  retailers  such  as  Kroger 
Co.  and  Safeway  Inc.  Nor  is  A&P  the 
only  turnaround  tale 
that's  coming  in  for  se- 
rious revision  nowadays 
(page  61). 

But  A&P,  whose  oper- 
ating margins  are  run- 
ning at  a  disappointing 
2.75%  vs.  the  industry's 
3.5%,  has  unique  woes. 
All  of  its  major  mar- 
kets— the  New  York 
metropolitan  region, 
New  England,  southern 
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20.000  square  feet 
selling  space — half 
size  of  many  rn 
stores.  That's  a  pn 
lem,  because  big  stoi 
offer  more  space  for 
crative  deli,  seafo 
and  bakery  boutique; 
Wood's  deft  touch  for  acquisitions  h 
also  turned  cold  lately.  Last  year,  t 
supermarket  chain  spent  $250  million 
acquire  70  Miracle  Food  Mart  superm 
kets  in  Ontario.  A&P's  Canadian  opei 
tions  now  contribute  more  than  25% 
company  sales.  Soon  after,  however,  C 
tario's  provincial  government  reinstat 
some  blue  laws  that  prohibit  superm; 
kets,  among  others,  from  doing  busine 
on  Sundays.  Then,  the  federal  govet 
ment  slapped  a  new  7%  tax  on  all  goo 
and  services. 

The  upshot:  Canadian  consumers  ; 
streaming  over  the  border  into  the  U 
And  A&P's  same-store  sales  in  Cana 
are  off  by  as  much  as  5%  this  year.  "F 
the  moment,  they  are  the  gang  th 
can't  shoot  straight,"  says  Gary  Gible 
an  analyst  with  PaineWebber  Inc. 

A&P's  aim  in  Detroit  hasn't  been  mu 
keener.  In  1989,  it  bought  the  79-ui 
Farmer  Jack  chain  serving  the  Detn 
area.  A&P  then  tried  to  convert  some 
its  stores  over  to  the  Farmer  Jack  mo 
ker  to  save  money  through  combined  i 
vertising.  But  the  eff 
alienated  loyal  A&P  cv 
tomers  and  benefited 
vals  such  as  Kroger  ai 
Meijer  Inc.  In  fac 
A&P's  market  share 
the  Detroit  area  h 
fallen  2%,  to  about  29 
during  the  past  tv 
years,  according 
Market  Scope,  a  pub 
cation  of  Progress! 
Grocer. 


THE  CORPORA' 


iVhile  Wood  is  clearly  concerned  about 
•  downturn  at  A&P,  he's  confident  that 

slumps  in  New  York  and  Detroit  will 
>n  subside.  And  there's  some  evidence 
,t  the  economy  is  already  rebounding 
Canada.  Says  Wood:  "We  bought  mar- 
;  dominance  in  New  York,  Detroit, 
I  Canada.  And  that's  going  to  be  a 
ming  position  for  us  when  those  mar- 
s  begin  to  recover."  The  61-year-old 
lirman  certainly  speaks  from  experi- 
:e,  having  run  the  Grand  Union  chain 

eight  years  before  joining  A&P. 
Ml  that  knowhow  makes  it  harder  to 
)lain  why  A&P  has  let  its  quality  stan- 
ds slip.  Last  April,  the  chain  was 
;d  by  the  New  York  State  Agriculture 

Markets  Dept.  for  sanitary  viola- 
ris — namely,  an  infestation  of  rodents 
i  cockroaches  at  its  Waldbaum  Inc. 
res.  A&P's  failure  rate  on  inspections 
i  as  high  as  46%,  compared  with  26% 
■  other  leading  retailers.  Wood  person- 


ally supervised  the  development  of  a 
plan  to  tackle  the  problem,  and  a&p's 
rate  has  since  dropped  to  33%. 

Investors  haven't  taken  the  flow  of 
bad  news  well  at  all.  A&P's  share  price, 
which  crested  at  64  in  1989,  recently  hit 
a  four-year  low  of  35.  Still,  Wood  gets  a 
vote  of  confidence  from  A&P's  biggest 
investor,  Tengelmann  Warenhandelsge- 
sellschaft,  the  German  group  that  ac- 
quired a  controlling  stake  in  A&P  in  1979. 
"We're  confident  that  Mr.  Wood  will  get 
our  business  out  of  trouble.  He  has  done 
it  before,  and  under  much  worse  circum- 
stances," explains  a  spokesperson  for 
Tengelmann. 

all  in  one.  True  enough,  not  all  is  grim 
at  A&P.  The  chain's  debt  of  $450  mil- 
lion— 36%  of  capitalization — is  far  small- 
er than  its  more  leveraged  competitors 
such  as  Supermarkets  General  Corp.  and 
Safeway.  The  company  has  a  thriving 
high-margin  private-label  program  called 


Master  Choice  that  includes  120  gourmet 
products  such  as  jams  and  pasta. 

Wood  is  also  working  mightily  to  im- 
prove the  chain's  profitability.  In  a  cost- 
saving  effort,  A&P  is  consolidating  all  of 
its  food  purchasing  at  the  company's 
Montvale  (N.  J.)  headquarters.  By  pool- 
ing the  chain's  food-buying  operations, 
A&P  can  get  better  promotional  allow- 
ances from  manufacturers.  "It's  a  very 
intelligent  strategy,"  says  Jules  Rose, 
president  of  Sloans  Supermarkets  Inc.,  a 
New  York  rival. 

Wood  isn't  stopping  there:  A&P  has 
throttled  back  on  capital-spending  plans 
by  28%,  to  $200  million  this  year  and  is 
trimming  staff  at  the  chain's  headquar- 
ters. He  has  already  showed  off  his 
turnaround  skills  once.  Now,  it's  time 
for  an  encore. 

By  Bruce  Hager  in  Montvale,  N.J.,  with 
Marti  Benedetti  in  Detroit  and  Igor 
Reich  tin  in  Bonn 


tUISITIONSI 


HE  SCREWS  ARE  TIGHTENING 
I  BLACK  &  DECKER 


aying  Emhart  seemed  like  a  good  idea.  Then  came  the  recession 


s 


ay  this  about  Black  &  Decker 
Chief  Executive  Nolan  D.  Archi- 
bald: The  man  isn't  short  on  ambi- 
n.  During  the  mid-1960s,  he  picked  up 
1-American  basketball  honors  as  a  cen- 
•  for  Utah's  Dixie  College  and  even 
in  a  tryout  with  the  Chicago 
ills.  Although  his  hoops  career 
ver  panned  out,  the  6-foot,  5- 
:h  Archibald  has  made  a  few 
:'ty  slam  dunks  at  Black  & 
icker  Corp. 

After  rising  to  chief  executive 
1986,  he  turned  around  the 
)ated,  money-losing  company 
slashing  overhead,  eliminating 
)00  jobs — or  13%  of  the  work 
rce — and  completely  redesign- 
l  the  company's  various  power- 
d1  and  appliance  lines.  After 
ofits  started  rolling  in  again, 
•chibald  in  a  bold  move  engi- 
ered  the  largest  deal  in  Black 
Decker's  history.  In  1989  the 
mpany  plunked  down  $2.8  bil- 
>n  for  Emhart  Corp. 
Unfortunately,  a  deal  that 
nked  perfectly  brilliant  when 
nes  were  good  doesn't  seem  so 
ft  in  these  colder  economic 
imes.  Though  Archibald  de- 
rves  credit  for  the  comeback  at 
ack  &  Decker,  he  has  also  put 


CORPORATION 


his  company  in  something  of  a  fix.  Now, 
Black  &  Decker's  impressive  turnaround 
is  now  on  shaky  ground.  Archibald  bor- 
rowed heavily  to  land  Emhart,  a  mini- 
conglomerate  with  interests  in  every- 
thing from  locks  to  plumbing  gear. 


CEO  ARCHIBALD: 
ON  THE 
DEFENSIVE 


Indeed,  the  deal  pushed  up  the  compa- 
ny's long-term  debt  to  $4.2  billion,  a  hef- 
ty 82%  of  total  capital. 

The  trick  was  to  sell  off  about  $1.8 
billion  of  Emhart  assets  to  pay  down 
debt  while  dovetailing  the  company's 
line  of  Kwikset  locks  and  Price  Pfister 
Inc.  plumbing  fixtures  with  Black  & 
Decker's  offerings. 

Seemed  sensible  enough.  But  Archi- 
bald, 48,  has  had  trouble  fetching  the 
prices  he  needs  on  some  of  the  Emhart 
businesses  set  for  sale.  Says  County 
Natwest  Securities  USA  analyst  Nicholas 
P.  Heymann:  "They  just  paid  too  much 
for  Emhart,  and  then  the  market  for 
asset  sales  changed  on  them." 

Worse,  the  economic  downturn  has 
savaged  Black  &  Decker's  earnings,  cre- 
ating a  terrible  cash  squeeze. 
Profits  during  the  first  half  plum- 
meted a  scary  56%,  to  $11.4  mil- 
lion, on  $2.2  billion  in  sales.  Ana- 
lysts expect  a  stronger  second 
half.  But  nobody  is  predicting 
that  this  year  will  be  a  stellar 
one.  By  yearend,  Black  &  Decker 
profits  are  expected  to  fall  2%,  to 
$50  million,  on  $4.67  billion  in  rev- 
enues, figures  Dillon,  Read  &  Co. 
in  a  vise.  So  is  Archibald  now- 
having  second  thoughts  about  the 
wisdom  of  the  Emhart  deal? 
"Had  I  known  it  was  going  to  be 
as  tough  an  economy  as  it  has 
been,  I  probably  would  have 
scratched  my  head  a  little  more," 
he  admits.  Yet  he  hastily  adds: 
"But  I  would  have  gone  ahead." 

Whether  or  not  Emhart  turns 
out  to  be  a  savvy  acquisition  in 
the  long  term,  it  has  put  Archi- 
bald on  the  defensh  e  for  now.  He 
is  under  pressure  to  turbocharge 
the  company's  earnings — and 
quickly.  So  Black  &  Decker  is 
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AI&T  EasyLink  Services. 

In  business,  our  need  to  communicate  in 
the  most  efficient  way  never  changes.  Yet, 
how  we  communicate— how  we  see,  hear 
and  say  things— is  changing  continually. 
That's  why  AT&T  created  AT&T  EasyLink 
Services,  a  business  that  integrates  the  AT&T 
Global  Messaging  Unit  and  Western  Unions 
Business  Services  Division. 

By  combining  the  strengths  of  these  two 
enterprises,  AT&T  EasyLink  Services  can 
help  you  take  advantage  of  the  rapidly 
evolving  business  communications  environ- 
ment. Enhanced  FAX,  Electronic  Data 
Interchange,  Telex  and  Electronic  Mail  from 
AT&T  can  help  improve  how  your  business 
communicates  today.  And  AT&T  EasyLink 
Services  is  working  to  bring  you  truly  inte- 
grated voice,  data,  text  and  video  messages. 


How  to  see,  hear  and  say  things  you  never  cot 


So  regardless  of  your  company's  size, 
scope  or  field,  if  you  want  to  find  out  how 
you  can  send  and  receive  messages  better, 
AT&T  EasyLink  Services  would  like  to  talk 
with  you. 

AT&T  EasyLink  Services.  It  does  more 
than  just  improve  how  your  business  com- 
municates, it  helps  to  transform  the  way 
you  do  business  by  allowing  you  to  see, 
hear  and  say  things  you  never  could  before. 

For  more  information,  call  your  account 
representative  or  AT&T  EasyLink  Services  at 
1 800  242-6005,  Dept.  6600. 


©  1991  AT&T 
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readying  a  new  national  TV  ad  campaign 
later  this  year,  trumpeting  its  power-tool 
lines  to  the  do-it-yourself  crowd.  And  it 
has  just  rolled  out  new  or  redesigned 
cordless  drills,  screwdrivers,  and  hand 
vacuums.  What's  more,  Archibald  has 
eased  some  of  Black  &  Decker's  finan- 
cial pressure  by  renego- 
tiating loan  terms  and 
attracting  new  equity 
from  a  partnership  with 
Newell  Co.,  a  Freeport 
(111.)  housewares  maker 
best  known  for  such 
brand  names  as  Wear- 


BLACK  &  DECKER: 
WHERE  IT'S  FEELING 
THE  SQUEEZE 


DEBT  PRESSURE 


ever  pans. 

All  of  this  certainly 
helps.  However,  Archi- 
bald may  face  a  tough- 
er job  working  his  mag- 
ic at  Black  &  Decker 
this  time.  For  one  thing, 
the  severe  downturn  in 
the  housing  market — a 
crucial  source  of  de- 
mand for  tools  and  ap- 
pliances— shows  no 
signs  of  abating.  Says 
John  Sarley  Sr.,  head  of 
the  nationwide  whole- 
saler Southern  Tool 
Supply:  "It's  just  slug- 
gish. Guys  are  having 
tools  repaired  instead  of 
buying  new."  Adds  an 
executive  at  a  big  Chi- 
cago-based national  re- 
tailer: "The  whole  pow- 
er-tool industry  is 
struggling." 

While  market  leader  Black  &  Decker 
has  managed  to  pass  along  price  hikes 
of  1'  ■  across  the  board  so  far  this  year, 
its  operating  margins  have  slipped  a 
point,  to  9%.  And  its  primary  rivals  in 
the  power  tool  business,  such  as  Japa- 
nese toolmaker  Makita  Electric  Works 
Ltd.  and  Skil  Corp.,  a  unit  of  Emerson 
Electric  Co.,  have  much  stronger  balance 
sheets. 

True,  Archibald  has  been  able  to  wind 
down  Black  &  Decker's  debt  by  $1  bil- 
lion. He  has  sold  $800  million  worth  of 
assets  at  Emhart,  including  such  units 
as  Bostik  Inc.,  a  chemical-adhesive  mak- 
er. However,  Black  &  Decker  is  still  sad- 
dled with  $3.2  billion  in  debt  and  roughly 
$300  million  in  annual  net  interest  ex- 
pense— a  heavy  burden  that  consumes 
approximate!}  60  •  of  its  operating  in- 
come, before  goodwill  charges. 

Archibald  would  like  to  raise  even 
more  cash  by  selling  off  other  Emhart 
businesses.  Unfortunately  for  Black  & 
Decker,  the  chief  executive  hasn't  yet 
sold  off  two  important  divisions — True 
Temper,  a  maker  of  golf-club  shafts,  and 
PRC,  a  computer  and  software  consul- 


Long-term  debt  is  a  hefty  $3.2 
billion,  thanks  to  its  1989  ac- 
quisition of  Emhart,  a  wide- 
ranging  consumer  and  indus- 
trial products  conglomerate; 
annual  interest  payments: 
more  than  $300  million 


SOFT  MARKETS 


The  funk  in  the  housing  indus 
try  has  dampened  demand 
among  professional  builders 
and  do-it-yourselfers  for  com 
pany's  array  of  power  tools 


Financially  stronger  rivals  such 
as  Emerson  Electric's  Skil  unit 
and  Japan's  Makita  Electric 
Works  are  pumping  out  new 
products  and  challenging 
B&D's  market-leading  posi- 
tion in  power  tools 
DATA:  BW 


tant.  Archibald  hoped  to  fetch  as  much 
as  $525  million  for  both  units.  But  since 
the  economy  is  in  a  slump,  he  hasn't 
been  able  to  command  such  lofty  prices. 
"We  didn't  want  to  rush  out  and  make  a 
distress  sale,"  he  says. 
Meanwhile,  Archibald  has  bought 
some  time.  For  starters, 
Black  &  Decker  has  cut 
$100  million  in  annual 
expenses  by  closing 
down  Emhart's  head- 
quarters in  Farmington, 
Conn.,  and  combining 
the  company's  manufac- 
turing operations  with 
its  own. 

Archibald  has  also 
fashioned  joint  distribu- 
tion and  marketing  ef- 
forts with  his  new 
charge.  For  instance, 
Black  &  Decker  has 
tied  Emhart's  line  of 
Kwikset  locks  into  its 
network  of  retailers,  in- 
cluding Home  Depot 
Inc.  What's  more,  Em- 
hart's Molly  bolts  busi- 
ness is  now  marketed 
with  Black  &  Decker's 


accessories  group. 
Trouble  is,  the  recession 
is  pounding  Emhart 
just  as  badly  as  Black 
&  Decker. 

Fortunately,  Archi- 
bald recently  won  more 
flexible  terms  from  his 
team  of  banks,  led  by  Citibank.  Now,  the 
company  no  longer  must  automatically 
route  80%  of  the  cash  it  garners  from 
equity  placements  or  asset  sales  into 
principal  payments. 

Black  &  Decker,  in  mid-August,  also 
sold  $150  million  worth  of  preferred 
stock  to  Newell.  That 
deal,  together  with  oth- 
er stock  purchases,  has 
given  Newell  a  15% 
stake  in  Black  &  Deck- 
er. Archibald  will  pay  a 
7%%  dividend — it's  ac- 
tually valued  at  approx- 
imately 11%,  given  the 
lenient  tax  treatment  on 
corporate  dividends — on 
the  preferred  stock.  In 
addition,  Black  &  Deck- 
er will  grant  Newell 
one  board  seat.  In  re- 


Archibald 
recently  won 
more  flexible 
terms  from 
his  banks, 
freeing  badly 
needed  cash 


turn,  Archibald  will  have  enough  cash  to 
meet  some  $60  million  in  principal  pay- 
ments that  are  due  in  October  and  Janu- 
ary, as  well  as  quarterly  debt  payments 
through  mid-1992. 

That  development  has  helped  drive  up 
Black  &  Decker's  stock  to  roughly  18 — a 


twofold  increase  from  the  beginning  J 
the  year.  That,  however,  is  still  33%  lei 
than  the  company's  peak  of  24  set  in  laj 
1989. 

What's  in  it  for  Newell?  "We've  be< 
impressed  with  their  product  lines,  tha 
market  share,  and  their  management] 
says  Newell  Chief  Financial  Officer  W| 
liam  T.  Alldredge.  Just  to  make  sui 
these  folks  don't  get  too  impresses 
though,  Archibald  has  negotiated  a  lj 
year  stand-still  agreement  that  ensurj 
Newell  won't  exceed  its  15%  stake. 

While  Archibald's  handiwork  has  in 
proved  the  company's  finances,  Black  } 
Decker  could  really  use  a  smash-lj 
product.  Competition  is  fierce,  howevd 
Its  rival  Skil  caused  quite  a  stir  earlij 
this  year  by  announcing  that  it  wou 
unveil  a  new  line  of  cordless  tools  I 
1992  featuring  removable  and  recyclab 
battery  packs.  Black  &  Decker,  whio 
already  has  removable  packs  in  its  lid 
of  professional  tools,  is  working  on  il 
own  recyclable  battery  feature. 
Christmas  cheer?  Black  &  Decker, 
course,  is  no  slouch  when  it  comes 
innovation.  Over  the  past  five  years,  j 
has  rolled  out  some  300  new  power  too 
and  appliances  and  thousands  of  acce 
series.  This  year,  Black  &  Deckf 
launched  its  Ranger  cordless  drills  ar! 
Deckgun  screwdrivers  designed  not  on 
for  professionals  but  also  for  do-it-you; 
selfers. 

Later  this  fall,  Black  &  Decker  w 
roll  out  a  national  advertising  campaig 
targeted  at  home  fixer-uppers.  Archiba 
is  betting  that  the  coming  holiday  se 
son — the  fourth  quarter  usually  kicks 
30%  of  its  total  sales — will  mark  the  b 
ginning  of  a  turnaround.  He's  lucky 
this  respect:  A  survey  last  year  by  ma 
keting  consultants  Landor  Associate 
found  Black  &  Decker  to  be  one  of  tl 
top  10  most  recognizable  brand  names 
the  U.  S.  Increasing! 
the  name  is  well  know 
overseas.  Black  &  Dec 
er's  international  bu: 
ness,  for  example,  re 
resenting  about  half 
total  revenues,  is  i 
20%  or  so  in  such  ma 
kets  as  Germany. 

Stateside,  though,  A 
chibald  can  hardly  re 
as  long  as  Black 
Decker  is  burdene 
with  the  enormous  de! 
pressure  from  the  Er 


hart  deal.  In  the  past,  Archibald  h; 
proven  himself  a  nimble-footed  manage 
Good  thing,  too.  He's  going  to  face  or 
helluva  balancing  act  in  the  montl 
ahead. 

By  Joseph  Weber  in  Philadelphia,  wi 
Brian  Bremner  in  New  York 
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Commentary/by  Bruce  Hager 


WHAT'S  BEHIND  BUSINESS'  SUDDEN  FERVOR  FOR  ETHICS 


What  a  glorious  summer  of 
scandal  this  has  been.  First 
came  the  Byzantine  saga  of 
Sank  of  Credit  &  Commerce  Internation- 
.1,  whose  clientele  included  some  of  the 
nost  prestigious  names  in  terrorism, 
Irug-dealing,  and  political  corruption, 
'hen  came  the  tale  of  Japanese  invest- 
nent  houses  that  funneled  illegal  pay- 
lacks  to  cover  the  investment  losses  of 
orporate  clients.  And  finally,  the  revela- 
ion  that  Salomon  Brothers  Inc.  cornered 
he  market  for  Treasury  securities. 
With  all  the  greed,  hubris,  and  cor- 
uption  now  being  showcased  world- 
vide,  perhaps  it's  heartening  that  a 
;rowing  number  of  U.  S.  corporations 
.re  embracing  in-house  ethics  pro- 
jams.  In  fact,  the  Center  for  Business 
ethics  at  Bentley  College  in  Waltham, 
lass.,  recently  found  that  45%'  of  the 
,000  largest  U.  S.  companies  now  have 
thics  programs  or  workshops,  up 
rom  35%  five  years  ago.  Is  some  kind 
f  reformist  fervor  taking  hold  of  Cor- 
iorate  America? 

iUiDEUNE  nudge.  Well,  not  exactly. 
Vhile  many  of  these  programs  are 
oubtless  sincere  attempts  to  deter 
/rongdoing,  companies  now  have  a 
efty  incentive  to  quickly  start  an  eth- 
is  program.  Aside  from  the  obvious 
'Ublic-relations  value  in  maintaining  a 
ommitment  to  ethics,  companies  have 
.  wary  eye  on  new  U.  S.  sentencing 
sidelines  that  will  take  effect  on  Nov.  1. 
'he  guidelines  would  double  the  median 
ines  for  companies  found  guilty  of 
rimes  such  as  fraud. 
However,  companies  with  tough  ethics 
dicies  will  receive  much  more  lenient 
reatment  as  long  as  they  cooperate  with 
>rosecutors  and  their  policies  meet  the 
•uidelines'  standards.  For  instance,  a 
ine  of  $1  million  to  $2  million  could  be 
nocked  down  to  as  low  as  $50,000  for  a 
ompany  with  a  comprehensive  program 
icluding  a  code  of  conduct,  an  ombuds- 
man, a  hotline,  and  mandatory  training 
eminars  for  executives.  Explains  Judge 
Villiam  W.  Wilkins  Jr.,  chairman  of  the 
J.  S.  Sentencing  Commission:  "Even  the 
■est  efforts  to  prevent  crime  may  not  be 
uccessful  in  every  case.  But  we  have  to 
eward  the  corporation  that  was  trying 
'  o  be  a  good  corporate  citizen." 

Not  surprisingly,  then,  business  ethics 
!  irograms  are  all  the  rage.  Such  pro- 
|  ;rams  were  widely  instituted  in  the  de- 
'  ense  industry  after  the  procurement 
I  candals  of  the  mid-1980s.  But  other 
!  ompanies  have  recently  been  trying  to 


raise  the  ethical  consciousness  of  their 
employees  as  well.  The  likes  of  Alcoa, 
Pacific  Bell,  Pitney  Bowes,  and  Hershey 
Foods  are  drafting  new  codes,  running 
managers  through  ethics  seminars,  hir- 
ing ombudsmen,  and  setting  up  hotlines 
for  whistle-blowers  (table). 

Of  course,  the  ethics  movement 
couldn't  be  more  timely.  Given  the  loom- 
ing threat  of  layoffs  and  enormous  pres- 
sure to  turn  a  profit  these  days,  manag- 
ers are  sometimes  understandably 
tempted  to  engage  in  a  bit  of  dodgy  be- 


DOING  THE  RIGHT  THING 

NIAGARA  MOHAWK  POWER  Held  full  day 
ethics  workshop  for  all  senior  managers,  in- 
cluding the  chairman 

PITNEY  BOWES  Instituted  ombudsman,  ethics 
statement  for  employees,  conduct-guide 
booklet,  training  seminars  for  top  officers 

NYNEX  Instituted  ethics  officer,  new  code  of 
conduct,  training  seminars  for  top  and  middle- 
level  executives,  hotline 

PACIFIC  BELL  Established  office  of  business 
conduct  and  standards,  ethics  advisory  coun- 
cil, training  seminars,  whistle-blowers'  hotline 

HERSHEY  FOODS  Offered  ethics-awareness 
training  for  senior  and  middle-level  managers 

DATA:  BW 


havior.  "People  are  so  desperate  to  keep 
their  jobs  that  they  act  inappropriately," 
says  Michael  Josephson,  who  heads  the 
Joseph  &  Edna  Josephson  Institute  of 
Ethics  in  Marina  Del  Rey,  Calif. 

Still,  companies  are  loath  to  admit  that 
they  have  started  their  programs  in  an- 
ticipation of  the  new  rules.  Last  year, 
Hershey  Foods  Corp.  put  managers 
through  half-day  ethics-awareness  ses- 
sions in  which  participants  used  actual 
case  studies.  Eleanor  S.  Gathany,  who 
heads  the  program,  says  the  idea  grew 
out  of  Hershey's  overall  corporate  philos- 
ophy, not  the  new  rules.  "I've  seen  arti- 
cles about  the  sentencing  guidelines,  but 
they  are  not  an  impetus  at  all,"  she  says. 

As  one  would  suspect,  ethics  programs 
often  are  prompted  by  the  very  scandals 
they're  meant  to  prevent.  Consider  the 
case  of  Nynex  Corp.,  the  White  Plains 
(N.  Y.)-based  Baby  Bell.  Last  year,  it 
was  revealed  that  employees  from  a  pur- 
chasing unit  had  attended  parties  hosted 
by  outside  vendors  and  call  girls.  No 
laws  were  broken,  but  Nynex  fired  two 
employees  and  disciplined  seven  others. 


The  Federal  Communications  Commis- 
sion had  earlier  charged  the  company 
with  overbilling  its  telephone  units  for 
supplies  and  services,  thereby  pushing 
up  rates.  Nynex  ultimately  settled  the 
charges  by  paying  $1.4  million  to  the 
U.  S.  Treasury  and  by  offering  a  onetime 
$35.5  million  reduction  of  its  interstate 
charges  to  the  telephone  companies.  "It 
was  clear  we  needed  to  get  back  into 
focus,"  says  Graydon  R.  Wood,  Nynex' 
vice-president  for  ethics  and  business 
conduct. 

little  evidence.  A  year  ago  August, 
Nynex  launched  a  full-blown  ethics 
program.  The  effort  includes  a  written 
code  of  conduct  and  a  formal  training 
program.  Nynex  has  put  more  than 
1,500  managers  through  a  full-day 
seminar  dealing  with  conduct  in  mat- 
ters of  money,  law,  and  how  to  treat 
workers.  The  company  has  also  provid- 
ed its  94,000  employees  with  a  whistle- 
blowers'  hotline. 

Of  course,  there  is  always  a  risk  that 
an  individual  employee  will  break  the 
rules.  General  Electric  Co.  has  had  an 
ombudsman  and  an  extensive,  largely 
successful,  ethics  program  for  years. 
But  that  didn't  prevent  GE  from  being 
charged  by  the  Justice  Dept.  with 
fraud  when  one  of  its  employees  alleg- 
edly teamed  up  with  an  Israeli  general 
and  overcharged  the  U.  S.  government 
more  than  $30  million  for  jet  engines 
and  service  between  1985  and  1988.  "If 
you  have  a  couple  of  bad  apples  intent  on 
violating  the  policies  for  their  own  bene- 
fit, they  may  get  away  with  it  for  a 
while,"  concedes  a  GE  spokesman. 

In  fact,  sometimes  top  management 
even  leads  the  way.  Salomon's  shame 
owes  much  to  the  score-at-any-cost  cul- 
ture fostered  by  former  Chairman  John 
H.  Gutfreund.  Or  consider  the  recent  em- 
barrassing episode  at  Procter  &  Gamble. 
Chairman  Edwin  L.  Artzt  conceded  that 
P&G  made  an  error  in  judgment  in  asking 
for  a  police  investigation  that  led  to  a 
search  through  the  records  of  803,000 
telephone  users  to  track  down  the  source 
of  a  news  leak. 

Ethics  programs  can  arguably  help 
keep  honest  employees  on  the  straight 
and  narrow.  Pacific  Bell  now  fields  1,200 
calls  a  year  on  a  hotline  it  began  in  1989. 
But  an  ethics  program  is  only  the  begin- 
ning. The  moral  tone  of  corporate  con- 
duct has  to  be  set  at  the  top.  Otherwise, 
wrongdoing  will  continue  to  plague  busi- 
ness, and  the  belated  demand  for  ethics 
consultants  will  only  grow. 
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WHAT  HAPPENEI 


Sure,  recession 
hurts.  But 
marketing  trends 
are  causing 
more  lasting, 
structural  change 


adison  Avenue  was  always  a 
street  that  had  just  one  side: 
i  sunny.  The  ad  game,  after  all, 
is  about  optimism  and  the  power  of 
positive  thinking.  Advertising  legend 
David  Ogilvy  regularly  exhorted  his 
top  lieutenants  to  "encourage  exuber- 
ance" and  "get  rid  of  sad  dogs  who 
spread  gloom." 

Well,  welcome  to  Madison  Avenue, 
1991:  It's  the  gloomiest  kennel  you  ever 
saw.  This  once-buoyant  business  is  suf- 
fering through  the  deepest  and  most 
prolonged  ad  drought  in  20  years.  Ad- 
vertising has  muddled  through  its 
share  of  recessions.  But  this  downturn 
has  sent  an  unusual  shiver  through  the 
industry.  The  gloom  has  even  reached 
Chateau  de  Touffou,  the  12th  century 
French  castle  where  Ogilvy  now  lives 
in  retirement.  The  advertising  world, 
says  the  80-year-old  adman,  is  haunted 
by  "a  pervasive  atmosphere  of  fear." 
big  comedown.  What's  causing  the 
fear  is  the  suspicion  among  ad  execu- 
tives— and  many  of  the  publishers  and 
broadcasters  who  depend  on  ad  sales 
for  much  of  their  revenues — that  the 
current  hard  times  are  only  a  foretaste 
of  much  slower  growth  to  come.  It's  a 
stunning  comedown  for  a  business  that 
had  grown  accustomed  to  a  seemingly 
limitless  boom.  From  1976  through 
1988,  total  U.  S.  ad  spending  consistent- 
ly grew  faster  than  the  economy  as  a 
whole.  In  1981  and  1982,  when  the  U.  S. 
economy  caught  a  nasty  cold,  the  ad 
biz  didn't  even  sneeze.  Instead,  it  re- 
corded eye-popping  growth  rates  of 
12.8%  and  10.2%,  respectively. 
New  product  categories,  from  per- 


sonal computers  to  compact-disk  play- 
ers, were  sprouting  everywhere.  All 
of  them  required  lots  of  advertising. 
Airline  deregulation  prompted  carriers 
to  launch  ad-intensive  fare  wars.  The 
breakup  of  American  Telephone 
&  Telegraph  Co.  created  sev- 
en Baby  Bells  that  had  to 
make  names  for  themselves. 
Financial-services  advertising 
stampeded  along  with 
the  bull  market. 

For   the  mass 
media,  it  was  a  sell- 
er's   market.  The 
three  TV  networks  de- 
manded and  got  double- 
digit  ad  rate  hikes  every 
year.  As  ad  revenues  soared, 
the  agencies  reaped  mil- 
lions from  their  stan- 
dard 15%  commissions 
on   media   billings.  Such 
heady  growth  spurred 
empire-building:  Ru- 
pert Murdoch  and 
Robert  Max- 
well built  multi- 
national media 
conglomerates.  Mau- 
rice and  Charles  Saat- 
chi  snapped  up  ad  agen- 
cies in  Britain  and  the 
U.  S.,    while  three 
great  American 
agencies — BBDO 
Worldwide,  Doyle,  Dane, 
Bernbach,  and  Need- 
ham  Harper  World- 
wide— combined  to 
form  conglom- 
erate Omnicom 
Group  Inc. 

Then      the  party 
stopped.  Even  before  the 
recession,  the  industry 
began  lagging  behind 
gross  national  prod- 
uct growth  (chart). 
As   consumer  spending 
slowed  and  corporate  prof- 
its  withered,  marketers 
put  the  brakes  on  ad  ex- 
penditures. Total  ad 
spending  grew  just  5% 
in  1989  and  3.8%  in 
1990— well  below 
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nominal  GNP  growth.   It  could 
grow  as  little  as  3%  this  year, 
according  to  Robert  J.  Coen,  the 
industry's  top  forecaster.  Coen, 
a  senior  vice-president  at  agen- 
cy McCann- 
Erickson,  has 
already  down- 
graded his  bell- 
wether estimate 
twice. 
And  those  aggre- 
gate statistics,  which 
include  spending  on  lo- 
cal ads,  cable  television, 
and  direct  mail,  don't 
reflect  the  much 
sharper  down- 
turn in  advertising 
in  the  big  mass  media, 
such  as  TV  networks 
and  national  publi- 
cations. Network 
ad  spending 
fell  7.1%  in  the 
first    half  of 
1991    from  the 
same  period  last 
year,  according  to 
the  Television  Bureau 
of  Advertising. 

And  revenues  at 
the  170  magazines 
tracked  by  Publish- 
ers Information  Bu- 
reau fell  nearly  5% 
in  the  first  half 
of  1991.  News- 
papers have 
also  seen 
their  growth 
contract  sharply, 
pressed    by  the 
wave    of  retailer 
bankruptcies  and 
plummeting  real- 
estate  and  help- 
wanted  classified 
ads.  Total  newspa- 
per ad  spending  fell 
1%  in  the  first  half 
of  1991,  says  the 
Newspaper  Adver- 
tising Bureau. 
Now,  advertis- 
ing and  media 
executives  are 


searching  fruitlessly  for  signs  that  cli- 
ents are  ratcheting  up  spending.  "I 
don't  know  whether  we've  reached  bot- 
tom," says  Allen  Rosenshine,  chairman 
of  BBDO.  "At  best,  there's  a  wait-and- 
see  attitude  among  clients."  As  Rosen- 
shine  and  his  colleagues  gird  for  a 
bleak  winter,  many  of  them  are  asking: 
Why  did  a  relatively  mild  recession 
trigger  a  depression  in  advertising? 
loyalty  gap.  To  many  marketers,  the 
reason  is  as  simple  as  it  is  scary:  The 
recession  has  laid  bare  forces  that  are 
giving  advertising  a  permanently  di- 
minished role  in  the  selling  of  goods 
and  services.  Cynical  consumers  are 
wearying  of  the  constant  barrage  of 
marketing  messages.  They're  becoming 
less  receptive  to  the  blandishments  of 
Madison  Avenue.  And  their  loyalty  to 
brands  has  eroded  as  they  see  more 
products  as  commodities  distinguished 
only  by  price. 

At  the  same  time  that  consumers 
have  changed,  technology  and  the  pro- 
liferation of  media  are  transforming 
the  science  of  marketing  to  them.  Now, 
companies  increasingly  can  aim  their 
messages  to  carefully  pinpointed  con- 
sumers through  direct  mail.  General 
Motors  Corp.,  for  example,  is  rolling 
out  its  new  Cadillac  Seville  with  a  mail- 
ing offering  a  videocassette  to  170,000 
young  and  affluent  consumers.  Or  they 
can  advertise  on  one  of  the  new  and 
sharply  targeted  media.  To  reach 
young  children,  Levi  Strauss  &  Co. 
used  to  advertise  mostly  during  Satur- 
day morning  cartoons  on  the  networks. 
Now,  the  company  also  advertises  on 
MTV  and  a  new  music  channel  on  cable 
called  Video  Jukebox  Network. 

Then,  too,  there  is  a  shift  in  philoso- 
phy at  many  major  marketers.  Lever- 
aged buyouts,  such  as  the  $30  billion 
deal  to  take  RJR  Nabisco  private,  have 
left  many  giant  consumer-goods  com- 
panies saddled  with  huge  levels  of 
debt.  And  megamergers,  such  as 
Grand  Metropolitan's  purchase  of  Pills- 
bury  and  Philip  Morris'  acquisitions  of 
both  Kraft  and  General  Foods,  have 
led  to  a  harsher  bottom-line  approach. 
So  in  category  after  category,  brand 
managers  are  scrambling  to  boost 
quarterly  sales  instead  of  investing  in 
image  advertising  to  nurture  brands 
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for  the  long  haul.  To  pump  sales, 
they're  shifting  marketing  dollars  from 
ads  into  promotions  such  as  coupons, 
contests,  or  sweepstakes.  And  because 
most  promotions  are  placed  locally, 
companies  are  shifting  dollars  from  na- 
tional to  local  media.  Many  marketing 
experts  believe  that  such  strategies — 
carried  to  an  extreme — run  the  risk  of 
damaging  valuable  brand  franchises 
that  enable  marketers  to  price  their 
products  at  a  premium. 
'sobered  up.'  To  be  sure,  some  market- 
ers believe  advertising  spending  will 
come  back  as  soon  as  corporate  profits 
rebound.  Advertising,  they  point  out,  is 
one  of  the  easiest  expenses  to  cut 
when  profits  fall,  since  the  savings 
go  straight  to  the  bottom  line.  Unlike 
interest  expenses  or  capital  costs,  ad- 
vertisini:  is  "eas\  to  get  to  from  a  bud- 
get-cutting point  of  view,"  says  James 
C.  Reilly,  general  manager  for  U.  S. 
marketing  at  IBM. 

And  it's  true  that  ad  spending  often 
moves  in  concert  with  a  company's 
profits.  IBM,  Adolph  Coors,  and  Chrys- 
ler all  saw  their  profits  fall  in  the  first 
quarter  of  1991.  And  all  three  pared 
their  advertising  budgets,  according  to 
market  researcher  Leading  National 
Advertisers.  Profits  at  Philip  Morris 
Cos.,  on  the  other  hand,  rose  22%  in  the 
same  period.  And  the  company  boosted 
its  ad  spending  for  Kraft  Miracle  Whip, 
Maxwell  House  coffee,  and  other 
brands  by  an  average  of  5.1%. 

For  most  marketers,  however, 
there's  a  more  fundamental  shift  tak- 
ing place:  They  no  longer  regard  adver- 
tising as  the  sine  qua  non  of  their  mar- 
keting efforts.  As  a  result,  say  many 
companies,  while  ad  spending  will  turn 
up  with  the  recovery,  it  will  probably 
never  again  outperform  the  overall 
economy  as  it  did  in  the  boom  years.  "I 
absolutely,  unequivocally  do  not  see  a 
time  when  advertising  budgets  will 
grow  like  they  did  in  the  halcyon 
days,"  says  Philip  Guarascio,  executive 
director  of  advertising  strategies  at  GM. 
The  marketing  chief  at  one  of  the  larg- 
est national  advertisers  puts  it  more 
bluntly:  "The  recession  has  sobered  ev- 
erybody up,"  he  says,  "and  if  agencies 
think  we're  all  going  to  start  drinking 
from  the  same  bottle  again,  they're  kid- 
ding themselves." 

Madison  Avenue  is  already  feeling 
the  postbinge  blues.  After  years  of 
ramping  up,  it  now  faces  a  wrenching 
readjustment.  Pretax  profits  at  WPP 
Group  PLC,  the  world's  largest  ad  hold- 
ing company,  plummeted  65%  in  the 
first  half  of  1991.  Ogilvy  &  Mather 
Worldwide  Inc.,  a  WPP  subsidiary,  has 
let  almost  10%  of  its  staff  go,  while 
Ayer  Inc.,  the  nation's  oldest  ad  agen- 


cy, recently  laid  off  60  staffers.  In 
agency  hallways, ,  beleaguered  employ- 
ees murmur  as  much  about  pink  slips 
as  about  their  newest  commercial. 

The  downturn  has  had  a  ripple  effect 
on  the  media  (box,  page  70).  The  de- 
cline in  ad  spending  has  pummeled  the 
profits  of  newspapers,  magazines,  and 
broadcasting  companies.  Worse,  as 
their  column  inches,  ad  pages,  and  com- 
mercial time  go  begging,  publishers 
and  broadcasters  have  had  to  cut 
rates — eroding  margins  even  further. 
Publications  such  as  7  Days  and  The 
National  have  failed.  The  squeeze  has 
forced  media  giants  such  as 
The  New  York  Times,  Time 
-  Warner,  CBS,  and  McGraw- 
Hill,  publisher  of  BUSINESS 
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WEEK,  to  cut  costs  by  buying  out 
tracts  of  senior  employees  or  laying 
staffers.  With  new  rivals  such  as  ca 
and  Fox  Broadcasting  Co.,  some  me 
industry  observers  even  wonder  if 
pinched  ad  economy  can  still  supp 
three  TV  networks. 

It's  enough  to  make  media  exe 
fives  pine  for  the  simpler  days  of 
'50s,  when  GM  promoted  cars  by  ha1 
Dinah  Shore  sing,  "see  the  USA  in  y 
Chevrolet."  GM  still  mounts  big  TV  c 
paigns,  of  course:  Its  Heartbeat 
America  pitch  is  a  well-supported  s 
cessor  to  that  vintage  Chevy  campai 
But  now,  says  Guarascio,  "we're  loci 
ing  at  a  whole  bag  of  marketing  i 
tions:  event  sponsoring,  direct  mark| 
ing,  public  relations,  you  name  it." 
saturation  point.  Guarascio  and  o\ 
er  marketers  recognize  how  much  h 
changed  since  the  1950s.  For  one  thir 
consumers  don't  pay  attention  to  adv< 
tising  the  way  they  used  to.  The  av 
age  U.  S.  adult  is  already  bombard 
with  3,000  marketing  messages  a  dj 
So  it's  well-nigh  impossible  to  get  a 
one  pitch  noticed  or  remembered  an 
all  the  clamor.  "One  of  our  real  cc 
cerns  is  that  we  have  an  inability 
stand  out,"  says  Robert  Watson,  din 
tor  of  advertising  services  at  AT&T. 

With  good  reason:  Market  research 
Video  Storyboard  Tests  says  viewer 
tention  of  television  commercials  h 
slipped  dramatically  in  the  past 
years.  In  1986,  64%  of  those  survey 
could  name  a  TV  commercial  they  h 
seen  in  the  previous  four  weeks. 
1990,  just  48%  could. 

Worse,  even  when  consumers  do  r 
tice  an  ad,  they're  less  interested  in  t 
brand  message  it  conveys.  Consume 
once  clung  to  brands:  There  were  Crt 
households  and  Colgate  househoh 
families  that  washed  with  Ivory  a 
ones  that  showered  with  Dove.  And  t 
characters  Madison  Avenue  dream 
up  to  pitch  brands  became  pop-cultu 
icons — the  likes  of  Star-Kist's  Char 
the  Tuna,  Philip  Morris'  Marlboro  M; 
Procter  &  Gamble's  Mr.  Clean,  or  t 
Pillsbury  doughboy. 

Now,  many  Americans,  brought 
on  a  steady  diet  of  commercials,  vi< 
advertising  with  cynicism  or  inc 
ference.   With   less  money 
shop,  they're  far  more  apt 
buy  on  price.  And  they're  a 
less  likely  to  be  smitten  by  To 
the  Tiger  or  the  Campbell  Kids 
survey  by  ad  agency  DDB  Ne< 
ham  Worldwide  Inc.  fou 
that  62%   of  consume 
polled  in  1990  say  they  buy  oi 
well-known  brands,  compared  w 
77%  in  1975.  A  recent  Grey  Adv. 
tising  Inc.  study  says  61%  of  cc 
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tower  niches:  Turner  Broadcasting  is  testing  a  channel  with  a  program  mix  designed  for  airport  lounges 


mers  regard  brand  names  as  an  as- 
. ranee  of  quality — a  drop  of  six 
rcentage  points  since  July,  1989.  In 
e  same  study,  66%  say  they're  trad- 
y  down  to  lower-priced  brands. 
But  even   if  consumers  remained 
lunchly  brand-loyal,  marketers  would 
less  willing  to  blanket  them  with 
sdia  advertising.  To  be  sure  of  reach- 
y  the  right  audience,  companies  once 
d  no  choice  but  to  use  general  adver- 
ing  campaigns,  which  reach  nearly 
erybody.  Now,  computerized  market 
search  is  letting  them  collect  detailed 
formation  on  their 
stomers — not  just 
e  approximations  of- 
red  by  demograph- 
but  the  specifics  of 
mes  and  addresses, 
arketers    such  as 
nerican  Express  Co. 
d  Philip  Morris  have 
sembled  vast  data 
ses  identifying  their 
stomers  and  their 
tying  habits.  With 
ch  information,  com- 
nies  now  believe  it's 
important  to  reach  the  right  people 
it  is  to  reach  lots  of  people. 
Increasingly,  direct  marketing  is  the 

I  hide  of  choice.  Junk  mail  used  to  be 
e  sales  tool  for  fairly  specialized 
oducts  and  services — credit  cards  or 

*  igazine  subscriptions.  Now,  market- 
s  of  mass  consumer  products  rang- 
?  from  cars  to  coffee  are  turning 
3m  the  TV  box  to  the  mailbox.  Chrys- 


Brand  loyalty 
is  eroding  as 

shoppers 
become  more 
price-minded 


ler  Corp.,  for  example,  recently  mailed 
a  videocassette  promoting  the  changes 
in  its  1991  minivan  to  400,000  current 
minivan  owners.  It  included  a  coupon 
for  a  Rand  McNally  road  atlas  redeem- 
able at  any  Chrysler  dealer.  McCann- 
Erickson's  Coen  figures  national  direct- 
mail  spending  will  grow  6.5%,  to  $24.8 
billion,  in  1991,  while  ad  spending  on 
network  television  will  creep  up  just 
1.5%,  to  $9.5  billion. 

Even  such  traditional  TV  advertisers 
as  Kraft  General  Foods  Group  are 
shifting  to  direct  marketing.  Kraft 
uses  individual  mail- 
ings, a  newsletter,  and 
a  toll-free  telephone  to 
sell  its  Gavelia  Kaffe, 
a  premium  Swedish 
coffee,  to  baby  boom- 
ers and  older  consum- 
ers. 

Direct  mail  has  its 
problems.  Consumers 
are  also  weary  of  be- 
ing flooded  by  junk 
mail.  And  the  vast 
data  bases  of  market- 
ers have  prompted 
fears  that  they  could  invade  the  priva- 
cy of  consumers. 

sliced  thin.  The  woes  of  the  traditional 
mass  media  are  being  sharpened  by  the 
proliferation  of  new  competing  media 
outlets.  CBS,  NBC,  and  ABC  once  com- 
manded a  93%  share  of  U.  S.  homes 
watching  television.  Now,  they  have 
just  over  60%.  The  rest  are  watching 
Bart  Simpson  on  Fox  or  a  baseball 


game  on  cable  TV,  which  now  reaches 
59%>  of  homes.  Or  they're  watching  a 
movie  on  a  rented  videotape.  Or  a  box- 
ing match  on  pay-per-view  television. 

Some  new  media  target  even  thinner 
slices  of  the  population.  Want  to  reach 
air  travelers?  Turner  Broadcasting 
System  Inc.  recently  began  testing  a 
channel  that  will  beam  news  from  Ca- 
ble News  Network  and  commercials  to 
TV  monitors  in  airport  waiting  lounges. 
GM,  AT&T,  and  American  Express  have 
signed  up  as  charter  advertisers.  How 
about  grocery  shoppers?  Turner  is  also 
rolling  out  a  channel  to  be  viewed  at 
supermarket  checkouts.  Both  services 
beat  mass  media  on  one  important 
count:  The  advertisers  know  who  their 
messages  are  reaching. 

Packaged-goods  companies  such  as 
Nestle  are  also  relying  more  on  target- 
ed media.  Camillo  Pagano,  Nestle's 
worldwide  marketing  chief,  figures 
that  in  the  past  two  years,  the  giant 
Swiss  company  has  shifted  roughly 
20%  of  its  advertising  budget  into  alter- 
native media.  Pagano  wouldn't  give  de- 
tails, but  he  says  Nestle  will  use  a 
variety  of  these  media  in  a  new  ven- 
ture with  Coca-Cola  Co.  to  sell  cold 
canned  coffee  and  tea  under  the  Nes- 
cafe and  Nestea  brand  names.  Says  Pa- 
gano: "There  is  no  question  in  our  mind 
that  the  key  point  is  more  targeting  of 
the  consumer." 

Nestle  and  other  marketers  are 
spurred  by  a  growing  desire  to  mea- 
sure the  effectiveness  of  their  advertis- 
ing. Media  entrepreneur  Chris  Whittle 
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says  marketers  can  get  more  bang  for 
their  buck  by  using  his  targeted  media. 
His  products  include  Special  Reports 
Family  Network,  a  group  of  publica- 
tions and  a  TV  channel  distributed  to 
doctors*  waiting  rooms,  and  Channel 
One,  a  satellite  serv  ice  that  beams  12 
minutes  of  programming  and  commer- 
cials each  day  into  school  classrooms. 
Whittle  says  a  30-second  commercial  on 
Channel  One  reaches  40  times  more 
teens  than  one  on  MTV. 

Ad  executives  are  unimpressed  by 
such  claims:  "These  methods  may  be 
effective."  says  Philip  H.  Geier.  chair- 
man of  Interpublic  Group  of  Cos.,  "but 


they  are  only  adjuncts  to  mass  media." 
Still,  Whittle  has  persuaded  Quaker 
Oats  Co.,  Procter  &  Gamble  Co..  and 
Burger  King  Corp.  to  buy  commercials 
on  Channel  One.  "There  are  still  people 
who  believe  in  a  core  buy:  three  net- 
works and  a  dose  of  women's  maga- 
zines," says  Whittle.  "But  a  lot  of  peo- 
ple understand  that's  not  the  way 
things  work  anymore." 

There's  no  denying  that  marketers 
want  more  accountability.  Struggling 
to  meet  financial  goals  in  markets  that 
often  grow  no  faster  than  the  popula- 
tion as  a  whole,  packaged-goods  com- 
panies have  been  riding  herd  on  their 


brand  managers  to  produce  quarter 
sales  results.  The  impact  of  imaa 
building  advertising  on  sales  can  oftj 
be  tough  to  see.  Not  so  with  price  d- 
counts  or  coupons,  which  give  sales! 
quick,  easily  measured  kick.  "Peojj 
are  saying:  "I  can't  wait  for  advertisijj 
to  work.  I've  got  to  turn  these  dollaj 
around  more  quickly.'  "  says  Don  j 
Schultz,  a  professor  of  advertising  j 
Northwestern  University. 

In  addition  to  luring  consumeJ 
manufacturers  must  satisfy  the  d 
mands  of  an  increasingly  powerful  i 
tail  trade.  Scanning  devices  at  tl 
checkout  counter  enable  supermarka 


THE  MEDIA  GET  THE  MESSAGE— AND  IT'S  GRIM 


E 


lach  summer,  it's  a  cat-and-mouse 
game.  The  Big  Three  networks 
I  post  big  rate  hikes  and  purr  quiet- 
ly as  advertisers  scamper  to  lock  up 
precious  commercial  time  for  the  com- 
ing season.  But  this  year,  the  mice  are 
having  all  the  fun.  Advertisers  are  hav- 
ing little  trouble  finding  available  time. 
Best  of  all.  they're  getting  discounts  of 
up  to  25^.  Battered  by  a  yearlong  ad- 
vertising downturn  that  feels  more  like 
depression  than  reces- 
sion, CBS  Inc.  and  NBC 
Inc.  are  offering  these 
sweet  deals  because 
they  have  little  choice. 
Their  fear:  If  they  don't 
catch  the  advertisers 
now,  they  may  have  to 
offer  more  expensive 
bait  later. 

Many  magazine  pub- 
lishers are  caving  in  to 
pressure,  too.  Until  re- 
cently, most  didn't 
budge  much  from  their 
published  rate  card. 
Now.  although  most  I 
won't  admit  it.  publish- 
ers are  offering  their 
advertisers  premiums  or 

outright  discounts.   

"There's  a  school  of  thought  that  says: 
'If  you  can  say  you've  got  the  most 
pages,  you're  in  good  shape,' "  ob- 
serves Reginald  K.  Brack  Jr.,  chairman 
of  Time  Warner  Publishing. 
yesterday's  oarlings.  But  rather  than 
shield  the  traditional  mass  media  from 
a  decline  in  advertising  spending,  such 
stopgap  measures  have  only  worsened 
the  pain  (chart).  Now,  not  only  are  me- 
dia companies  selling  less  advertising, 
but  they're  also  earning  less  for  what 
they  do  sell. 
The  effect  on  profits  has  been  devas- 


tating. Profits  of  media  companies  are 
especially  sensitive  to  fluctuations  in  ad 
revenue  because  they  have  high  fixed 
costs  involving  staff,  production,  and 
distribution.  Since  the  cost  of  adding  ad 
pages  or  commercial  time  is  fairly 
small,  any  incremental  gain  in  ad  reve- 
nue produces  a  much  bigger  jump  in 
profits.  Likewise,  any  loss  of  ads  slash- 
es profits  disproportionately.  Selling 
time  at  a  discount,  for  example,  will 


Publishers  flooded  the  shelve; 
hundreds  of  new  magazines 
year.  And  why  not?  The  industrj 
up  annual  increases  in  ad  rates 
to  107c.  Now  all  the  new  player 
vastly  overbuilt  the  business — a 
industry  is  in  a  shakeout. 

Then  there  are  structural  chai 
the  ad  marketplace  that  are  re 
the  number  of  traditional  mass 
advertisers.   Airlines,  banks. 


MS  ARE  HURTING 
THE  BIG  THREE... 


RevcMes/Blions        1981     1991  EST. 

THREE  NETWORKS 

CABLE  TV 

SYNDICATED  TV 

badly  hurt  CBS,  which  already  reported 
a  &7%  decline  in  profits  in  the  first  half 
of  1991.  Still,  CBS's  troubles  are  nothing 
compared  to  Financial  News  Network 
Inc.  or  Family  Media  Inc..  publisher  of 
Discover  and  Health  magazines.  Both 
have  shut  down. 

The  wave  of  failures  has  also  come 
because  of  a  glut  in  the  business.  For 
most  of  the  1980s,  the  media  were  ev- 
erybody's favorite  boom  industry.  All 
three  networks  were  gobbled  up  by 
profit-hungry  corporations.  Rupert 
Murdoch  paid  S3  billion  for  TV  Guide. 


and  loan  associations,  movie  s 
and  retailers  are  consolidating  in 
er  players,  so  each  industry  will 
less  on  advertising.  The  turmoil 
retail  industry,  for  example,  has 
ly  reduced  the  volume  of  new 
advertising.  In  New  York  City, 
uidation  of  B.  Altman  &  Co.  an 
bels  hurt  papers  such  as  The  Xe 
Times.  The  Times,  which  saw 
linage  plunge  18.5%  in  the  first 
1991.  says  it  doesn't  expect  its  a( 
ing  to  return  to  mid-1980s  level; 
Magazines,   meanwhile,  are 
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see  which  products  sell  and  allocate 
elf  space  accordingly.  To  hold  on  to  a 
veted  place  on  the  shelf,  marketers 
jst  ante  up  dollars  in  the  form  of 
rious  "slotting  fees,"  trade  dis- 
unts,  subsidies  for  the  retailer's  own 
vertising,  or  payments  for  in-store 
;plays.  These  fees  have  ballooned  be- 
use  the  explosion  of  new  products 
s  made  shelf  space  that  much  more 
acious.  And  paying  for  them  all  cuts 
wn  on  the  amount  of  money  avail- 
le  for  traditional  brand  advertising. 
That  has  hit  advertising  like  a  kidney 
nch.  Companies  now  spend  70%  of 
;ir  marketing  budgets  on  promo- 
ns,  leaving  just  30%  for  ads,  accord- 
*  to  researcher  Donnelley  Marketing. 


Ten  years  ago,  advertising  got  43%,  vs. 
57%  for  promotions.  Ad  execs  and  mar- 
keters grouse  that  trade  promotions 
are  a  form  of  extortion  and  that  too 
many  coupons  dilute  a  brand.  But  with 
the  pressure  for  sales  and  the  power  of 
retailers  only  growing,  few  predict  that 
advertising  will  ever  regain  its  share. 
local  tie-ins.  Promotions  also  hurt 
mass  media  because  they  siphon  dol- 
lars from  national  to  local  marketing 
efforts.  Burger  King  now  spends  half 
its  ad  budget  on  local  tie-ins  to  build 
traffic  in  its  franchises.  Burger  King 
Chief  Executive  Barry  J.  Gibbons  says 
that  because  of  the  greater  choice  of 
media,  network  TV  advertising  will  be- 
come less  important.  "The  networks 


are  efficient,"  says  Gibbons,  "but  dol- 
lar-for-dollar,  they're  not  as  effective." 

Even  some  brand  advertising  now 
carries  promotional  components.  Not 
long  ago,  the  Super  Bowl  telecast  pro- 
vided a  huge  audience  for  some  of  the 
year's  flashiest  new  ads — for  example, 
Apple  Computer  Inc.'s  atmospheric 
anti-IBM  commercial  that  paid  homage 
to  George  Orwell's  1984.  Now,  the  tele- 
cast has  become  a  platform  for  fevered 
promotions  and  sweepstakes:  The  Bud 
Bowl,  which  invites  consumers  to 
guess  the  score  of  a  mock  football 
game  for  prizes,  competes  with  noisy 
promos  for  the  soft-drink  companies. 

The  highly  praised  Diet  Pepsi  ads 
starring  Ray  Charles  and  his  bluesy 


as  tobacco  merchants,  one  of 
;ey  supporters,  continue  to  re- 
rom  advertising.  Cigarette  mak- 
;  reducing  print  advertising  as 
■ncentrate  on  promotions  and  di- 
irketing.  Cigarette  ad  spending 
azines  dropped  8.6%  in  the  first 
1991,  according  to  Publishers 
ation  Bureau. 

media  have  coped  with  lower 
by  slashing  costs.  The  Big 
letworks  have  laid  off  scores  of 
>  and  closed  bureaus  from  Jo- 
burg  to  St.  Louis.  Newspapers 
gazines  are  thinning  their  ranks 


is  selling  packages  of  ads  on  several  of 
its  marquee  sports  events  such  as  Ma- 
jor League  Baseball,  which  were  once 
sold  separately  at  high  prices. 

The  print  media  are  dividing  their 
readership  lists  into  thinner  slices  for 
niche-minded  marketers.  Time,  News- 
week, and  four  other  magazines  are  us- 
ing special  ink-jet  printing  technology 
to  allow  General  Motors  Corp.'s 
Buick  Div.  to  personalize  ads  for  its 
readers.  "There  is  a  sea  change  in  what 
advertisers  are  demanding,"  says 
Thomas  Ryder,  president  of  American 
Express  Publishing  Corp.  "They  want 


the  broad  reach  of  the  Big  Three.  Dan- 
iel B.  Burke,  CEO  of  Capital  Cities/ABC 
Inc.,  points  out  that  even  with  declining 
audience  share,  each  network  still  com- 
mands 20%  of  the  viewing  audience  ev- 
ery night.  Cable  networks,  by  contrast, 
rarely  reach  more  than  2%  apiece.  "If 
you  look  at  what  we're  turning  into," 
says  Burke,  "it's  still  an  enviable,  won- 
derful thing." 

Such  confidence  led  Burke  to  take  a 
big  gamble  this  year:  abc  charged  mar- 
keters significantly  more  per  rating 
point  than  CBS  or  NBC.  Burke  believes 
advertising  spending  will  recover  in 


l  early  retirement  or  layoffs, 
media  are  also  striving  to  alter 
ipproach.  Traditionally,  maga- 
elied  on  advertising  for  more 
ilf  of  their  revenues.  But  many 
ers  are  now  raising  subscrip- 
nd  newsstand  prices.  And  most 
igazines  make  the  bulk  of  their 
i  from  subscription  fees,  accord- 
Samir  A.  Husni,  a  professor  at 
liversity  of  Mississippi  who 
magazine  growth, 
most  media  are  scrambling  to 
)re  attractive  to  advertisers.  CBS 


targeting     and  micromarketing." 

Multimedia  companies  are  seeking  an 
advantage  by  offering  marketers  ad- 
vertising opportunities  across  several 
media.  Time  Warner  has  signed  up 
Chrysler  Corp.  and  Mazda  Inc.  to  ad- 
vertise in  Time's  magazines  and  in  elec- 
tronic media  such  as  Warner's  home 
videocassettes.  In  return,  they  get 
more  attractive  ad  rates. 

The  networks,  meanwhile,  are  extol- 
ling themselves  as  the  last  redoubt  for 
mass  marketers.  With  the  proliferation 
of  media,  they  say,  nobody  can  match 


early  1992.  And  if  it  does,  ABC  will  have 
more  time  left  to  sell. 

Other  entrepreneurs  share  Burke's 
confidence.  Walt  Disney  Co.,  for  exam- 
ple, just  bought  Discover.  Kohlberg, 
Kravis,  Roberts  &  Co.  paid  $650  million 
to  buy  nine  magazines  from  Murdoch. 
And  Fidelity  Investments  has  snapped 
up  several  regional  papers  near  Bos- 
ton. "The  recession  will  end,"  says 
Burke.  "It  always  does."  Now  if  only 
advertisers  would  agree. 

By  Mark  handler  in  New  York,  with  Gail 
DeGeorge  in  Miami 
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Absolute 
efficiency. 


Pure 
luxury. 


At  Le  Meridien  doing  business  is  made 
easy  by  our  enviably  central  locations 
and  consummately  professional  staff. 
Forgetting  business  is  similarly  effort- 
less thanks  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  Who  says  doing  business  can  t 
be  a  pleasure?  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L'Invitation, 
our  frequent-guest  program. 

MERIDIEN 

The  service  you  expect. 

NASSAU,  BAHAMAS 
NEW  ORLEANS 

SAN  DIEGO 
SAN  FRANCISCO 

Travel  Companion  of  Air  France 
Over  50  Hotels  and  Resorts  Worldwide 

In  North  America:  Boston 'Chicago 'Montreal 'Nassau, 
Bahamas  ■  New  Orleans  ■  New  York  ■  Newporl  Beach 
San  Diego -San  Francisco"  Vancouver 
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rendition  of  You've  Got  the  Right  One 
Baby,  Uh-huh  represent  one  of  the  best 
brand-image  campaigns  of  1991.  But 
the  commercials  also  invited  viewers  to 
send  in  videos  featuring  their  own  ren- 
dition of  the  jingle.  A  few  are  chosen 
for  use  in  future  Diet  Pepsi  commer- 
cials, and  those  viewers  will  win  cash 
prizes.  Pepsi  also  just  ended  the  Sum- 
mer Chill  Out  campaign,  a  slickly  pro- 
duced series  of  ads  that  gave  away 
discounts,  cash  prizes, 
and  130  new  cars.  So 
what's  wrong  with  that? 
Again,  the  money  to  run 
sweepstakes  and  promo- 
tions comes  at  the  ex- 
pense of  airing  more  ads. 

Media  advertising  is  not 
going  away,  of  course. 
Campbell  Soup  Co.  plans 
to  boost  its  ad  budget  30'a 
next  year.  Some  of  that 
money  will  go  to  revive 
its  fabled  Campbell  Kids 
campaign.  Herbert  M. 
Baum,  president  of  Camp- 
bell North  America,  hopes 
the  new  Kids  will  win 
younger  consumers  over 
to  its  red-and-white  soup 
cans.  "We  missed  a  gener- 
ation or  two  of  kids,"  he 
says.  Another  big  market- 
er, P&G,  has  also  bolstered 
its  U.  S.  ad  spending.  And 
most  advertisers  acknowl- 
edge that  mass  media 
can't  be  beat  as  a  low-cost 
way  to  reach  huge  audi-  1  ^^^^^^ 
ences.  "The  networks  are  still  the  Main 
Street  of  advertising,"  says  Peter  S. 
Sealey,  senior  vice-president  and  head 
of  global  marketing  at  Coca-Cola. 
'bloody  fools.'  Sealey  and  other  mar- 
keters also  recognize  that  advertising 
is  still  the  most  effective  method  to 
nurture  a  brand's  image  over  the  long 
haul.  The  risk  in  cutting  advertising 
support  is  that  the  brand  will  erode: 
Mars  Inc.  surpassed  venerable  Her- 
shey  Foods  Corp.  as  the  nation's  larg- 
est chocolate  maker  because  it  spent 
more  to  advertise  m&ms  and  its  other 
brands  than  Hershey  did.  "Brands  can 
take  short-term  cuts  in  ad  spending," 
says  Roy  J.  Bostock,  chairman  of 
D'Arcy  Masius  Benton  &  Bowles.  "But 
there's  a  time  bomb  waiting  to  go  off." 

What's  more,  marketers  have  an  in- 
terest in  maintaining  strong  brand 
franchises  because  it  enables  them  to 
price  their  products  at  a  premium.  In 
doing  so,  America's  big  consumer  mar- 
keters have  been  able  to  roll  up  com- 
fortable profit  margins. 

So  there's  no  question  ad  spending 
will  recover  to  some  degree.  But  with 


companies  racing  to  reach  consumes 
in  so  many  new  ways,  Madison  Aven,? 
is  struggling  to  adjust:  Since  agencft 
now  draw  most  of  their  commission 
from  placing  media  ads,  they're  rufi* 
ing  to  develop  faster-growing  dis- 
plines  such  as  promotions  and  dir^ 
mail.  They're  also  looking  overset 
The  deregulation  of  media  in  Weste 
Europe  has  fueled  faster  ad  spendij 
growth  in  many  of  those  markets. 


DIRECT 
MARKETING 
It's  the  method  of  choice  for  more 
and  more  products.  Carmakers 
are  even  churning  out  videos 


As  the  industry  adjusts  to  these  n<^ 
realities,  it  may  actually  be  returnifi 
to  the  fundamentals  of  its  busineft 
Advertising,  after  all,  does  work  B 
some  fashion,  even  if  its  workings  at 
often  mysterious.  But  when  the  go* 
times  were  rolling,  many  ad  agencjj 
hurried  to  see  who  could  produce  evr 
more  lavish,  ever  more  "creative"  M 
vertising.  Clients  complained  that  thii 
shops  were  interested  only  in  grabbiij. 
awards  or  raking  in  millions  frm 
agency  mergers. 

Perhaps  these  hard  times  will  haf 
the  business  relearn  a  valuable  lesscj^ 
says  David  Ogilvy:  "Maybe  we'll  stjjl 
being  such  bloody  fools  and  get  dovj 
to  our  business,  which  is  selling  pr<J 
ucts  for  clients."  He  should  know.  9 
began  his  career  as  a  door-to-dcf* 
salesman,  and  the  verity  he  learni 
then  applies  to  the  hard  truths  takij 
hold  today:  "No  sale,  no  commissi^ 
No  commission,  no  eat." 

By  Mark  Landler  in  New  York,  wm 
Walecia  Konrad  in  Atlanta,  Zachafy 
Schiller  in  Cleveland,  Lois  Therrien  % 
Chicago,  and  bureau  reports 


COVER  stir 


LOT  OF  KEY  CO 

In  fact,  78  of  the  top  100  U.S.  industrial  companies  are  MetLife  clients. 
Because  they  trust  MetLife  to  be  there  when  they  need  us.  The  first 
priority  of  an  insurance  company  is  to  be  financially  strong  and  stable, 
and  we  never  lose  sight  of  that  fact. 


SET  MET.  IT  PAYS! 


O  MetLife 


PEANUTS  Characters:  ©  1958, 1965  United  Feature  Syndicate.  Inc. 


nformation  Processing 


COMPUTERS  I 


MEET  THE  WORLD'S 

KLUTZ! EST  COMPUTER  BUYER 


His  name  is  Uncle  Sam.  Can  he  ever  get  his  act  together? 


Two  years  ago,  the  Environmental 
Protection  Agency  decided  it  need- 
ed a  supercomputer — most  likely 
one  from  Cray  Research  Inc. — to  run 
complicated  environmental  models  that 
could  help  refine  clean-air  standards. 
But  makers  of  less  powerful  minisuper- 
computers,  such  as  Convex  Computer 
Corp.  and  Alliance  Computer,  convinced 
the  EPA's  congressional  overseers  that 
they,  too,  ought  to  have  a  shot  at  the 
contract.  They  relied  on  a  1984  statute, 
the  Competition  in  Contracting  Act.  that 
puts  even  the  tiniest  computer  supplier 
on  equal  footing  with  large  makers  in 
the  S20  billion-a-year  federal  computer 
market.  The  law  is  supposed  to  help  fed- 
eral agencies  get  the  best  computers  for 
the  best  price. 

But  look  what  happened:  The  EPA  end- 
ed up  spending  $500,000  over  18  months 
to  prove  what  it  already  knew — that 
minisupers  just  don't  have  enough 
oomph  to  run  its  programs.  An< 
now,  it  won't  be  able  to  award 
an  $80  million  contract  for  two 
supercomputers  until  June, 
1992— a  delay  that's  likely  to 
cost  U.  S.  industry  millions 
of  dollars.  Because  the 
EPA  doesn't  have  the  new 
supercomputers  it  want- 
ed, it  hasn't  been  able  to 
show  where  pollution  is 
less  than  anticipated 
and  thus  where  emis- 
sion rules  might  be 
eased,  says  Edward  J. 
Hanley.  a  deputy  assistant 
EPA  administrator.  Once 
again,  rigid  purchasing  rules 
have  shown  their  ability  to  produce  "pro- 
cedural silliness,"  as  Hanley  calls  it. 
"The  appearance  of  competition  often 
seems  to  be  more  important  than  getting 
the  best  deal  for  the  government  in  the 
least  amount  of  time." 
agonizing.  Hanley's  not  the  only  one  in 
Washington  bemoaning  such  inefficien- 
cies. A  growing  chorus  of  criticism  can 
be  heard  in  the  capital,  where  agencies 
have  to  jump  through  innumerable 
hoops  to  get  the  high-tech  gear  they 
need.  Protests  by  losers  can  delay  con- 
tracts for  years.  To  avoid  waste,  the  sys- 


THE  BIG  SPENDERS... 


Agency                          Expenditure,  fiscal  1991 

Billions 

ARMY 

$2.57 

NAVY 

2.39 

AIR  FORCE 

2.23 

TRANSPORTATION 

1.81 

NASA 

1.72 

DEFENSE  AGENCIES 

1.57 

ENERGY 

1.56 

TREASURY 

1.32 

DATA  FEDERAL  SOURCES  INC 
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...AND  THEIR 
GROWING  TAB 


TOTAL  FEDERAL  SPENDING 
ON  INFORMATION  TECHNOLOGY 


82  '84 
A  BILLIONS  Of  DOLLARS 


B8  90  92 
DATA:  FEDERAL  SOURCES  INC 


tern  encourages — though  doesn't 
quire — awards  to  the  lowest  bidde 
But  agencies,  fearful  of  recriminat 
from  lawmakers  seeking  the  next  gr* 
procurement  scandal,  sometimes  sai 
fice  quality  in  the  process.  The  result: 
agonizing  system  for  both  Uncle  S; 
and  its  suppliers.  "I  don't  think  y 
could  find  one  person  in  a  hundred  w 
would  say  the  system  works  very  wel 
says  Phil  Kiviat,  a  senior  vice-presid- 
at  consultants  ICF  Information  Techn 
ogy  Inc.  in  Fairfax,  Va. 

That's  certainly  not  what  congress 
nal  reformers  had  in  mind.  The  1984  I 
put  an  end  to  the  bad  old  days,  wh 
procurement  officials  funneled  contrac 
to  cronies  or  relied  consistently  on  a  s 
gle,  favored  supplier.  It  was  intended 
halt  "wired"  contracts,  in  which  t 
specifications  are  tailored  to  ensure  th 
a  favored  supplier  wins.  Late  last  ye 
the  House  Government  Operations  Co 
mittee  blasted  the  Navy  for  drafting 
procurement  request  that  all  but  gu; 
anteed  that  IBM  would  get  the  award. 
clumsy  cure.  To  avoid  such  abuses 
wired  contracts,  the  new  law  made  it  f 
easier  for  losing  bidders  to  lodge  a  pi 
test.  The  goal  was  to  loosen  the  stra 
glehold  that  IBM  and  other  big  playe 
had  on  the  burgeoning  governme 
market.  But  despite  the  good 
tentions,  critics,  including  S 
ven  J.  Kelman.  professor 
BL  public  policy  at  Harvard  U 
versity's  John  F.  Kenne 
School  of  Governmer 
say  that  the  protest  pi 
cess  has  become  one 
the  biggest  obstacles 
efficiency. 

Just  the  threat 
protest  can  tie  up 
contract  or  force  t 
government  to  set 
for  older  technolog 
Three  years  ago,  for 
stance,  the  Bureau 
Reclamation  embarked  on 
$25  million  project  to  moder 
ize  computers  that  hand 
payroll,  personnel,  and  accounting  tasl 
for  itself  and  its  parent,  the  Interi 
Dept.  The  bureau  asked  for  bids  on 
contract  that  called  for  an  IBM  3090-20C 
mainframe  or  its  equivalent.  But  in  tl 
midst  of  the  process,  IBM  came  out  wi 
a  faster  mainframe,  the  3090-S  serk 
Eager  for  the  latest  technology,  the  b 
reau  changed  the  requirements  so 
could  get  the  new  machine  or  somethir 
close  to  it. 

Two  other  companies,  Amdahl  Coi 
puter  Corp.  and  Vion  Corp.  in  Washin 
ton  (representing  mainframe  maker 
tachi  Ltd.),  immediately  complained  th<; 
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Nightmare  Scenario  #1 


THE  UNDETECTED 
TIME  BOMB. 


The  biggest  networking  disasters  always  start  small. 


The  problems  tend  to 
begin  when  you  need 
to  grow. 
Suddenly,  the  computer 
network  that  worked  so  well 
doesn't  seem 
to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 


THINGS  THEY 
DONT  TELL  YOU 
AT  NOVELL 
PRESENTATIONS 


HOW  TO  CHOOSE 
THE  RIGHT 
NETWORKING 
SYSTEM 


Send  for  this  free  booklet 
full  of  hard,  comparative 
information. 


And  ev- 
ery time  you 
grow,  even  a  little  bit,  your  net- 
work gets  harder  to  manage, 
harder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  it's  easy. 

It's  a  question  of  architec- 
ture. A  network  like  Novell's 
NetWare8  is  not  an  integrated 
system.  Adding  new  users  of 
services  means  having  to 
update  user  profiles,  retrain 
employees,  and  troubleshoot 
connectivity  problems. 

Banyan's  architecture  is 
designed  to  grow  effortlessly. 
(Ease  of  growth  is  why  we're 
the  leader  in  true  enterprise- 
wide  pc  networking.) 

Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES" 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  "super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion. Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 

Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 


You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  "THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 

Call  1-800-828-2404 
for  a  free  brochure. 


i  1 

Please  send  this  coupon  to:  BANYAN, 
1 20  Flanders  Road.  Westboro,  MA  0 1 58 1 


Mill  ifi 

BANYAN 


Networking.  Without  Limits. 
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The  Next 
SeeWWSome  People 
Have  ArtThe  Answers. 

They're  the  people  who  have  discovered  the  NEXIS'  electronic 
information  service.  It  brings  you  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints  -  as  close  as  your  PC.  And  nght 
now  you  can  try  the  NEXIS"  service  for  as  little  as  $500  per  month.  So 
call  today.  Because  having  all  the  answers  has  never  been  so  easy. 


CALL1-800-227-4908  NOW. 


nexis  m 


Otfer  expires  November  30,  I99I  ©I99I  Mead  Data  Central,  Inc  All  rights  reserved 
NEXIS  and  LEXIS  are  registered  trademarks  lor  information  products  and  services  ol  Mead  Data  Central  Inc 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


excess 


P.O.  Box  3021,  Glen  Ellyn.  IL  60138 
Fax  (708)  690-0565 

Excess  inventor)  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind 


couldn't  meet  the  new  specification! 

their  clones  of  the  3090-S  weren't  res 
Interior  officials,  fearing  that  the  c 
panies  would  haul  them  into  court 
delay  the  contract,  went  back  to 
original  proposal.  "We  gave  up  beca 
of  the  fear  of  protest  from  the  ot 
vendors,"  says  Robert  E.  Ray,  Interii 
chief  of  computer  acquisition.  "We  di< 
want  to  get  caught  up  in  that."  Fed( 
E)ata  Systems  Corp.,  a  systems  intej 
tor  in  Bethesda.  Md.,  and  ultimately  s 
plied  the  older  IBM  equipment. 

Procedural  safeguards,  from  cong 
sional  oversight  to  the  protest  proc 
are  obviously  necessary,  given  the 
lions  federal  agencies  spend  on  com] 
er  procurement  (table,  page  74).  1 
scores  of  studies  by  Congress'  watch 
agency,  the  General  Accounting  Off 
show  that  purchasers  break  the  n 
regularly.  But  putting  bureaucrats 
der  the  microscope  can  have  perve 
effects.  "The  fear  that  you  might 
criticized  has  produced  this  complel 
insane  system,"  says  Harvard's  Kehr 
expensive  savings.  Indeed,  protect 
bureaucratic  backsides  sometimes 
pears  to  be  the  main  goal  of  the  tang 
procurement  process.  In  April,  for 
stance,  the  U.  S.  Geological  Sur 
(USGS)  awarded  a  contract  worth  up 
$1.1  million  for  IBM-compatible  d 
drives  to  low-bidder  Federal  Systc 
Group  Inc.  (FSG)  in  Vienna,  Va.  Offic 
did  so  despite  concerns  over  FSG's  { 
posal  tn  supply  used  Storage  Technol< 
Corp.  disk  drives  and  over  its  ability 
service  the  equipment. 

The  Geological  Survey's  fears  w 
well-founded:  Xone  of  the  drives 
agency  used  worked.  FSG  President  D 
iel  L.  Retter  insists  that  was  an  "anoi 
ly."  In  any  case,  the  acquisition  achie 
a  key  bureaucratic  goal:  By  picking 
low  bidder,  USGS  insiders  concede  t 
they  hope  they  bought  protection  fi 
second-guessing  later  on. 

Fears  of  such  meddling  aren't  i 
The  Justice  Dept.  is  getting  heavy  i 
for  its  June.  1989,  award  of  a  $180 
lion  contract  to  Tisoft  Inc.  in  Fairi 
Va.,  for  a  system  that  included  D 
General  minicomputers,  Wyse  perso 
computers,  and  a  network  from  3C 
Corp.  Tisoft's  network  for  tracking  cr 
inal  and  tax  cases  was  up  and  running 
less  than  two  years,  and  U.  S.  Attorn 
around  the  country  rave  about  it. 

But  some  lawmakers  consider  the 
tract  an  outrage.  For  one  thing,  the 
partment  didn't  pick  the  low  bidder 
cause  it  considered  Tisoft's  prod 
superior  in  function.  What's  more, 
agency  gave  Tisoft  $200,000  to  help 
tie  a  protest  lodged  by  Prime  Compu 
a  payment  that  raised  eyebrows  on  G 
tol  Hill.  Now,  House  Judiciarv  Comr 
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Chairman  Jack  Brooks  (D-Tex.),  au- 
r  of  the  1984  procurement  law,  wants 
pull  the  plug  on  the  deal.  He  com- 
ins  that  the  department  paid  more 
,n  retail  for  12,000  PCs  and,  in  effect, 
d  hush  money  to  cut  off  the  protest 
jcess.  "The  department  broke  every 
e  in  the  book,"  fumes  Brooks.  Re- 
inds  Harry  H.  P'lickinger,  Assistant 
:orney  General  for  administration: 
e  took  great  pains  to  make  sure  we 

this  procurement  correctly."  Using 
incy  funds  to  help  the  winner  fend 

a  protest  may  seem  to  subvert  the 
•cess,  but  Flickinger  says  it's  perfect- 
legal. 

back.  The  Justice  flap  is  bound  to 
courage  other  agencies  from  being  so 
ituresome.  And  that  could  be  a  set- 
tle for  reform.  Industry  critics  say  the 
ability  that  Justice  showed  is  just 
at's  needed  to  improve  federal  pur- 
sing methods.  And  some  government 
icials  agree:  In  an  Apr.  9  letter  to 
;ncy  and  department  heads,  Alan  V. 
rman,  the  Office  of  Management  & 
dget's  procurement-policy  chief, 
fed  agencies  to  mend  their  ways,  com- 
ining  that  the  "government  underem- 
isizes  quality  vs.  price." 


Protecting  bureaucratic 
cksides  sometimes  appears 
to  be  the  main  goal  of  the 
ngled  procurement  process 


Congress  is  chiming  in  as  well.  Repre- 
itatives  John  Conyers  Jr.  (D-Mich.), 
lirman  of  the  House  Government  Op- 
tions Committee,  and  Frank  Horton 
N.  Y.),  the  panel's  ranking  minority 
mber,  have  introduced  legislation 
led  at  curbing  abuses  in  the  protest 
•cess.  By  mandating  that  agencies 
•vide  detailed  explanations  of  their  se- 
tions,  the  bill  would  eliminate  some 
illenges.  And  the  system  would  be 
eamlined  by  cutting  the  time  limit  for 
ng  an  appeal  from  four  months  to 
i.  Meanwhile,  the  General  Services 
ministration  has  launched  a  program 
train  those  who  buy  computers  for 
i  government  to  be  smarter  shoppers. 
Winston  Churchill  once  said  that  de- 
cracy  is  the  worst  form  of  goverh- 
nt — except  for  all  the  others.  The 
ne  may  be  true  of  the  way  Uncle  Sam 
ys  computers  these  days.  The  system 
far  from  perfect,  but  it  has  curbed 
•ruption  and  opened  the  market  to  a 
ier  range  of  vendors.  And  if  the  latest 
>posals  can  curb  bureaucrats'  need  to 
'er  their  backsides,  it  could  become  a 
*y  good  system  indeed. 

By  Mark  Lewyn  in  Washington 
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1992  PLANNERS 
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15% 

PLUS 


Your  chance  to  claim 
a  leather  security  luggage 
tag  as  your  bonus 
FREE  GIFT  when  you 
order  three  or  more  items. 


In  U.S. 

Credit  card  holders  may  call 

TOLL-FREE 
800-247-2570 

(in  Iowa  800-362-2860) 
Ask  Operator  18  for  Planners 
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DESIGNED  TO  ORGANIZ 
YOUR  FUTURE 


Smart  executives  know  there's  no  better 
choice  of  business  gift  than  the  prestigious  - 
and  equally  smart!  -  BusinessWeek  planners. 
They  are  great  at  organizing  even  the  busiest 
working  schedule.  Featuring  a  full  January 
through  January  week-to-view  appointment 
calendar  and  1992  and  1993  monthly  planning 
sections.  Plus  90  pages  of  reference,  business 
planning  aids,  full  color  Atlas,  30  City  Profiles, 
1992  Trade  Shows  and  Conventions,  a  2-year 


Forward  Planner,  Financial  data  on  the 
world's  largest  banks  and  corporations  .  .  . 
and  more!  Bound  in  rich  bonded  leather 
(your  choice  of  black  or  burgundy)  with  gilt- 
edged  pages  and  silken  ribbon  markers,  and 
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Black 

28.00 
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23.00 

22.00 
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Desk  Planner  Without  B/Wk  logo 

Burgundy 
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Burgundy 
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Gold  blocking  of  name  per  item 
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Handling/Packing  per  item 
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COPIERS  I 


CAN  XEROX  SELL 

BIG  BUSINESS  ON  COLOR? 


It's  launching  a  $46,500  copier  into  a  market  that  has  undone  rivals 


■  n  February,  Mead  Corp.  announced 
U  that  it  was  taking  a  $40  million  write- 
H  off  because  its  new  color  copier  was 
going  nowhere.  In  early  September, 
startup  Colorocs  Corp.  filed  for  Chapter 
11  protection  after  its  stab  at  color  copy- 
ing left  it  struggling  for  orders. 

Can  Xerox  Corp.  do  better?  Yes,  says 
the  copier  giant.  On  Sept.  11,  the  Stam- 
ford (Conn.)  company  came  out  with  a 
$46,500  color  copier  and  a  campaign  to 
make  color  copying  de  rigueur  for  Cor- 
porate America.  Xerox  claims  color  will 
make  white-collar  workers  more  produc- 
tive by  spiffing  up  presentations,  high- 
lighting important  phrases  in  reports, 
and  making  pie  charts  sparkle.  Color, 
asserts  Paul  A.  Allaire,  Xerox  CEO,  "is 
the  real  need  of  the  future." 

The  new  machine,  Sun  Ray,  which  dig- 
itizes images  electronically,  is  an  ad- 
vance over  two  earlier  Xerox  color  mod- 
els. But  it  may  still  be  a  hard  sell:  It 
costs  six  times  as  much  as  a  comparable 
black-and-white  model,  and  color  copies 
cost  50<£  each  vs.  a  little  more  than  a 
penny  for  black-and-white  copies. 

The  one  market  where  color  copiers 
have  succeeded,  quick-print  shops,  is  al- 
ready a  stronghold  of  Xerox'  chief  Japa- 
nese rival,  Canon  Inc.,  which  sells  a 
$49,000  color  model.  Says  Keith  M.  Nick- 


2.5- 


loff,  director  of  marketing  planning  at 
Eastman  Kodak  Co.:  "Canon  has  really 
cleaned  Xerox'  clock.  If  Xerox  has  some- 
thing, it  had  better  be  very  special." 

Xerox  figures  that  color  copying  of- 
fers the  next  big  chance  for  growth  in 
copiers.  U.  S.  copier  shipments  are  ex- 
pected to  grow  only  4%  this  year,  accord- 
ing to  researcher  Bis 
Strategic  Decisions.  But 
the  color  market  is  ex- 
pected to  jump  to  more 
than  $2  billion  in  1995 
(chart),  says  Dataquest 
Inc.,  a  market  research- 
er. By  then,  prices  will 
have  dropped  to  half  of 
current  levels,  spread- 
ing the  machines  be- 
yond specialty  niches 
like  graphic  arts  and  ad- 
vertising departments, 
says  Haruo  Murase,  ex- 
ecutive vice-president  at  Canon  USA  Inc. 
beyond  duplicating.  Xerox  executives 
have  their  fingers  crossed.  For  years, 
they've  been  trying  to  shape  a  new  fu- 
ture for  themselves  by  selling  more  so- 
phisticated equipment  than  a  fancy  du- 
plicating machine.  After  dubbing  itself 
"the  document  company,"  Xerox  last 
year  introduced  DocuTech,  a  snazzy  ma- 


COLOR  COPIER 
SHIPMENTS 


ESTIMATED  U.S.  REVENUES 
INCLUDING  SERVICE 
AND  SUPPLIES 


A  BILLIONS  OF  DOLLARS 

DATA:  DATAQUEST  INC. 


chine  that  can  make  hundreds  or  the-; 
sands  of  copies  of  documents  sent  elfl 
ironically  from  personal  computers.  BW 
slow  customer  response  and  a  slumpiw 
economy  have  pushed  sales  of  DocuTe» 
machines — which  start  at  $220,000—11 
low  plan,  says  Allaire.  And  troubles  I 
Xerox'  financial-services  arm  cut  net  I 
come  nearly  two-thirds  in  1990,  to  $2a 
million,  on  revenues  of  $17.97  billion.  M 
alysts  projected  1991  income  at  $443  rrfl 
lion,  but  that's  still  below  1989's  resulB 
Xerox'  digital  color  machine  certairl 
looks  competitive.  It  churns  out  M 
copies  a  minute — about  50%  more  thl 
the  Canon.  And  Xerox  claims  it  will  I 
as  much  as  three  times  as  reliable  I 
competitors'  machines.  But  Canon's  rrl 
chine,  which  gets  high  grades  for  coB 
quality,  already  accepts  input  direcp 
from  PCs.  The  Xerox  model  won't  I 
that  until  a  special  attachment  is  reacl 
probably  within  a  year. 
lasting  impression.  The  key  to  sellil 
color  copiers  in  the  corporate  mark: 
will  be  convincing  managers  that  col* 
presentations  and  brochures  can  make*) 
bottom-line  difference.  Xerox  cites  il 
search  showing  that  consumers  al 
more  likely  to  call  or  visit  business^ 
whose  yellow-pages  ads  are  highlight^ 
in  red  ink.  Also,  it  says,  students  reel 
25%  more  information  when  it  is  printjfej 
with  color. 

But  that  message  may  not  regis™ 
immediately.  Most  office  paperwork  I 
cranked  out  on  black-and-white  compel 
er  printers  for  internal  consumption 
"We  don't  need  to  impress  one  anothe^" 
says  Joseph  A.  Brini,  image  services  M 
ordinator  at  Texaco  Inc.  Even  conveiil 
to  color  use  it  sparingly  because  of  tjs' 
cost.  Jo  Anne  Dibble,  director  of  pil 
print  operations  at  Travelers  Corp.,  esl 
mates  that  her  depaB 
ment  makes  about  7,0B 
color  copies  a  month  m 
500,000  in  black  al 
white.     Even  Xerl 
doesn't  think  in  coir 
yet.  Press  releases 
nouncing  the  new  n 
chines  were  in  auste 
black  and  white.  "Y 
don't  use  it  frivolously 
says  Daniel  C.  Minch( 
Xerox  public  relatio 
manager. 
Still,  even  if  workt 
are  slow  to  catch  on,  Xerox  gains 
getting  its  copier  into  the  market.  & 
on's  color  machine  was  so  success] 
with  quick-print  shops  that  it  helped  s 
black-and-white  models,  too.  With  a  co 
petent  color  machine,  Xerox  should  st 
tight  with  its  corporate  customers — ev 
if  they  remain  color  blind  for  a  v/hile 
By  Todd  Vogel  in  New  Haven,  Cor* 
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TED  BY  WILLIAM  D  MARBACH 


ASA'S  SEVEN-STORY  ROBOTS 
ILL  HAVE  A  TENDER  TOUCH 


m 

readying  NASA's  space 
shuttles  for  flight  is  as- 
sembling the  solid  rock- 
ets. After  each  mission, 
the  reusable  rocket  cas- 
ings are  retrieved  from 
the  ocean,  refilled  with 
new  propellant,  and  re- 
assembled into  126-foot- 
tall  boosters.  Soon,  NASA 
plans  to  turn  to  three  gi- 
ant, computer-controlled 
robots  for  help  with  the 
.  The  70-foot-tall  robots  will  inspect,  clean,  dry,  and  line  new 
i  refurbished  soiid-rocket  boosters.  Despite  their  size,  they 
1  work  at  tolerances  of  50-to-100  thousandths  of  an  inch. 
\.  small  Canadian  engineering  company,  Vadeko  Interna- 
ial  Inc.,  will  design  and  build  the  robotic  system  for  NASA's 
ranced  solid-rocket  motor  facility  under  construction  in 
;a,  Miss.  Vadeko,  based  in  Ontario,  builds  large  robots  to 
in  and  paint  railway-hopper  cars  and  to  finish  and  inspect 
interiors  of  Titan  and  Delta  rockets.  The  company  plans  to 
re  the  shuttle  robots  in  service  in  1993. 


■   ♦  ■ 


One  of  the  biggest 
challenges 


SHOCK-ABSORBING  CERAMIC 
1AT  ACTS  LIKE  BONE 


•oday,  most  bone-replacement  surgery  uses  titanium  or  oth- 
er metals.  Ceramics  more  closely  mimic  bone,  but  they  are 
brittle  to  last  and  must  be  manufactured  at  very  high 
iperatures.  Now,  Samuel  I.  Stupp,  a  professor  of  materials 
snce  at  the  University  of  Illinois  at  Urbana-Champaign,  has 
ithesized  a  new  class  of  ceramic  composites  that  could  solve 
se  problems,  making  them  usable  as  bone  replacements,  as 
11  as  in  microelectronic  devices  and  car  engines, 
itupp's  idea  is  to  trap  threads  of  polymers — chains  of  car- 
i-containing  molecules — within  the  crystalline  structure  of 
amies  as  they  are  being  manufactured.  These  so-called  or- 
loceramics  are  much  less  likely  to  crack  under  pressure 
,n  ordinary  ceramics.  The  polymer  acts  as  a  cushion  of 
ts,  allowing  the  ceramic  to  better  absorb  stress.  Moreover, 
material  can  be  formed  at  room  temperature. 
)rganoceramics  already  exist  in  nature:  Dental  enamel, 
les,  and  sea  shells  are  all  examples.  With  that  in  mind, 
ipp  has  synthesized  an  organoceramic  leg  bone  that  has 
ted  six  months  so  far  in  dogs  with  no  signs  of  deterioration. 


IIS  HEART-ATTACK  HELPER 
&NGS  ON  THE  WALL 


^iven  all  the  complaints  about  slow  responses  to  911  emer- 
Pgency  calls,  the  time  might  be  ripe  for  CPR  Prompt 
rp.'s  new  gadget.  It's  a  computerized  voice-synthesis  system 
.t  dispenses  advice  for  handling  cardiopulmonary  resuscita- 
i  (CPR)  emergencies  such  as  heart  attacks  and  choking.  The 
"ingfield  (Mass.)  company  hopes  the  portable  device  will 
'.ome  as  common  as  fire  extinguishers  on  the  walls  of  res- 
irants  and  other  public  places. 


The  system  requires  someone  to  tap  the  buttons  that  best 
describe  the  victim's  age  and  condition.  Then,  a  calm  voice 
gives  step-by-step  instructions  for  administering  immediate 
aid.  If  CPR  is  needed,  the  system  signals  each  time  the  chest 
should  be  compressed.  Texas  Instruments  Inc.,  a  voice-synthe- 
sis pioneer,  will  make  the  product,  which  is  expected  to  sell  for 
$200  to  $250.  Field  testing  in  selected  New  England  locations 
is  set  to  begin  this  autumn. 


MAKING  CANCER  CELLS  GROW  UP 
BEFORE  THEY  CAN  GROW  OUT 


Instead  of  maturing  as  ordinary  cells  do,  cancer  cells  run 
amok,  continuing  to  divide  out  of  control  to  form  tumors. 
Most  therapies  try  to  kill  the  cells  outright.  But  a  different — 
and  promising — approach  is  to  tamper  with  the  cells'  machin- 
ery so  they'll  stop  dividing.  Fourteen  years  ago,  scientists 
developed  a  drug  called  hmba  that  has  this  effect.  The  drug 
activates  an  enzyme,  called  protein  kinase  C,  that  causes  rapid- 
ly dividing  cells  to  mature.  But  at  the  doses  needed,  HMBA 
causes  blood  to  lose  its  clotting  properties  and  produces  other 
unacceptable  side  effects. 

Now,  Ronald  Breslow,  a  researcher  at  Columbia  University, 
and  Dr.  Paul  Marks  and  Dr.  Richard  Rifkind  of  Memorial 
Sloan-Kettering  Cancer  Center  in  New  York  have  found  a 
related  compound  that,  in  the  test  tube,  is  1,000  times  as 
effective  as  HMBA  at  causing  leukemia  and  colon-cancer  cells 
to  stop  multiplying.  Potentially,  say  the  scientists,  the  drug 
could  be  useful  against  all  forms  of  cancer. 

Moreover,  because  it  is  so  much  stronger  than  HMBA,  dos- 
ages can  be  much  smaller,  which  should  lessen  the  side  ef- 
fects. Unlike  cancer  treatments  that  kill  fast-growing  cells 
indiscriminantly,  these  drugs  would  not  harm  normal  tissue. 
Sterling  Drug  Inc.  will  begin  laboratory  tests  for  toxicity  on 
the  new  compound  this  month. 


A  NEW  LASER  SOURCE 
FOR  FASTER  FIBER  OPTICS 


Like  new-age  alche- 
mists, researchers  at 
Cornell  University  have 
cooked  up  a  different 
way  to  make  lasers.  Ma- 
terials scientists  Christo- 
pher K.  Ober  and  Hogan 
Martin  start  with  a  plas- 
tic that  contains  silicon 
and  magnesium.  Then, 
they  heat  it  to  900  de- 
grees Celsius  to  burn  off 
the  organic  base  materi- 
al. What's  left  is  a 
glassy  ceramic  called 
forsterite.  When  forsterite  contains  a  small  amount  of  chromi- 
um, it  acts  as  a  laser  in  the  near-infrared  range — the  wave- 
lengths that  can  be  used  for  telecommunications  via  fiber 
optics. 

By  varying  the  recipe,  researchers  can  make  a  wide  variety 
of  ceramics  and  glasses.  Eventually,  they  expect  chromium- 
doped  forsterite  ceramic  to  greatly  improve  long-distance  fi- 
ber-optic transmissions.  In  contrast  to  the  semiconductor  la- 
sers that  are  used  now,  this  ceramic  emits  light  in  a 
wavelength  region  where  optical  fibers  can  send  clearer  and 
faster  signals.  The  scientists  say  it  will  take  several  more 
years  to  perfect  the  technique  in  the  laboratory. 
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When  it  comes  to  medicine,  it's  never 
good  to  be  in  the  dark.  That's  why  a 
company  called  Ask  The  Pharmacist,  Inc. 
started  a  24-hour  information  line  using 
AT&T  MultiQiwsf  900  Service. 

Anytime  people  have  quest u  >ns,  they 
just  call  1  900  4200A.SK  to  talk  with  a 
licensed  pharmacist  quickly  and  pri- 
vately. For  only  $1.95  per  minute. 

And  Ask  The  Pharmacist  is  only  one  of 
the  many  companies  providing  valuable 
information  through  AT&T  MultiQuest 
900  Service. 

It's  simple.  The  900  sponsor  sets  the 
price  of  the  call.  And  AT&T  handles  the 
billing  and  collections,  then  forwards 
the  proceeds  back  to  the  sponsor. 

So  companies  like  Ask  The  Pharmacist 
can  concentrate  on  what  they  do  best. 
Helping  people. 

Innovation.  AnottierAT&T advantage. 

To  see  how  900  service  can 
help  you,  call  the  specialists  at  the 

MultiQuest  Action  Center 

1  800  243-0900 


AT&T 

The  right  choice. 


55  MILES  PER  GALLON: 
HOW  HONDA  DID  IT 


Auto  makers  have  long  dreamed  of  a  fuel-efficient,  'lean-burn'  engine.  Honda  made  it  work 


Bo: 


B 


ack  in  1976,  Hideyo  Miyano  decid- 
ed to  take  a  peek  at  the  goings-on 
over  at  Honda  Motor  Co.  A  diesel- 
engine  designer  for  a  rival  carmaker, 
Miyano  hoped  a  job  interview  at  Honda 
would  let  him  gather  a  little  intelligence. 
He  didn't  even  bother  to  wear  a  tie  to 
the  meeting,  a  casualness  almost  un- 
heard of  in  Japan.  But  Nobuhiko  Kawa- 
moto, then  Honda's  engine-design  man- 
ager and  now  its  president,  ignored  the 
irreverence  and  turned  the  discussion  to 
the  diesel-exhaust  technology  Miyano 
had  patented.  "We  talked  as  engineers, 
nothing  else  mattered,"  Miyano  says.  He 
was  so  impressed  that  he  switched 
jobs — though  it  meant  a  20%  cut  in  pay. 

Miyano  settled  in  at  Honda's  research 
lab.  There,  in  1984,  he  started  looking  at 


"lean-burn"  technology,  which  boosts 
fuel  efficiency  by  raising  an  engine's  air- 
to-fuel  ratio  above  the  standard  15:1. 
Lacking  a  budget,  he  persuaded  Honda's 
fabrication  shop  to  make  bootleg  test 
parts  from  his  drawings.  "The  beginning 
stages  of  research  are  extremely  frag- 
ile," says  Kawamoto,  who  by  then  was 
head  of  research  and  development  at 
Honda  but  had  only  an  inkling  of  what 
Miyano  was  up  to.  "We  let  small  leaves 
grow  in  the  dark  for  a  while  first." 

Such  nurturing  paid  off.  On  Sept.  10, 
after  many  trips  to  the  drawing  board, 
Honda  became  the  first  carmaker  to  in- 
troduce a  lean-burn  engine  that  doesn't 
sacrifice  power.  Two  1992  Civic  models 
with  the  new  VTEC-E  motor  will  be  sold 
in  Japan.  And  on  Sept.  27,  Honda  will 


unveil  its  Civic  VX  hatchback  with  t 
engine  in  the  U.  S.  That  car  will  m< 
California's  strict  emissions  standai 
only  with  adjustments  that  cut  the 
gine's  fuel  economy  by  7%.  But  el 
where,  the  vx  will  boast  48  mpg  in  tov  ~ 
55  on  the  highway,  the  Environmen 
Protection  Agency  estimates.  That's 
35%-plus  jump  from  the  31/35  mpg 
the  three-door  1991  Civic — with  lit 
trade-off  in  performance  or  weigl 
Even  with  the  California  shortcoming 
"it's  a  hell  of  an  achievement,"  sa 
Robert  Brooks,  an  engine-technolo 
consultant  in  Waukegan,  111.  "Japan 
pursuing  the  state  of  the  art  with  mc 
diligence  and  speed  than  we  are." 
'EVERYTHING  we  know.'  Lean-burn  tec  , I 
nology  has  long  tantalized  carmake 
most  of  whom  are  working  on  it.  Su 
engines  burn  less  fuel  at  a  lower  te 
perature  and  thus  emit  fewer  oxides 
nitrogen.  Power  always  suffered,  ho 
ever,  because  no  way  could  be  found 
ensure  stable  combustion  or  to  precise 
control  the  air-fuel  ratio.  Detroit's 
Three  had  always  insisted  that  only 
major  breakthrough  would  make  a  les 
burn  engine  a  success. 

All  Miyano  needed  was  imaginati 
and  existing  technology.  He  borrow 
the  variable  valve-timing  and  lift  systf 
from  Honda's  $60,000  NSX  sports  car. 
low  engine  speeds,  one  of  the  two  inta 
valves  in  each  four-valve  cylinder  sta 
shut,  making  for  an  optimum  swirl  of 
and  fuel  through  the  chamber.  At  high 
speeds,  the  valves  open  to  deliver  f] 
power.  A  sensor  usurped  from  Hond; 
Formula  1  racing  engine  helps  mainte 
a  precise  air-fuel  ratio  of  22:1  at  k 
engine  speeds.  "We  just  pulled  togeth 
everything  we  know,"  shrugs  Miyano 

Back  in  1987,  as  Honda's  Civic  teg 
began  its  four-year  product-developme 
cycle,  none  of  this  even  seemed  possib 
Still,  project  leader  Kenzo  Suzuki  re 
ized  that  concern  was  growing  wor 
wide  over  energy  efficiency  and  the  (. 
vironment.  He  made  a  gut  decision: 
least  one  of  his  1992  Civics  would  be 
superhigh-mileage  model. 

That  was  the  opening  Miyano  neede 
He  approached  the  design  team,  whi 
showed  cautious  interest  in  his  21 
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nd  motor.  Then,  in  the  fall  of  1988, 
nstalled  a  prototype  engine  in  a  Civic 
shipped  it  to  California  for  a  road 
,.  "It  seemed  to  us  the  engineers 
■e  on  the  right  path,"  says  Thomas  G. 
ott,  executive  vice-president  of  Amer- 
i  Honda  Motor  Co.  in  Torrance,  Calif, 
eed,  with  Miyano's  prototype,  a  five- 
senger  Civic  beat  the  mileage  of  the 
-HF  two-seater  Honda  had  on  the 
>  -ket.  The  problem  was  that  the  lean- 
\n  system,  plus  a  new  transmission 
igned  for  it,  would  have  hiked  costs 
the  two  by  10%.  The  team  scaled 
k  to  an  existing  transmission, 
till,  in  mid-1989,  27  months  to  D  day, 
fuel-miser  Civic  was  in  jeopardy. 
v  oil  prices  had  spurred  demand  for 
\  scle  cars,  and  some  marketing  types 
ued  that  fuel  economy  was  a  weak 


trudged  back  to  Honda's  development 
center  in  Tochigi,  Japan.  They  fiddled 
with  the  transmission,  lowering  the  gear 
ratio  in  each  of  the  five  speeds  by  up  to 
5%.  That  smoothed  out  the  ride  but  cut 
mileage  by  1%  to  2%. 
•in  trouble.'  As  it  turned  out,  the  lean- 
burn  drama  wasn't  over.  With  a  year  to 
go  until  mass  production,  the  Tochigi 
team  was  about  to  hand  over  its  draw- 
ings to  the  Suzuka  plant  for  a  test  run. 
But  a  horrified  engineer  noted  that  the 
swirl  ratio,  which  determines  combustion 
speed,  was  far  off  target.  "We  were 
really  in  trouble,"  says  Oura,  who  had 
kept  his  team  so  on-the-ball  that  he  had 
time  to  play  with  his  kids  on  weekends. 

A  brainstorming  session  led  to  alter- 
ations in  the  culprit — an  intake  port  on 
the  cylinder  head.  Even  a  0.5-millimeter 


It  was  a  smooth  ride  from  there  to  full 
production  six  months  later,  and  for  the 
engineers  the  VTEC-E  is  a  triumph.  But 
the  true  test  will  be  customer  reaction. 
In  the  U.  S.,  Elliott  wants  to  sell  up  to 
18,000  units  a  year — about  25%  of  hatch- 
back sales.  Back  home,  Honda  aims  for 
W/'<  of  Civic  three-  and  four-door  sales. 
Honda  hopes  to  keep  the  VX's  still-secret 
U.  S.  price  under  $10,000,  vs.  $9,400  for 
the  CRX-HF  it  replaces. 
small  step.  The  lean-burn  engine  still 
faces  obstacles.  Today's  catalytic  con- 
verters can't  do  their  normal  job  of  re- 
moving the  oxides  of  nitrogen  it  emits, 
so  the  technology  is  limited  now  to 
small,  1.5-liter  engines  that  inherently 
spew  less  nox.  They  will  meet  standards 
in  Japan  and  in  49  states.  But  to  sell  the 
engine  in  the  California  market,  where 


THE  EVOLUTION  OF  HONDA'S  LEAN-BURN  ENGINE 


mil 


Engine  designer  Hideyo  Miyano  be- 
ins  research  on  an  unauthorized  fuel-effi- 
lent  engine,  cajoling  colleagues  into  making 
rototypes  from  his  drawings.  Research  head 
lobuhiko  Kawamoto,  now  Honda's  presi- 
ent,  looks  the  other  way,  giving  tacit  ap- 
roval  to  the  bootleg  project 


LI,  1987 


The  Civic  development  team 
tarts  planning  the  1992  model  line.  With 
ew  fuel-economy  standards  possible  in  the 
i.S.,  high  mileage  is  a  must  for  the  new  car 


All,  1988 


■■Miyano  brings  a  prototype  of 
le  "lean-burn"  engine  to  Honda's  U.S. 


headquarters  in  California  for  testing.  Perfor- 
mance is  on  track,  but  projected  high  produc- 
tion costs  leave  it  on  shaky  ground 


FALL,  1989 


I  The  cost  problems  are  largely 
solved.  But  low  oil  prices  have  dampened  de- 
mand for  small,  high-mileage  cars.  After  heat- 
ed debate,  Honda  decides  to  push  ahead, 
and  Miyano's  engine  is  chosen  for  a  super- 
fuel-efficient  variation  of  the  Civic 


SPRING,  1990 


I  Full  of  high  hopes,  Honda 
chief  engineer  Kazushige  Toshimitsu  takes  a 
lean-burn  Civic  prototype  to  California.  But 
the  engine  surges  noisily  and  vibrates — a  di- 

DATA:  BW 


saster.  The  Civic  team  returns  to  Japan  to 
make  the  necessary  changes,  which  boost 
performance  but  cut  mileage 


FALL,  1990 


IA  last-minute  problem  crops  up 
in  the  air-fuel  mixture,  unleashing  a  mad  dash 
to  redesign  parts  of  the  engine  and  put  per- 
formance back  on  target 


JANUARY,  1991 


I  Successful  production  of 
new  engine  head  for  lean-burning  VTEC-E 


SEPTEMBER,  1991 


I  Honda  launches  new 
Civic  lineup  in  Japan  on  Sept.  10.  The  U.S.  in- 
troduction is  set  for  Sept.  27 


ing  point.  "Some  people  didn't 
lk  we  needed  this  car,"  recalls 
if  engineer  Kazushige  Toshi- 
su.  In  the  end,  top  management 
it  the  engine  but  turned  down  a 
;k  body  the  team  wanted  for 
ximum  mileage.  That  saved  mil- 
is  on  retooling  for  plants  in  Su- 
:a,  Japan,  and  Alliston,  Ont, 
ere  the  model  is  assembled, 
'he  next  step  was  to  adjust  Miyano's 
totype  for  mass  production.  The  pis- 
crown  got  a  more  dishlike  shape, 
ich  made  it  easier  to  maintain  produc- 
1  quality,  notes  Hideji  Oura,  who  as 
id  of  bench  tests  for  the  Civic  engine 
ise  Miyano's  model  from  in-house 
ipetitors.  The  valve-timing  mecha- 
m  had  to  be  coaxed  to  open  both  in- 
e  valves  at  2,500  rpm,  instead  of  6,000 
in  the  NSX.  And  the  control  unit  for 
hijacked  racing  sensor  had  to  be 
ipted  to  the  new  system. 
it  18  months  and  counting,  Toshi- 
5u  and  a  few  others  returned  to  Cali- 
nia  with  a  prototype  car.  But  the  re- 
ed, mass-production  model  was  a  flop, 
surged  and  vibrated  and  made 
ange  noises.  Dismayed,  the  team 


variance  throws  off  the  swirling  motion, 
and  late  into  the  night  the  team  tried  to 
get  things  right  by  slapping  clay  on 
here,  shaving  it  off  there.  They  rushed 
new  drawings  to  Suzuka  last  September, 
then  bit  their  nails  as  production  geared 
up  on  the  revised  design. 

Finally,  at  dawn  one  Friday  last  Janu- 
ary, the  group  had  a  truck  waiting  to 
snatch  the  first  cylinder  head  off  the  line 
and  race  it  270  miles  to  Tochigi.  They 
tested  all  day — stopping  for  10  minutes 
to  gulp  down  a  curry-rice  lunch.  By  3 
p.m.,  the  engine  had  a  passing  grade. 
Jubilant,  Toshimitsu,  Oura,  and  six  oth- 
ers headed  for  town  to  drink  and  sing 
karaoke  until  3  a.m.  The  lead  designer 
never  made  it  home  that  night,  sleeping 
off  his  celebration  in  the  train  station. 


Honda  gets  up  to  25%'  of  its  U.  S. 
sales,  it  had  to  leave  the  air-fuel 
ratio  at  the  standard  15:1. 

This  cuts  efficiency  by  only  4 
mpg.  But  Honda  wants  that  back, 
since  it  expects  Congress  to  one 
day  pass  higher  mileage  stan- 
dards. "The  direction  is  inevita- 
ble," says  Kawamoto.  "We'd  rath- 
er take  even  a  small  first  step, 
instead  of  waiting  for  regulations."  In 
fact,  Honda  is  on  step  No.  2.  It  is  experi- 
menting with  a  new  catalytic  converter 
that  can  soak  up  nox  from  lean-burn 
combustion,  and  with  a  much  leaner  en- 
gine. If  these  work,  lean-burn  engines 
might  show  up  across  Honda's  product 
line. 

That  could  leave  U.  S.  auto  makers  far 
behind.  They're  developing  two-stroke 
engines,  a  variety  of  lean-burn  technol- 
ogy, but  these  won't  be  ready  for  sever- 
al years.  Detroit's  stopgap  strategy  is  to 
delay  higher  mileage  rules  with  deter- 
mined lobbying.  And  keep  its  fingers 
crossed  that  consumers  aren't  quite 
ready  for  Honda's  latest  innovation. 

By  Karen  Lowry  Miller  in  Tokyo,  with 
Larry  Armstrong  in  Los  Angeles 
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INSURANCE  I 


WHY  LLOYD'S  IS  LOOKING  FOR 
ITS  OWN  SAFETY  NET 


A  spate  of  disasters  and  a  shrinking  pool  of  investors  are  giving  the  insurer  the  shakes 


As  Luciano  Pavarotti  sang  out  to 
100,000  rain-soaked  concertgoers 
in  London's  Hyde  Park  on  July 
30,  underwriters  at  Lloyd's  of  London 
breathed  a  sigh  of  relief:  They  held  the 
brunt  of  the  risk  had  Pavarotti  canceled. 
A  month  later,  they  weren't  so  lucky.  On 
Aug.  28,  apparently  due  to  voice  trou- 


SAN  FRANCISCO'S  1989  EARTHQUAKE 
CA  USED  $1.2  BILLION  IN  DAM  A  GE 


bles,  the  great  Italian  tenor  pulled  out  of 
a  30th  anniversary  concert  in  Copenha- 
gen just  as  the  orchestra  was  warming 
up,  leaving  Lloyd's  and  other  insurers 
with  losses  running  into  the  millions. 

The  episode  illustrates  the  pressures 
plaguing  the  illustrious  and  redoubtable 
insurance  exchange  that  began  life  in  a 
coffeehouse  303  years  ago.  It  remains 
the  market  of  choice  for  entertainment 
risk — and  dozens  of  other  kinds  of  risk 
that  most  insurers  are  loath  to  touch.  "It 
is  the  only  place  brave  enough  to  take 
on  something  like  Pavarotti,"  says  Rob- 


TOTAL  LIABILITY  FOR  THE  LOCKERBIE 
AIR  CRASH  IS  STILL  UNDETERMINED 


ert  Taylor,  the  London  broker  who 
placed  the  concert  insurance.  "The  aver- 
age insurer  thinks  entertainment  means 
drugs,  sex,  and  midnight  parties." 

Yet  wipeouts  on  a  similar  scale  are 
becoming  all  too  common.  Indeed,  a 
staggering  array  of  losses  over  the  past 
three  years  from  such  disasters  as  Hur- 
ricane Hugo  and  the  Exxon  Valdez  oil 
spill  is  shaking  Lloyd's  to  its  roots.  In 
1988,  the  most  recent  year  for  which 
Lloyd's  has  final  figures,  it  lost  $865 
million,  its  first  deficit  in  21  years.  That 
won't  be  its  last:  Market  insiders  figure 
that  Lloyd's  will  report  a  $1.7  billion  loss 
for  1989  and  $850  million  for  1990. 
Claims  on  directors'  and  officers'  insur- 
ance resulting  from  collapsed  savings 
and  loans  could  add  billions  more,  ac- 
cording to  some  London  lawyers. 

Of  course,  natural  calamities  tend  to 
run  in  cycles — as  do  predictions  of 
Lloyd's  demise.  Yet  the  institution's  cur- 
rent troubles  range  far  beyond  earth- 
quakes. What  the  recent  disasters  have 
done  is  to  make  customers  focus  on 
Lloyd's  deficiencies,  notably  its  creaky 
bureaucracy  and  the  financial  weakness- 
es of  its  syndicates.  Lloyd's  is  losing 
members  and  underwriting  capacity. 

As  a  result,  it  is  also  losing  customers. 
Lloyd's  used  to  be  the  only  game  in 
town  for  big  risks.  Now  numerous  well- 
heeled  competitors  are  stealing  large 
chunks  of  market  share. 
'PUSHING  the  frontiers.'  Lloyd's  re- 
cently engaged  McKinsey  &  Co.,  the 
consulting  firm,  to  develop  a  reform 
plan.  Says  Lloyd's  tough-talking  chair- 
man, David  E.  Coleridge:  "[Lloyd's]  will 
be  leaner,  fitter,  stronger,  and  more 
competent."  It  better  be.  One  official 
working  on  the  plan  argues  that  Lloyd's 
no  longer  can  take  any  of  its  franchises 
for  granted.  Ninety  years  ago,  Lloyd's 
controlled  half  the  world's  insurance 
market.  Now,  excluding  marine  risks,  its 
share  is  under  2%.  It  could  get  to  the 
point,  he  says,  where  "it  doesn't  matter 
whether  Lloyd's  exists  or  not." 

That  said,  Lloyd's  still  retains  much  of 
its  reputation  as  a  pioneer  and  innova- 
tor, adept  at  developing  insurance  for 
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satellites,  computer  fraud,  war  risk, 
executive  kidnapping.  It  specializes  in  I 
insurance,  risks  that  insurers  want  I 
share  with  or  cede  to  others.  Corpord 
risk  managers  and  insurance  brokd 
speak  admiringly  of  the  entrepreneur 
culture  housed  in  Lloyd's  high-tech  he,| 
quarters.  "Lloyd's  keeps  pushing  i 
frontiers  of  insurance,"  says  Raymojj 
A.  Morley,  marketing  services  mana£ 
for  Commercial  Union  Assurance  Pi 
one  of  Britain's  largest  insurers.  "^B 
get  lots  of  requests  for  unusual  risf 
with  which  we  don't  get  involved.  Thas 
the  prerogative  of  Lloyd's." 


LLOYD'S  MEMBERSHIP 
SHRINKS.., 


...AS  PROFITABILITY 
PLUMMETS 


A  BILLIONS  Of  DOLLARS 


DATA:  LLOYD'S  Of  LONDON,  BW  EST 


COMPANIES  ARE  DOING 
THE  EASY  BUSINESS 
IN-HOUSE,  LEAVING 
LLOYD'S  THE  RISKIEST  JOBS 


ro  a  large  extent,  Lloyd's  recent 
ses  simply  mirror  those  of  the  proper- 
and  casualty  insurance  industry  in  the 
S.  and  elsewhere.  The  spate  of  disas- 
•s,  along  with  low  rates,  have  pushed 
jiy  U.  S.  insurers  into  insolvency, 
fhe  impact  on  Lloyd's,  though,  has 


RRICANE  HUGO  LEFT  $4.5  BILLION 
fORTH  OF  WRECKAGE  IN  ITS  WAKE 


;n  especially  painful  as  a  result  of  its 
que  structure.  Losses  come  directly 
;  of  the  pocket  of  its  members,  thou- 
lds  of  individual  investors  called 
nes,  who  risk  their  wealth  in  provid- 
■  the  capital  for  Lloyd's  policies. 
Those  names,  which  group  together  in 
idicates,  are  fleeing  the  market  in 
>ves,  taking  underwriting  capacity 


with  them.  The  roster  of  underwriters 
for  1992  is  expected  to  decline  by  5,000, 
down  one-third  from  its  1988  peak.  If  the 
trend  continues,  say  pessimists,  capacity 
could  be  halved  in  the  next  few  years 
from  this  year's  $21  billion. 

Customers  are  feeling  the  pinch.  In- 
demnity insurance  for  architects,  bank- 
ers, and  accountants,  for  instance,  is 
tougher  to  find.  Some  oil  and  gas  risks 
"won't  get  written,"  fears  Thomas  R.  D. 
Smith,  an  assistant  director  of  brokers 
Bowring  Marine  &  Energy  Ltd.  "At  the 
moment,  we're  just  squeaking  home." 

As  a  result,  corporations,  insurers, 
and  other  users  have 
been  taking  an  increas- 
ingly hard  look  at 
Lloyd's.  Brokers  and  risk 
managers  complain  that 
the  bureaucracy  can  de- 
lay claims  processing  for 
months,  although  recent 
efforts  to  computerize 
and  centralize  them  are 
helping.  Syndicate  man- 
agement costs  have  more 
than  doubled  in  the  past 
decade,  narrowing  what 
was  once  a  major  advan- 
tage over  big  insurance 
companies.  Colin  Witheat, 
director  of  risk  manage- 
ment at  drugmaker 
SmithKline  Beecham  PLC, 
says  he  has  become  in- 
creasingly dissatisfied 
with  Lloyd's  services:  "For  a  company 
our  size  with  so  much  clout,  if  we  don't 
like  the  prices  we  will  put  it  in  our  own 
captive  or  take  [the  loss]  on  the  chin." 

Lloyd's  is  also  embroiled  in  a  nasty 
internal  fracas  that  has  cast  a  pall 
over  the  market's  reputation.  Several 
thousand  names  who  have  suffered  big 
losses  are  suing  agents  who  directed 
them  to  syndicates  alleging  and  negli- 
gence. 

toughest  risks.  Customers  are  espe- 
cially worried  about  the  once-unques- 
tioned financial  health  of  the  syndicates. 
"Every  buyer  has  to  be  concerned  about 
the  long-term  viability  of  its  insurer,  par- 
ticularly for  catastrophe  insurance," 
says  Daniel  S.  Sobczynski,  supervisor  of 
corporate  insurance  at  Ford  Motor  Co. 
U.  S.  broker  Robert  B.  Angle,  a  vice- 
president  at  Montgomery  &  Collins  Inc. 
in  Hartford,  is  concerned  about  the  fi- 
nancial background  of  syndicates.  "We 
want  to  know  if  they  are  over-stressed, 
grasping,  or  groping  [financially],"  he 
says. 

Many  customers  are  abandoning  un- 
derfunded Lloyd's  syndicates  in  favor  of 
better-capitalized  competitors — including 
American  International  Group  in  the 
U.  S.,  Munich  Reinsurance,  Swiss  Rein- 
surance, and  Italy's  Assicuracioni  Gener- 
ali.  Insurance  consortiums  specializing  in 


THE  EXXON  VALDEZ 
OIL  SPILL  COSTA  STEEP 
$6.6  BILLION 


high  risks  such  as  Bermuda-based  X.  L. 
Insurance  Co.  and  ACE  Ltd.,  which  are 
owned  by  major  multinationals,  are  also 
taking  business  from  Lloyd's.  Growing 
numbers  of  corporations  with  sophisti- 
cated risk  managers  are  handling  more 
of  the  easy  business  in-house  and  laying 
off  only  the  toughest  risks  on  Lloyd's. 
liability  limit.  Coleridge  is  moving  fast 
to  overhaul  his  market  and  regain  lost 
business.  He's  pushing  for  sharp  staff 
cuts  and  improved  technology  to  further 
enhance  claims  processing.  He  aims  to 
push  underwriters  to  market  themselves 
more  directly  to  corporate-risk  manag- 
ers, who  often  regard 
them  as  aloof.  Dismayed 
by  the  absence  of  formal 
standards,  Coleridge 
wants  to  "make  it  very 
much  tougher  to  be  made 
an  underwriter  and  re- 
move those  who  aren't 
performing." 

Lloyd's  reform  group 
will  also  examine  the  sen- 
sitive tenet  of  unlimited 
liability,  whereby  names 
are  on  the  hook  for 
losses,  down  to  their 
socks.  The  system,  which 
is  supposed  to  provide  ul- 
timate security,  is  likely 
to  be  revised.  Losses 
above  a  certain  limit  will 
be  capped,  with  the  rest 
paid  by  a  levy  on  all 


members. 

Lloyd's  customers,  past  and  present, 
are  cheering  Coleridge  on.  "There  will 
always  be  a  need  for  Lloyd's,"  says  Rob- 
ert Clements,  chairman  of  Marsh  & 
McLennan  Inc.,  one  of  the  world's  larg- 
est brokers.  "The  insurance  business 
would  suffer  without  it." 

Even  its  fiercest  rivals  probably  won't 
want  to  pick  up  all  the  high-wire  risks 


DAMAGE  FROM  THE  PIPER  ALPHA 
OIL  RIG  CAME  TO  $1.5  BILLION 


that  have  made  Lloyd's  famous.  Yet  un- 
less the  insurer  can  get  its  act  together, 
covering  chancy  entertainment  events 
may  be  the  only  kind  of  business  it  will 
have  left. 

By  Richard  A.  Melcher  in  London,  with 
bureau  reports 
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olutions.  Tkke  the  pa{ 


Checks,  blueprints,  claims,  signed  authorizations,  and  corre 
spondence— images  vital  to  business  and  government. 

And  up  until  now,  it's  paper  that's  choking  the  informa 
tion  process.  All  because,  unlike  numbers  and  letters 
images  couldn't  be  manipulated  electronically. 

Quick  access  to  documents,  sharing  them,  moving 
them  around  and  doing  it  cost  effectively  is  what  the  Unisys 
Infolmage  suite  of  imaging  solutions  is  about.  They're  prac 
tical,  modular  solutions  that  fit  easily  into  your  existing  infor 
mation  system,  no  matter  whose  name  is  on  it. 

Practical  —  because  Unisys  recognizes  that  not  all  docu 
ments  are  the  same: 

Customer  Files.  Documents  with  signatures  or  hand 
written  annotations  that  couldn't  be  stored  or  sent  electron 
ically  are  now  efficiently  handled  with  Infolmage  solutions, 
With  online  access,  you  can  respond  faster  to  customers, 
process  applications  more  quickly,  handle  claims  more 
efficiently. 

Checks.  Unisys  Infolmage  HPS  dramatically  changes 
the  way  financial  institutions  handle  paper  and  process 
checks.  It  reduces  the  heavy  backroom  staff  burden  and 
increases  payment  processing  speed. 

Large  Documents.  Infolmage  solutions  even  capture 
oversized  drawings  and  allow  any  organization  quick  access 
to  a  complete  and  accurate  set.  From  engineering  to  pur 
chasing  to  the  shop  floor. 

Infolmage  solutions  from  Unisys.  They  take  the  paper 
out  of  paperwork.  For  more  information  and  a  demonstra- 
tion diskette,  call  1-800-448-1424,  ext.  39. 


UNiSYS 
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Infolmage  is  a  trademark  of  Unisys  Corporation 


We  make  it  happen 
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INVESTIGATIONS  I 


PSST,  WANNA  BUY  A  BANK? 
HOW  ABOUT  A  FEW  DOZEN? 


WFI  has  prospered  from  a  hot  market  in  offshore  'bank'  licenses 


aisy  Johnson  Butler  knew  how  to 
spin  a  good  yarn.  She  told  some 
clients  of  her  Houston  loan-bro- 
kerage company  that  her  personal  net 
worth  was  as  much  as  $40  million  and 
that  her  family  "owns  most  of  the  Baha- 
mas" and  is  worth  more  than  $2  billion. 
Those  who  doubted  her  claims  or  be- 
came suspicious  when  the  up-front  fees 
they  paid  did  not  result  in  loans  were 
reassured  when  they  received  notices 
from  European  Overseas  Bank  Ltd.  on 


ler  in  February,  1990.  She  had  purchased 
the  "bank"  from  WFI  Corp.  in  Beverly 
Hills,  Calif.,  complete  with  sample  copies 
of  CDs  and  letters  of  credit.  WFI  had 
bought  a  block  of  corporate  registra- 
tions in  Grenada  using  the  word  "bank" 
in  their  names  and  has  been  selling  them 
as  offshore  financial  institutions,  much 
to  the  chagrin  of  Grenadian  officials. 

Jerome  Schneider,  WFl's  40-year-old 
founder  and  president,  says  his  compa- 
ny's activities  are  legitimate.  He  claims 


I 
1 


Controlling  WFI  is  another  matter.  \j 
is  by  no  means  the  only  U.  S.  promol 
of  offshore  banks,  but  it  is  probably  M 
of  the  best  known.  Since  1976,  it  has  si 
600  to  700  "banks."  It  also  sells  offshj 
insurance  companies  and  mutual  funl 
Marketing  those  offshore  institutions  I 
counts  for  307&  of  its  business.  WB 
Schneider  has  lectured,  sponsored  sel 
nars,  and  published  books  about  the  oi 
shore  finance  industry.  He  has  activl 
promoted  the  use  of  offshore  banks  I 
individuals.  In  testimony  before  a  Sen! 
subcommittee  investigating  offshdl 
banking  in  1983,  he  defended  the  o| 
shore  banking  industry  but  asked 
more  regulation. 

island  hopper.  Offshore  banks 
widely  owned  by  multinational  corpo 
tions  for  such  legitimate  purposes  as 
during  taxes  and  facilitating  internati 
al  financial  deals.  But  they  are  a 
widely  used  by  con  artists.  Several  si 
individuals,  according  to  federal  inve; 
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To  ensure  receiving  one  of  the  10  Bahama  Mbm. 


WFI'S  JEROME  SCHNEIDER 


Corr^'ete  this 


•vntion  R 


Since  1976,  wfi  has  sold  registrations  for  600  to  700 
offshore  banks  and  other  financial  institutions 


the  island  of  Grenada.  The  notices  veri- 
fied funds  in  her  name  and  those  of  her 
company.  Others  got  certificates  of  de- 
posit or  letters  of  credit  drawn  on  the 
same  bank.  But  nobody  got  any  money. 

Using  this  ruse,  Butler  collected  up- 
wards of  $1  million  from  as  many  as  60 
victims.  In  June,  she  pleaded  no  contest 
to  fraud  charges  brought  by  the  Harris 
County  (Tex.)  District  Attorney  and  was 
sentenced  to  seven  years  in  prison. 
magic  word.  What  Butler  hadn't  re- 
vealed to  clients  was  that  European 
Overseas  Bank  Ltd.  wasn't  actually  a 
bank.  Instead,  it  was  a  Grenadian  shell 
company  with  no  assets  and  no  valid 
banking  license  that  was  bought  by  But- 


that  when  he  heard  about  the  Butler 
case,  "we  acted  immediately"  to  get  Gre- 
nada to  revoke  the  bank's  registration. 

Hoping  to  head  off  a  banking  scandal 
of  the  sort  that  has  plagued  other  Carib- 
bean islands,  Grenada's  Finance  Minis- 
try on  Sept.  5  issued  a  warning  to  all 
embassies  that  52  companies  registered 
in  the  island  and  purporting  to  be  banks 
do  not  have  valid  banking  licenses.  "We 
want  to  protect  Grenada  as  well  as  peo- 
ple doing  business,"  says  Finance  Minis- 
ter George  Brizan.  "We  haven't  regis- 
tered any  legitimate  offshore  [banking] 
operations  here  yet."  Grenada  is  draft- 
ing laws  to  monitor  the  industry  before 
granting  offshore  banking  licenses. 


gators,  have  found  WFI  a  convenient  w 
to  buy  them.  For  that  reason,  as  well 
WFl's  aggressive  promotions,  Schneid 
and  his  firm  have  attracted  the  attenti 
of  regulators  and  investigators  for  mu 
of  WFl's  15-year  history.  No  charg( 
though,  have  ever  been  brought  again 
him  or  WFI. 

When  Schneider  decides  to  develop  c 
erations  in  an  area,  typically  an  islai 
with  loose  incorporation  rules,  he  \ 
usually  hire  a  local  lawyer  to  act 
WFl's  behalf.  In  Grenada,  the  lawyer 
sued  an  opinion  that  offshore  compani 
located  on  the  island  may  act  as  offsho 
banks.  WFI  or  its  lawyer  will  then  pi1 
chase  blocks  of  companies  or  bank  reg 
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tions  for  between  $2,000  and  $4,000 
1  resell  them  for  as  much  as  $35,000. 
ineider  maintains  he  welcomes  in- 
ased  regulation.  But,  according  to  a 
late  report,  when  laws  are  tightened 
make  offshore  licences  more  difficult 
obtain,  WFI  moves  on  to  other  jurisdic- 
is.  Over  the  years,  he  has  hop- 
itched  over  the  Caribbean  and  Pacific. 
m  maintains  little  or  no  contact  with 
•nts  after  selling  them  "banks."  Be- 
ise  it  is  not  itself  located  offshore, 
I  doesn't  perform  administrative  ser- 
es for  clients.  In  fact,  WFI  recom- 
nds  that  clients  seek  professional  ad- 
e  from  lawyers  or  certified  public 
iountants  as  to  the  legality  of  activi- 
3  undertaken  in  the  U.  S.  or  else- 
ere.  What  clients  do  with  their  pur- 
ises,  in  other  words,  is  their  own 
siness.  "He  is  the  cause  of  our  prob- 
is,  but  he  appears  almost  bullet- 
iof,"  says  a  frustrated  British  official. 
Uthough  WFI  is  not  required  to  do  any 
skground  checks  on  clients,  Schneider 
ims  wfi  asks  lor  references  from 
iks,  lawyers,  or  CPAs,  runs  credit 
icks,  and  submits  questionnaires, 
lis  is  well  above  and  beyond  what 
msing  authorities  require,"  he 
s.  inkling  that  WFI  turns  down 
se  to  20%  of  applicants.  He  notes 
t  w  fi  doesn't  have  access  to  FBI 
government  records. 
Schneider  and  his  attorney,  Eric 
m  Witmeyer,  say  WFI  is  not  under 
instigation  by  law  enforcement 
thorities.  But  numerous  inter- 
ws  with  U.  S.  regulators,  investi- 
;ors,  and  Caribbean  and  British 
/eminent  officials  indicate  other- 
;e.  Scrutiny  of  WFI  has  intensified 
•ently,  along  with  criticism  of 
ineider's  activities. 
)ne  critic  is  James  H.  Smith,  gov- 
lor  of  the  Central  Bank  of  the 
hamas.  Smith  was  incensed  by  a 
lely  promoted  "special"  sale  of 
ahamas-managed  banks'*  for 
900.  wfi's  promotions,  says 
dth,  "are  written  in  such  a  way 
m  could  mislead  people  into  think- 
;  they  were  getting  a  bank  in  the 
hamas."  In  fact,  the  "banks"  are 
iniciled  elsewhere  in  the  Caribbe- 

though  they  are  managed  by  a 
hamian  offshore  company.  While 
t  illegal,  says  Smith,  wfi's  promo- 
n  "is  very  borderline."  He  is 

aggravated  that  he  intends  to 
c  that  Schneider  be  declared  per- 
la  non  grata  and  not  allowed  into 
;  country,  wfi  attorney  Witmeyer 
ists  the  promotional  literature  is 
)mpletely  true"  and  says  that  wfi 
ormed  the  Bahamian  authorities 

its  activities. 

•!ome  of  wfi's  clients  have  run 
iO  a  lot  of  trouble  on  Montserrat. 
iring  the  1980s,  the  Caribbean  is- 


land sold  341  offshore  bank  licenses.  In- 
vestigators say  as  many  as  200  of  those 
were  sold  to  wfi  or  Schneider.  In  1989, 
in  the  wake  of  numerous  complaints  of 
fraud  and  abuse  by  customers  of  WFI- 
marketed  banks  and  other  offshore 
banks,  Montserrat  and  British  authori- 
ties as  well  as  Scotland  Yard  investiga- 
tors began  cleaning  up  the  industry. 
Most  of  those  banks  have  now  been 
closed,  some  for  administrative  reasons 
such  as  failing  to  pay  registration  fees. 
But  many  others  were  shut  for  alleged 
illegal  activities.  Some  30  fraud  investi- 
gations, mostly  in  the  U.  S.,  were  initiat- 
ed. Montserrat  is  drafting  legislation  to 
control  the  industry. 
strange  OFFICES.  In  January,  1990,  a  re- 
port critical  of  WFl's  activities,  written 
by  Rodney  Gallagher,  a  Coopers  &  Ly- 
brand  partner  hired  by  the  British  gov- 
ernment to  study  the  offshore  bank  in- 
dustry in  Britain's  dependent  Caribbean 
territories,  was  released.  Gallagher  said 
WFl's  promotion  of  Montserrat-based 
banks  was  "at  the  center  of  the  current 


JEROME  SCHNEIDER'S 
EXPANDING  OFFSHORE  REACH 


1976 


Starts  selling  offshore  corporations  in 
Cayman  Islands 


1976-79 


Branches  out  by  selling  bank  li- 
censes in  St.  Vincent  and  Anguilla 


]980 
1981 


Begins  marketing  bank  licenses  obtained 
in  Montserrat 


Expands  operations  to  the  Pacific,  placing 
clients  in  banks  in  Republic  of  Vanuatu 
(formerly  New  Hebrides) 


Starts  promoting  use  of  offshore  corpora- 
tions in  the  Commonwealth  of  Northern 
Mariana  Islands  and  Montserrat 


1982 


1983-89 


Increases  the  sale  of  Montserrat 
bank  licenses 


1990-91 


Incorporates  offshore  companies 
in  Grenada  using  the  word  'bank,' 
though  they  have  no  banking  licenses 

DATA:  BW,  PERMANENT  SENATE  SUBCOMMITTEE  ON  INVESTIGATIONS 


problems"  on  the  island,  wfi  has  sued 
Gallagher  and  Coopers  &  Lybrand  for 
defamation.  WFI  attorney  Witmeyer  says 
the  company  is  "certainly  not  at  the  cen- 
ter" of  the  problem  and  simply  facili- 
tates the  purchase  of  a  product  that  is- 
land governments  wish  to  sell. 

One  of  the  WFl-registered  Montserrat 
banks  was  cited  in  a  February,  1991, 
indictment  by  the  Detroit  U.  S.  attorney 
of  several  loan  brokers  who  bought  Zu- 
rich Overseas  Bank  from  wfi  in  1988. 
wfi  was  not  named  as  a  defendant.  Ac- 
cording to  the  indictment,  Zurich  Over- 
seas Bank  was  actually  run  out  of  the 
Chez  Nous  bar  in  Plymouth,  Montserrat. 
After  months  of  excuses,  financing  for 
victims  never  materialized. 

One  of  the  victims  was  Arthur  Bress- 
man,  an  experienced  retailer.  Looking 
for  $9  million  to  expand  a  clothing  chain 
in  upstate  New  York,  Bressman  was  in- 
troduced to  loan  brokers  in  Detroit  who 
said  they  could  obtain  financing  from 
Zurich  Overseas  Bank.  After  checking 
with  his  attorney,  various  agencies,  and 
even  a  local  Montserrat  attorney,  he 
wired  $50,000  to  Zurich's  account  at 
First  American  Bank  in  Montserrat 
to  establish  a  CD,  which  he  was  told 
was  required  to  get  a  loan.  (First 
American  has  no  connection  with 
Washington-based  First  American 
Bankshares  Inc.,  implicated  in  the 
BCCI  scandal.)  Bressman  never  got 
the  loan  and  lost  his  $50,000.  Since 
he  had  committed  to  leases  based  on 
the  promised  financing,  he  eventual- 
ly had  to  fold  his  chain. 

Despite  their  longtime  scrutiny  of 
WFI,  law-enforcement  authorities, 
are  frustrated  by  their  inability  to 
take  action  against  the  company. 
One  reason,  says  John  Shockey,  who 
has  tracked  WFl's  activities  for 
years  for  the  enforcement  division 
of  the  Office  of  the  Comptroller  of 
the  Currency,  is  that  WFI  is  operat- 
ing in  a  legal  gray  area.  Another,  he 
adds,  is  that  while  victims  of  the 
"banks"  WFI  has  sold  are  many,  it's 
hard  to  get  disgruntled  clients  of 
WFI  itself  to  come  forward,  since 
they  themselves  may  be  afraid  of 
prosecutorial  scrutiny.  "I  consider 
that  when  they  represent  they  have 
a  bank  for  sale  when  all  they  have 
is  a  piece  of  paper,  that's  a  decep- 
tive practice,"  Shockey  says.  "But 
prosecutors  want  victims  to  come 
forth,  and  that  hasn't  happened." 

One  WFI  client  now  seeking  a  re- 
fund concurs.  "If  you  complain, 
you're  afraid  they'll  get  the  FBI  or 
the  IRS  coming  down  all  over  you.  I 
don't  need  that,"  he  says.  "WFI 
counts  on  that  as  being  their  insur- 
ance policy."  That  may  be  the  major 
loophole  regulators  cannot  close. 

By  Gail  DeGeorge  in  Miami 


•4CE 


BUSINESS  WEEK/SEPTEMBER  23,  1991  89 


L 


inance 


lot  buyer,  that's  pretty  big,"  Bond  say. 

Folks  like  Casario  and  Bond  hav 
forced  the  exchanges  to  downsize.  TI 
CBOE's  average  daily  trading  volume  h£ 
shrunk  to  360,000  contracts,  well  belo 
the  breakeven  level  of  435,000.  On  Sep 
3,  the  exchange  laid  off  75  employees  i 
part  of  a  move  to  reduce  its  staff  by  8' 
At  the  American  Stock  Exchange,  th 
No.  2  options  mart,  there's  a  hiring  ar 
salary  freeze.  Seat  prices  on  the  maj( 
options  exchanges  are  down  by  an  ave 
age  of  23%'  so  far  this  year. 

To  stir  up  activity,  the  exchanges  ai 
reaching  out.  In  an  unprecedented  coo 
erative  effort,  a  joint  delegation  of  chi< 
executives  from  the  CBOE,  the  Amex,  t\ 
Philadelphia  Stock  Exchange,  and  t\ 
Pacific  Stock  Exchange  has  called  c 
leaders  of  several  top  brokerage  firm 
Their  pitch:  Push  options  more,  and  we 
serve  you  better.  And  they've  tried  1 
convince  firms  that  options,  althoug 
they  produce  lower  commissions  p< 
trade  than  stocks,  can  still  be  lucr 
tive  because  of  a  high  turnover  rat 
no  help.  The  firms,  however,  co 
plain  that  there  are  just  too  ma 
options,  which  drives  up  their  cos 
For  years,  the  exchanges  kept  e 
panding  the  number  of  stock  optio 
even  though  few  attracted  mu 
trading.  Multiple  listings  of  optio 
on  more  than  one  exchange  added 
the  problem.  Now,  the  Securities 
Exchange  Commission  is  changin 
rules  to  make  it  easier  to  offer  o; 
tions  on  even  smaller  companie 
which  may  make  things  worse. 

The  exchanges  are  responding 
the  firms'  beefs.  The  CBOE  and  tl 
Amex  have  delisted  22  low-volun 
options.  On  Sept.  4,  the  CBOE  r 
duced  a  proposed  list  of  new  optior 
from  33  to  21.  Meanwhile,  in  an  e 
fort  to  find  successful  new  product 
the  exchanges  have  introduced  Ion 
term  options  and  option-like  wa 
rants,  vehicles  with  life  spans  me; 
sured  in  years  rather  than  month: 
Still,  on  the  CBOE's  trading  floo 
gallows  humor  prevails.  Tradt 
Gary  Lahey  holds  a  chart  of  tl 
Dow  out  at  arm's  length  and  gi 
maces.  "Look  at  this  thing.  How  ai 
you  going  to  tell  someboc 
to  buy  [options]  when  yc 
don't  believe  it  yourself: 
Lahey     says,  scowlinj 
"When  the  coup  started,  w' 
were  shouting:  'Shoot  Go 
bachev!'  Anything  to  gi 
this  market  moving."  So  fa 
at  least,  the  exchanges  ai 
resorting  to  less  drast 
measures. 

By  David  Greising  i 

Ch  icago 


OPTIONS  I 


THEY'RE  FALLING  ASLEEP 
IN  THE  OPTIONS  PITS 


A  horribly  calm  stock  market  has  the  exchanges  hunting  solutions 


The  equity  options  business  is  stuck 
in  a  rut.  Despite  record  stock 
prices  and  booming  trading  vol- 
ume, the  action  in  the  nation's  stock  op- 
tions exchanges  has  dropped  dramatical- 
ly in  recent  months,  exacerbating  a 
malaise  that  has  endured  since  the  1987 
stock  market  crash.  Average  daily  trad- 
ing volume  in  the  Standard  &  Poor's  100- 
stock  index,  the  most  widely  traded 
stock-index  option,  has  averaged  only 
228,384  contracts  since  May,  down 
from  272,121  last  year  and  48%  be- 
low 1987's  precrash  levels. 

The  slump  has  prompted  not  only 
cost-cutting  at  the  options  marts  but 
intense  debate  over  what's  wrong 
with  the  business.  The  chief  reason 
is  a  decline  in  the  stock  market's 
volatility,  on  which  options  depend. 
The  Dow  Jones  industrial  average 
surged  last  winter  but  has  traded  in 
a  200-point  band  since  early  this 
year  (chart). 

timid  times?  Such  a  narrow  range 
deals  the  options  business  a  double 
whammy.  Speculators  have  little  in- 
centive to  buy  options,  since  there's 
less  chance  of  a  big  hit.  And  those 
who  use  options  to  hedge  their  hold- 
ings no  longer  bother  to  do  so. 
Monthly  trading  volume  has  gone 
from  18.4  million  contracts  in  Febru- 
ary to  14.6  million  in  August. 

Volatility  waxes  and  wanes,  of 
course.  But  there  are  more  systemic 
threats  to  the  options  business. 
Those  looking  for  a  low-priced  shot 
at  a  big  win  have  alternatives.  Over- 
the-counter  stocks,  where  the  NAS- 
DAQ 100  average  has  risen  38%  this 
year,  have  drawn  interest,  as  has 
the  burgeoning  market  for  initial 
public  offerings. 

Some  even  argue  that  in 
the  risk-averse  '90s,  options 
have  lost  their  allure  com- 
pared to  long-term  invest- 
ments. "Options  by  their  na- 
ture just  don't  fit,"  says 
Fidelity  Investments  Vice- 
President  Michael  J.  Hines. 

John  Casario,  an  accoun- 
tant in  Thornwood,  N.  Y.,  is 
an  options  trader  who  has 
cut  back  sharply.  He  used  to 


trade  50  contracts  as  many  as  20  times 
a  month.  But  lately,  he  has  been  buying 
zero-coupon  Treasury  securities  and 
trimming  the  size  of  his  options  trades. 
"If  I've  got  40  contracts,  and  there's 
only  50  contracts  trading  in  a  day,  I 
get  very  disturbed,"  Casario  says.  And 
Thomas  A.  Bond,  a  floor  trader  at 
the  Chicago  Board  Options  Exchange, 
no  longer  swaps  IBM  options  in  50- 
contract  batches.  "Todav,  if  you're  a  50- 
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Wh  ere  do  you  want  to  be  in  K)  years?  Driving 
a  golf  ball?  Driving  your  own  business?  Maybe 
even  driving  the  Paris-Dakar  rally. 


Asset  Allocation  for  Robert  A.  Needham 


Current  Allocation 


Cash 


Proposed  Allocation 

Cash 


Growth 


Growth 


Income 


Cosh   1 1.7  % 

Income....  55.6  % 
Growth....  32.7  % 


Cash   7.0  % 

Income....  29.4  % 
Growth....  63.6  % 


Income 


The  science  of  getting  there  from  here. 


Wherever  it  is,  it's  going  to  take  a  s<  >und  and 
farsighted  investment  strategy  to  get  you  there. 
Which  we  can  help  you  create  with  our  new 
Strategic  Asset  Allocator. 

You  simply  sit  down  with  a  Shearson  Lehman 
Brothers  Financial  Con- 
sultant to  fill  in  the  per- 
sonal details.  What  are 
your  resources?  Your 
investment  goals?  Your 
appetite  for  risk?  The  computer-based  Strategic 
Asset  Allocator  will  identify-from  more  than  half 
a  million  possibilities -the  investment  strategy  we 
think  is  best  for  you.  Then,  your  Financial 
Consultant  can  make  spe- 
cific investment  rec<  immend- 
ati(  )ns-st<  >cks,  b<  >nds,  CDs  and 
so  on.  But  it  doesn't  end  there. 
Your  Financial  Consultant  w  ill  work  with  you 
year  after  year,  helping  you  to  follow  your  in- 
vestment strategy  all  the  way  to  your  dream. 

Wherever  you  want  to  be  in  the  future,  call 
us.  We  can  help  you  get  there  from  here. 


You  can  get  there 
from  here: 
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AMERICAN 
EXPRESS 


Forget  ivy-covered  walls  and  lounging  on  the  grass.  Today's  students  are  rushing  to  meet 
the  31st  Century.  Libraries  are  now  "multimedia  buildings."  Lecture  halls  are  "instructional 
telecommunications  centers,"  and  laboratories  are  "applied  technology  facilities."  At  California  State 
L  niversity,  Fresno,  there's  even  a  special  system  to  integrate  all  of  these  resources. 

It's  called  a  telephone. 


The  F9600  Digital  Telephone  from  Fu|itsu.  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries 


Actually,  the  students  of  CSUF  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
all  voice,  video  and  data  communications,  this  massive  digital  network  provides  access  to  thousands 
of  on-campus  computer  workstations,  telephones  and  telecommunications  services.  From  the  status  of  a 
starting  freshman  to  the  final  grades  of  a  graduating  senior,  the  F960CT  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  Call  1-800-553-3263. 


Fujfrsu 


The  global  computer  &  communications  company. 
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BY  GENE  G  MARCIAL 


CHOCK  FULL  0'  NUTS 
MAY  SOON  HAVE 
PULSES  RACING 


Over  the  past  three  years, 
shares  of  Chock  Full  0'  Nuts 
have  been  sleepy,  drifting 
mostly  between  6  and  8.  But  some  sav- 
vy investors  are  now  determined  to 
wake  the  stock  up.  They  have  started 
prodding  the  management  of  the  na- 
tion's fourth-largest  coffee  producer  to 
take  more  aggressive  steps  to  acceler- 
ate the  company's  earnings  growth. 

"Chock  Full  0'  Nuts  has  a  tremen- 
dous franchise,  but  management  hasn't 
fully  exploited  its  values,"  complains 
asset  investor  Mark  Boyar,  who  heads 
Boyar  Asset  Management  and  nrmb 
Management.  These  investor  groups 
have  accumulated  a  combined  stake  of 
over  5%,  and  they're  still  buying.  Bo- 
yar recently  met  with  Chock  manage- 
ment to  seek  board  representation. 

"The  company  hasn't  had  any  consis- 
tent earnings  growth,  and  it's  time  to 
start  chalking  up  10%-to-15%  gains  in 
the  next  three  to  four  years,"  says  Bo- 
yar. Once  Chock  goes  in  that  direction, 
"we  believe  the  stock  could  double  in 
two  years,"  he  adds.  And  if  he's  denied 
a  board  seat,  "we  may  seek  a  third 
party  to  join  us  in  a  proxy  fight." 

With  its  shares  at  lxk,  Chock  sells 
for  about  half  of  what  its  assets  would 
command  if  they  were  put  on  the  mar- 
ket, says  Nancy  Enslein,  an  analyst  at 
Gabelli  &  Co.,  which  has  boosted  its 
stake  in  Chock  to  9%  from  6%  in  June. 
"This  big  discount  clearly  represents  a 
terrific  buying  opportunity,"  adds  En- 
flein,  who  expects  the  stock  to  hit  20  in 
three  to  four  years. 
ready  to  GO.  Chock  is  the  only  big 
stand-alone  play  in  the  coffee  business, 
she  notes.  Among  the  majors  that  dom- 
inate the  market — with  a  combined 
share  of  80% — are  Philip  Morris'  Gen- 
eral Foods  subsidiary,  Procter  &  Gam- 
ble's Folger  Coffee,  and  Nestle.  In- 
deed, since  Chock  has  just  3.4%  of  the 
$6.5  billion  U.  S.  retail  coffee  market,  it 
should  have  a  lot  of  growth  ahead  with 
new  products  such  as  a  recently  intro- 
duced line  of  ready-to-drink  iced  capuc- 
cinos.  Initial  market  reaction  to  Chock 
0'  Ccino  "has  far  exceeded  Chock's  ex- 
pectations," says  Enslein. 

She  points  out  that  iced  coffee  gen- 
erates sales  of  $4  billion  in  Japan,  and 
she  believes  that  when  the  major  U.  S. 
coffee  makers  start  marketing  their 
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own  brands,  sales  should  take  off  here 
as  well.  A  Nestle/ Coca-Cola  joint  ven- 
ture will  soon  launch  an  iced-coffee 
product,  and  General  Foods  has  test- 
marketed  a  similar  one.  In  June,  Chock 
acquired  Hillside  Coffee,  a  fast-grow- 
ing California  roaster  of  specialty  cof- 
fees that  enjoys  a  20%  operating  mar- 
gin on  its  40  flavors,  sold  mostly  in 
supermarkets.  Enslein  counts  that  as  a 
big  plus.  She  sees  Chock  posting  earn- 
ings of  88$  a  share  for  the  year  that 
ended  on  July  31,  and  $1.15  in  1992. 


A  BOFFO  WAY  TO 
PLAY  THE  BOX  OFFICE 


It's  not  news  that  American  movies 
are  among  the  nation's  most  popu- 
lar exports.  U.  S.-made  films  com- 
mand 50%  to  80%  of  the  box-office 
gross  in  most  foreign  markets.  It's 
probably  not  wise  to  load  up  on  shares 
of  U.  S.  moviemakers,  though,  particu- 
larly in  a  year  when  most  new  movies 
have  bombed.  But  there  is  a  smart  way 
to  get  into  this  overseas-market  game. 

"The  play  is  in  distribution,"  says 
New  York  money  manager  Joe  Salvani 
of  Brookhill  Equities.  He  has  been  buy- 
ing shares  of  International  Movie 
Group,  the  only  publicly  traded  compa- 
ny specializing  in  the  distribution  of 
English-language  films  outside  North 
America.  So  far,  IMG,  which  trades  on 
the  American  Stock  Exchange  at  2%, 
has  27  films  in  distribution  in  52  coun- 
tries and  owns  rights  to  6  that  aren't  in 
production  yet. 

What's  IMG's  strategy?  The  company 
extends  "bankable"  guarantees  in  the 
form  of  letters-of-credit  to  independent 
film  producers.  The  guarantees  are 


used  by  the  producers  as  collateral  t 
finance  production.  The  guarantee  i 
payable  only  upon  completion  of  th 
film,  so  if  the  film  isn't  delivered,  IM< 
isn't  left  holding  the  bag.  And  it's  no 
liable  for  cost  overruns,  either.  IMG  i 
strictly  a  distributor  that  supplies  th 
home-video  and  TV  markets  as  well. 

One  big  hidden  asset:  televisio 
rights.  "The  value  of  TV  rights  ha 
soared  in  recent  years,  with  one  sourc 
estimating  IMG's  to  be  worth  $1  millio 
per  title,  or  about  $30  million,"  say 
Tim  Bremer,  an  analyst  at  Cruttende: 
&  Co.  in  Irvine,  Calif.  That  comes  ou 
to  about  $7.5  million  in  operating  prol 
it,  or  $1  a  share,  he  figures.  And  tha 
dollar  isn't  included  in  his  estimate  fo 
this  year,  which  could  be  lower  tha 
1990's  21$.  But  for  1992,  some  est 
mates  go  as  high  as  40$.  Brookhill 
Salvani  says  the  stock  is  worth  6. 


NOW  THAT'S 
A  HEALTHY  BABY 


Among  this  year's  crop  of  initio 
public  offerings,  PharmaCher 
has  already  proven  itself.  Tw 
weeks  after  the  company  went  publi 
on  Aug.  12,  bad  news  hit.  The  U.  S 
Postal  Service,  one  of  PharmaChem' 
biggest  customers,  announced  tha 
PharmaChem  had  lost  in  the  biddin 
that  might  have  renewed  the  compj 
ny's  contract  to  provide  drug  testing 
But  the  stock  refused  to  wilt. 

PharmaChem,  which  went  public  a 
8y2,  had  risen  to  \m  by  Aug.  28.  0 
Aug.  29,  when  the  Post  Office  decisio 
hit  the  newswires,  the  stock  eased  jus 
to  10 — and  it's  already  back  up  to  lOVs 
Several  big  investors  think  it  will  cor 
tinue  to  climb,  possibly  doubling  in 
year  based  on  rosy  earnings  targets. 

Even  without  the  Post  Office's  bus 
ness,  says  Andy  Lanyi,  who  heads  L£ 
denburg  Thalmann's  Lanyi  Div.,  earr 
ings  will  pop  to  27 $  this  year  and  to  50 
in  1992,  vs.  last  year's  13$. 

PharmaChem's  corporate  customer 
include  American  Telephone  &  Teh 
graph,  Pfizer,  and  Pennzoil.  Among  it 
government  clients,  the  Army  and  thj 
Probation  Div.  of  the  U.  S.  Courts  ar 
mainstays.  Several  large  drug-trea 
ment  programs  are  also  regulars. 

PharmaChem  is  certified  by  the  N| 
tional  Institute  on  Drug  Abuse,  th 
College  of  American  Pathologists,  an 
the  Defense  Dept.  So  it  should  hold  it 
own  against  similarly  certified  giant 
such  as  SmithKline  Beecham,  note 
Lanyi.  And,  he  adds,  the  "feedbac 
from  customers  is  very  positi%re." 
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MADE  IN  GERMANY 


For  decades,  the  words  "Made  in 
W.  Germany"  have  set  the  global  standard  for 
product  excellence.  And  for  decades,  West 
Germany  has  been  equal  to  the  challenge  this 
standard  implies. 

Now  we  face  a  new  challenge.  By  dropping 
the  "W"  we  extend  this  mark  of  excellence  to 
include  the  New  Federal  States  of  Germany. 
And  in  realizing  this  aim,  we  create  investment 
opportunities  of  unparalleled  proportion  for  com- 
panies large  and  small  around  the  globe. 

Find  out  how  you  can  put  "Made  in 
Germany"  to  work  for  you.  For  information  on 
nvestment  incentives  and  opportunities  in  the 
New  Federal  States  of  Germany,  please  give  us 
a  call  at  1-800-551-8545  (U.S.  and  Canada). 


NEWpt 


c  #  EDERAL 

OTATES0FGERMANY 


For  on-the-spot  information  about  investment  opportunities  in  the  New  Federal  States, 

you  can  also  call  our  new  Foreign  Investor  Information  Center  in  Berlin  directly  at  011-49-30-39985-100. 


©  Economics  Ministry  of  the  Federal  Republic  of  Germany. 
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THE  ADMINISTRATION  I 


THE  MOSBACHEPS:  HE  NEVER  MANAGED  TO  CAPITALIZE  ON  HIS  RELATIONSHIP  WITH  BUSH 


NICE  TRY,  MR.  MOSBACHER. 
NEXT . . . 


The  Commerce  head  hit  the  ground  running,  then  faded  fast 


e  was  a  Texas  millionaire  wildcat- 
ter, yachtsman,  Presidential  pal, 
and  chief  fund-raiser.  So  when 
Robert  A.  Mosbacher  swept  into  Wash- 
ington in  1989,  he  seemed  destined  to 
burn  up  the  town.  With  his  winning 
smile,  salesman's  exuberance,  and  glam- 
orous model-turned-cosmetics-queen 
wife,  Georgette,  Mosbacher  promised  to 
add  welcome  flash  to  an  otherwise 
dowdy  Bush  Administration.  And  as  one 
of  the  few  advisers  who  could  personally 
ring  up  the  President,  Mosbacher 
seemed  certain  to  transform  his  "15th 
Street  Statistics  Mausoleum"  into  a 
tough  advocate  for  U.  S.  industry  and 
likely  to  become  the  most  powerful  Com- 
merce Secretary  since  Herbert  Hoover. 

As  Mosbacher  got  to  work,  expecta- 
tions rose  even  higher.  He  assembled  a 
talented  crew  and  set  out  an  ambitious 
agenda:  opening  and  expanding  export 
markets,  boosting  U.  S.  research  and 
technology,  and  liberalizing  export  con- 
trols. Morale  at  Commerce  soared  after 
he  won  a  showdown  with  the  Pentagon 
that  forced  the  renegotiation  of  a  fighter 
jet  deal  with  Japan  to  give  greater  pro- 
tection to  U.  S.  aerospace  technology. 

But  Mosbacher's  momentum  fizzled. 
As  he  prepares  to  leave  Commerce  to 
become  chairman  of  Bush's  reelection 


campaign,  much  of  his  work  remains  un- 
done. There  is  no  master  blueprint  for 
federal  efforts  to  bolster  U.  S.  competi- 
tiveness. His  proposal  to  encourage  joint 
production  of  critical  high-tech  goods 
has  languished  for  over  two  years  at  the 
Justice  Dept.'s  Antitrust  Div.  And  Con- 
gress has  refused  to  relax  product-liabil- 
ity laws,  lower  the  capital-gains  tax  rate, 
and  pass  a  permanent  tax  credit  for 
R&D — all  of  which  Mosbacher  pushed. 
BORING  tasks.  Why  did  his  promise 
fade?  Mosbacher,  proud  to  be  an  outsid- 
er, never  managed  to  capitalize  on  his 
relationship  with  the  President  or  amass 
political  clout.  Indeed,  his  inexperience  in 
Washington  shows  that  Bush  would  do 
well  to  appoint  a  different  kind  of  Com- 
merce Secretary  this  time  around,  one 
with  far  more  political  savvy.  In  fact, 
the  front-runners  to  replace  him  have 
done  Washington  duty.  John  D.  Ma- 


At  times,  he  found  himself 
up  against  the  likes  of  Sununu 
and  Darman  for  espousing 
'industrial  policy' 


cj 

J 


comber,  former  chief  executive  of  Cel 
ese  Corp.,  has  been  president  of  the 
port-Import  Bank  since  1989.  John 
Robson,  a  former  CD.  Searle  & 
CEO,  is  Deputy  Treasury  Secretary, 
former  Representative  Bill  Frenzel 
Minn.)  spent  18  years  in  the  House. 

Whoever  takes  on  the  amorphous 
of  Commerce  Secretary  inevitably  fa 
the  same  bind:  Grand  ambitions  get 
tered  down  while  the  Secretary  is  for 
to  spend  time  on  Commerce's  ot 
chores,  from  taking  the  census 
charting  the  oceans  to  forecasting 
weather.  Mosbacher  made  matt 
worse  by  being  frequently  outman 
vered  by  other  Cabinet  members. 

More  comfortable  with  a  CEO  style 
doing  things,  Mosbacher  seldom  finish 
his  political  homework  before  actii 
When  he  supported  the  U.  S.  electron 
industry's  bid  for  federal  aid  to  devel 
high-definition  television,  White  Hoi 
Chief  of  Staff  John  H.  Sununu  and  ( 
fice  of  Management  &  Budget  Ch 
Richard  G.  Darman  called  him  on 
carpet  for  espousing  "industrial  polic; 
Even  attempts  to  loosen  restrictions 
selling  aged  telecommunications  eq 
ment  and  IBM  AT  computers  to  the  So 
Union  drew  howls  from  Defense  Sec| 
tary  Dick  Cheney,  slowing  the  proce 
veep  aid.  When  Mosbacher  traveled 
fared  far  better.  He  led  an  entourage 
U.  S.  trade  officials  on  an  18-city  ro 
show  meant  to  draw  small-  and  mediu 
size  businesses  into  the  export  game, 
packed  airplanes  with  corporate  exei 
tives  and  headed  to  Brazil,  Hunga 
Kuwait,  Mexico,  Poland,  and  the  Sov 
Union  to  get  the  cash  registers  ringii 
When  Japanese  officials  complain 
about  American  lack  of  commitme 
Mosbacher  returned  with  a  planeload 
CEOs.  "The  trip  gave  us  the  visibility 
needed,"  says  Robert  J.  Maricich,  CEO 
American  of  Martinsville,  who  is  cons 
ering  offers  from  four  joint-venti 
partners  to  market  hotel  furniture  in  i 
pan.  Back  home,  Mosbacher  left  1 
trade  negotiating  to  Under  Secretary 
Michael  Farren,  who  managed  to  cn 
open  the  Japanese  construction  mark 

Forced  to  narrow  his  objectives,  M 
bacher  is  trying  to  help  build  the  ima 
of  Vice-President  Dan  Quayle,  who 
taken  competitiveness  as  his  issue.  M 
bacher  has  lent  him  staff,  briefed  him 
trade,  and  accompanied  him  to  L; 
America.  But  the  departing  Mosbac 
leaves  a  huge  bureaucracy  unsure  of 
main  role.  Until  his  successor  build 
consensus  on  that,  says  Economic  Sti 
egy  Institute  analyst  Kevin  Kear] 
"Commerce  is  going  to  be  one  of 
most  frustrating  jobs  in  the  Cabinet. 
By  Paul  Magnusson  in  Washing 
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Why  All  PCs 
Are  Not 
Created  Equal 

This  is  America,  where  bigger  is 
still  better,  more  horsepower  is 
the  enduring  thrill  for  car 
enthusiasts  and  seldom  is 
heard  a  discouraging  word  about  the 
latest,  greatest  technological  advance- 
ment. L  nless  you're  the  one  footing 
the  bill. 

More  than  ten  years  after  the  start  of 
the  personal  computer  revolution,  most 
small  businesses  can  easily  purchase 
all  the  computing  power  they  require, 
and  then  some,  without  busting  the 
budget.  But  not  every  department 
requires  state-of-the-art  computing 
power;  and  hardware/software  needs 
often  van  widely  from  company  to  com- 
pany, and  even  department  to  depart- 
ment, depending  on  the  task  at  hand. 

With  a  few  notable  exceptions  — 
Commodore's  Amiga  line  of  PCs  for 
some  multimedia  applications  and  Sun 
Microsystem  workstations  for 
(IAD/CAM  among  them  —  equipment 
purchase  managers  still  face  two  basic 
decisions:  should  my  company  buy  an 
Apple  Macintosh-based  svstem  or  one 
built  by  IBM  or  the  legion  of  IBM- 
compatible  PC  makers.  The  recent 
cooperative    agreement  ■^■■■n 
between  IBM  and  Apple  may 
one  day  eliminate  the  angst 
from  that  decision,  but  don't 
expect  to  see  tangible  results 
from  that  pact  for  at  least  the 
next  two  years. 

Apple's  chief  selling  point 
for  the  Macintosh  has  been  ^^^^m 
ease  of  use  because  of  the  graphic  user 
interface  —  .standard  from  one  soft- 
ware package  to  another  —  as  well  as 
the  graphics-oriented  nature  of  the 
Mac.  It's  no  coincidence  that,  despite 
the  progress  made  by  MS-DOS  soft- 
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IBM's  PS/2  Model  70  386. 

ware  publishers,  the  Mac  remains  the 
platform  of  choice  for  many  small  ad 
agencies  and  other  companies  where 
graphics-intensive  desktop  publishing 
is  a  core  application. 

Apple  executives  are  also  fond  of 
quoting  independent  studies  from  the 
Gartner  Group  and  other  market 
researchers  showing  users  are  more 
productive  on  the  Mac  than  they  are 
w^mmmm   w  ith  other  systems.  And  thev 


Equipment 
purchase 
managers 
still  face 
two  basic 
decisions. 


note  that  the  typical  Mac 
user  works  with  almost  twice 
as  many  software  packages  as 
an  IBM-compatible  user. 

Apple  has  also  been  able 
to  whittle  away  at  the  chief 
fear  of  would-be  Mac  users: 
^^^^m    incompatibility  with  IBM- 
based  files  and  programs  used  by  the 
vast  majority  of  companies  in  the  busi- 
ness world.  All  Macs  built  in  the  last 
three  years  have  disk  drives  capable  of 
reading  MS-DOS  files  and  there  are 
several  software  packages,  Insignia 


Solutions"  AccessPC  and  Farallon's 
Tin  me\  KT  ami  mu  ihem.  thai  will 
translate  Macintosh  files  into  the  MS- 
DOS  format,  tie  IBM-compatibles  into 
AppleTalk  Local  Area  Networks  and 
otherwise  bridge  the  communications 
gap  between  the  two  computer  formats 
IBM  adherents,  on  the  other  hand, 
cite  the  thousands  of  software  pack- 
ages written  for  IBM-compatibles,  par- 
ticularly for  vertical  applications  — 
doctor's  accounting  programs,  legal 
packages  and  the  like.  And  the  advan- 
tage Apple  has  held  because  of  its 
user  interface  grows  less  formidable 
every  day.  First,  Microsoft's  Windows 
3.0  and  then  IBM's  OS/2  2.0  now  pro- 
vide the  same  type  of  user  interface  as 
the  Mac,  to  the  point  where  there's 
very  little  difference  between  working 
with  Microsoft  Word  on  the  Mac  or  an 
IBM  PC. 

The  difference  is,  all  programs  writ- 
ten for  the  Mac  are  designed  around 
that  user  interface,  while  MS-DOS 


If  Any  Ribbon 
IsQK,WhyDid 

YjuBuyAn 

IMT^ewriter? 

If  you  just  wanted  to  make  marks  on  paper,  you  could  have  purchased  any  typewriter.  But  you 
didn't.  You  bought  an  IBM  typewriter  for  its  performance  and  reliability. 

Now,  the  question  is:  are  you  putting  one  of  our  IBM  ribbons  in  it?  If  not,  you  may  not  be  getting 
the  very  qualities  for  which  you  paid.  IBM  ribbons  are  the  genuine  articles,  designed  and  manufactured 
as  part  of  the  machines  they  fit. 


You  want  high  performance?  Some  of 
our  ribbons  yield  up  to  240%  more  characters 
than  other  ribbons.  You  want  reliability?  When 
was  the  last  time  you  had  an  IBM  ribbon  that 
didn't  work?  Now  that  you've  bought  the  best, 
make  sure  you  get  your  money's  worth. 

We're  Lexmark,  exclusive  manufacturer 
of  original  IBM  typewriter  ribbons.  For  more 
information,  to  order  products  or  to  find  the 
dealer  nearest  you,  just  call  1-800-IBM-2468. 
(In  Canada,  call  1-800-465-1234.) 


Lexm4vrk 

Exclusive  manufacturer  of  original 
IBM  typewriter  ribbons. 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  and  is  used  under  license.  IBM  supplies  are  manufactured  and  distributed  by  Lexmark  International.  Inc.  under  license  from 
International  Business  Machines  Corporation.  Lexmark  is  a  trademark  of  Lexmark  International.  Inc.  ©  1 99 1  Lexmark  International,  Inc. 
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When  All  You  Want  To  Do  Is  Write. 


Sometimes  a  personal  computer, 
though,  is  technological  overkill 
for  a  secretary  or  department  that 
just  needs  something  to  handle  basic 
correspondence. 

Enter  the  dedicated  word  proces- 
sor. Essentially,  these  are  personal 
computers  with  only  one  function, 
word  processing,  though  a  few  of  the 
latest  models  also  incorporate  a 
basic  spread  sheet  and  sometimes  a 
modest  database  program. 

Typical  of  the  category  is  the 
IBM  Wheelwriter  70  Series  II  built 
by  Lexmark,  which  manufactures 
the  typewriters,  printers  and  word 


processors  sold  under  the  IBM 
brand  name.  The  Wheelwriter  70 
Series  II  incorporates  a  display, 
printing  mechanism  and  keyboard, 
a  complete  word  processing  pro- 
gram, a  spell  checker  and  80 
kilobytes  of  RAM. 

And  both  Panasonic  and  Smith- 
Corona  sell  laptop  personal  word 
processors.  About  the  same  size  and 
weight  of  lightweight  laptop  PCs, 
the  Smith-Corona  and  Panasonic 
laptop  word  processors  have  built-in 
LCD  displays  and  work  with  com- 
panion printers.  Cost:  under  $1,000 
for  the  package. 


publishers  are  still  upgrading  their 
packages  to  work  with  Windows  3.0. 

The  release  this  fall  of  OS/2  2.0 
might  have  confused  the  software 
industry  and  delayed  the  spread  of 
Windows-compatible  programs,  but 
the  upgraded  version  of  the  original 
OS/2  will  run  any  Windows-compati- 
ble program  —  as  well  as  any  MS- 
DOS  program  regardless  of  which 
version.  "It's  a  superset  of  the 
Windows  environment,"  says  Winnie 
Briney,  IBM  Personal  Systems  market 
ing  director,  though  she  notes  the  two 
environments  "are  competitive." 

A  final  point  in  favor  of  IBM-com- 
patibles. Unlike  Apple,  which  remain! 
the  only  supplier  of  Macintosh-com- 
patible computers,  IBM  has  a  legion  o 
compatible  competitors,  everyone  fron 
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Bond  Trading  Seminars 
*  Targeted  at  new  accounts  m 
Europe  and  Asia 

Financial  Planning  Direct  Mail 
■Directed  at  customer  base 
•Focused  or  retirement 


National  Sales  Meeting  Notes 


1991  Network  Expansions 


1991  Sales  Projections 


Get  people  to  see  rhinos  pur  way. 


"Oder  good  In  U  S  and  Canada  only  while  supplies  last  This  ad  was  created  with  Aldus  PageMaker  and  Aldus  Persuasion  The  companies  in  the  samples  are  delicious  and  are  used  tor  illustrative  purposes,  they  are  not  intended  to  rep 


PECIAL       ADVERTISING  SECTION 


gh-profile  manufacturers  such  as 
jmpaq,  Epson  and  Tandy  to  less 
•ill-known  but  equally  competitive 
•ands,  such  as  Advanced  Logic 
esearch,  Gateway  2000,  AST 
esearch,  Packard  Bell  and  Dell.  And 
ose  brands  continue  to  force  the  cost 
IBM-compatible  computing  down, 
th  no  end  in  sight. 
As  anyone  with  more  than  passing 
:perience  with  personal  computers 
ready  knows,  choosing  a  basic 
irdware  platform  is  only  the  start  of 
i  increasingly  thorny  process.  Can 
i  IBM-compatible  user  live  with  a 
56-based  machine  when  480  hard- 
ire  is  available  from  most  vendors? 
nd  why  buy  a  Mac  Classic  when  the 
ac  Ilsi  beckons  with  so  much  more 
w  computing  power? 


Mac  Ilsi  with  13"  RGB  Display  Monitor 


Add  in  the  hundreds  of  software 
packages,  printers  and  other  peripherals 
and  related  equipment,  and  its  easy  to 


>  see  why  many  companies  buy  on  blind 
g  faith,  or  the  opinion  of  salespeople  and 
5  consultants.  It  often  seems  that  half  the 
f  purchasers  are  afraid  of  buying  too  little 
^  computer  power,  while  the  other  half  are 
£  wary  of  technological  overkill.  And 
I  either  mistake  costs  money. 

"You  talk  about  any  high-end  prod- 
£  uct  and  there's  a  segment  ol  the  mar- 
S  ket  that  will  buy  it  at  any  price,"  says 
(S  Eli  Hertz,  president  of  the  New  York- 
g  based  IBM-compatible  personal  com- 
1  o  puter  company  bearing  his  name.  He 
§  argues,  for  example,  that  very  few 
companies  need  the  computing  power 
of  486-based  PCs.  "I  tell  people  to 
look  first  at  the  software  applications 
they  plan  to  use,  and  what  they 
require,  and  then  consider  what  they 
might  need  if  they  grow  a  bit."  ■ 
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Introducing  Aid  US 
Persuasion  for  Windows. 

No  other  presentation  so  flu  are  is  as  automatic  as  new 
Persuasion'  '  2.0  from  Aid  us. 

Let  us  explain.  Pirst,  you  pick  one  ol  the  55  pre- 
designed Autolemplates.  Next,  you  input  or  import  your 
thought  s  into  the  built-in  outhner;  Persuasion  then 
instantly  formats  your  outline  into  labulous  finished  visuals. 
Now  print  and  you  re  ready  to  present. 

It  s  the  only  program  you  ll  need  to  create  presentations, 
because  it  also  includes  word-processing,  drawing,  and 
charting  capabilities.  So  you  can  easily  customize  your 
visuals.  And  to  help  you  arrange  the  flow  of  your  presenta- 
tions, theres  even  a  built-in  slide  sorter. 

Call  1-800-685-3506  today  for  a  free  demo  dish  ,  or 
for  a  video  or  a  trial  version  for  $9.95.  And  I  or  a  limited 
time,  you  can  trade  in  any  version  of  Harvard  Graphics, 
Freelance  Graphics,  PowerPoint  lor 
W  indows,  or  any  other  PC  presentation 
product  and  get  Persuasion  lor  Windows  for 
only  $99.  Call  1-800-685-3506  to  order 
your  trade-up.  But  burn.',  the  olfer  is  good  R^M^l 
only  through  February  29, 1992.  The  Cr™"lv  Ed 
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[THE  ANT] 


It  has  long  been  assumed  that  things  that  are  small  aren't  as  powerful  or  sophisticated  as 
things  that  are  big.  Of  course,  that  just  isn't  true.  Take  the  ant  for  instance.  In  spite  of  its  small  size, 

the  ant  is  amazingly  strong.  Most  ants  can  lift  objects  ten  times  heavier  than  their  bodies. 
Some,  very  muscle-bound  ants  no  doubt,  can  clean  and  jerk  objects  50  times  their  body  weight. 

To  put  that  into  proper  perspective,  that's  like  a  man  hoistingasofa  with  48people  and 
a  small  dog  on  it.  But  while  the  ant  may  seem  like  a  miniature  Hercules,  don  t  forget  he's  also 
exceptionally  smart.  Ants  are  known  to  build  nests  up  to  3  feet  high  and  covering 
an  area  the  size  of  a  tennis  court.  Often  these  nests  are  complete  with  chambers  for  the  Queens, 

nurseries  for  the  young,  living  rooms  and  hallways  in  which  to  travel.  Not  bad 
considering  most  full-grown  humans  can't  hook  up  a  VCR.  Now  if  you  think  the  ant  is  pretty 
impressive,  wait'll  you  read  about  the  little  mighty-mite  on  the  next  page. 


<£) ]99i  Toshiba  America  Information  Systems,  Inc 


[THE  RADICALLY  NEWT2200SX] 


Like  the  ant,  small  computers  have  often  been  considered  underpowered  pea  brains. 
The  new  Toshiba  T2200SX  notebook  should  dispel  that  myth.  Weighing  a  mere  5.5  pounds  and  taking 
up  just  half  a  briefcase,  the  T2200SX  is  so  technologically  advanced,  it  can  crush  computers  ten 
times  its  size.  Blessed  with  a  20MHz,  386SX  microprocessor  and  a  60MB  hard  drive,  the  T2200SX  delivers 
the  performance  of  a  world-class  desktop  PC.  Yet,  compare  it  to  other  notebooks  and  you'll  see 
it's  likean  entirely  different  species.  Quitesimply,  it  feels  bigger.  Its  keys  are  full-size,  notcramped, 
and  its  LCD  screen  measures  a  full  9.5"  diagonally.  Combine  this  with  a  Nickel  Hydride  battery  that 

lasts  3  hours  per  charge,  a  lightweight,  incredibly  durable  carbon  fiber  reinforced  case  and 
features  such  as  AutoResume  and  you  have  the  first  notebook  with  absolutely  no  compromisesTo  learn 
more  about  the  mighty  T2200SX,  call  1-800-457-7777.  Hopefully  we've  changed  the  way  you 
look  at  small  computers.  Or,  at  the  very  least,  changed  the  way  you  look  at  ants. 
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Printers:  If  You 
Look  Good, 
They  Look  Good 

Few  clients  care  whether  your 
project  proposal  was  produced 
on  an  Apple  Macintosh,  IBM 
386  33MHz  PC  —  or  a  dedicat- 
ed word  processor  from  Lexmark  or 
Panasonic,  for  that  matter.  All  that  con- 
cerns them  is  how  it  reads  —  and  how 
it  looks.  That's  why,  for  any  company 
that  depends  on  hard  copy  communica- 
tion with  outside  clients,  the  computer 
printer  is  often  the  most  important 
piece  of  equipment  in  the  office. 


I  he  <iood  iicwn  is  thai  tlic  nisi  nl 
high-quality,  sophisticated  printers 
has  fallen  dramatically  over 
the  last  year  or  two,  to  the 
point  where  even  the  smallest 
business  can  match  the  out- 
put quality  of  much  larger 
competition.  But  just  as  com- 
panies can  overspend  —  or 
misallocate  funds  for  a  PC, 
they  face  similar  pitfalls  in 
choosing  a  printer. 

Buyers  face  three  basic 
choices  in  picking  a  printer: 
laser,  inkjet  or  dot  matrix. 
Each  system  comes  with  its 
own  advantages  and  disadvantages,  and 
what  you  buy  depends  on  the  task  at  hand 
—  and  the  budget  for  new  equipment. 


The  good 
news  is  that 
the  cost  of 
high-quality, 
sophisticated 
printers  has 
fallen  dramat 
ically  over 
the  last  year 
or  two. 


Hewlett-Packard's  LaserJet  III  D  printer. 
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Nothing  has  changed  the  nature  of 
personal  computing  so  much  in  recen 
^^^^m   years  as  the  advent  of  low- 
cost  laser  printers  —  now 
down  to  $700  to  $800  at 
retail.  Without  them,  desk- 
top publishing  would  not  be 
the  phenomenon  it  is  today, 
and  small  companies  would 
not  be  producing  reports, 
brochures  and  proposals 
with  the  speed  and  quality 
common  to  much  larger 
competition  efforts. 

  Who  needs  a  laser  print 

er?  First,  anyone  who  will 
be  producing  documents  for  outside 
clients,  and  in  general,  any  company 
that  is  concerned  about  the  appear 
ance  of  its  paper  documents.  That 
includes  law  firms,  consultants,  mar- 
keting and  advertising  firms,  to  nam 
a  few. 

"Studies  we've  done  verify  that  prin 
quality  matters  to  clients,"  says  Bill 
McGlynn,  Hewlett-Packard  Hard  Cop) 
Group  marketing  manager.  "The  pre 
sentation  of  a  (printed)  proposal  can 
win  or  lose  a  job." 

That  doesn't  mean  an  $800  laser 
printer  will  suit  the  needs  of  every  busi 
ness  producing  documents  for  outside 
scrutiny.  There  are  tangible  rewards  foi 
stepping  up  in  class. 

H-P,  IBM,  Panasonic  and  other  lase 
printer  manufacturers  offer  greater 
speed  and  improved  print  qualih  in 
more  expensive  laser  printers,  as  well 
as  more  flexibility.  All  H-P  series  III 
laser  printers  built  since  last  March 
incorporate  resolution  enhancement 
circuitry  that  effectively  brings  the 
300  X  300  dpi  print  quality  to  near  6GM 
dpi.  By  varying  the  size  of  the  print  dot 
—  in  five  steps  from  20  percent  to  100 
percent  of  the  normal  size  —  the  print- 
er can  smooth  the  "rough  edges"  on 
characters  and  graphics.  "You  really 
see  it  on  curves,"  says  McGlynn. 

There  are  other  advantages  to  mon 
expensive  —  $1,200  to  $2,000  - 
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"Aren't  they  that  Swedish 
country  rock  band?" 


Okay,  so  some  people  don't  know  exactly  who  ALR  is. 
But  ask  any  PC  industry  c\\  >ert,  and  they'll  tell  you  that  ALR 
is  an  award-winning  manufacturer  of  high  performance 
personal  computers. 


Manufacturer 
Model 
CPU 

Upgrade  Path 
Bus  Architecture 
RAM 


in  fact,  the  ALRS  Business VKISA™  recently  I  »eat 
both  IBM®  and  Compaq8  f<  >r  /  '< '/( :<  mputing's 
prestigious  Most  Valuable  Produc  t  Award 
As  pioneers  in  value  and  performai  ice  ei  thancing  tec  I  n  h  .1- 
ogy.  we  have  a  history  of  winning  top  industry  awards. 
No  wonder,  in  a  recent  PC  W(  trld  survey,  94%  of 
all  ALR  customers  said  the  y  would  buy  ALR 
again.  That's  more  than  AS  r  (85%), 
NEC®  (77%).  or  DelP  (73%). 

The  BusinessVElSA  delivers  the  latest  in 
technology  at  an  affordable  price  R  >r  as  little 
as  $1 ,995,  you  get  the  advanced  power  of 
32-bit  processing  unci  EISA.  Addith  >nally, 
a  modular  CPU  upgrade  path  provides  a 
gateway  t<  >  higher  luture  |  iert<  >ini,in<  e 
You  never  have  to  worry  ab< » it 
outgrowing  this  system  because  y<  »u 


And  for  limited 
time,  we've  made 
this  great  value  ev<  -i  i 
I  >etter  I  'un  I  lase 
any  of  oi  ir 
BusinessVElSA 
Model  lot  s.  and  get 
the  ALR  PowerPAK 
for  only  $299  The 

P<  twerPAK  adds  4-MB  of  performani  e  b<  losting  memor\ 
,uul  .i  high-resolution  ALR  Super  V<  iA 
,  ii  1. 1|  iti  i  wl  lilt 1  s;  ivh  ig  y<  hi  $35< ) 


BusinessVElSA  386  33,u 
33  MHz  i3860x'u 
25-  4  33  MHz  i486DX'" 
32  b.l  EISA 

1  MB  (5-MB  w  PowerPAK 
Model  101  11.995 

4  MB  RAM  and 
SuperVGA  adapter 

1800x6001  $299 

1 20  MB  Hard  Drive  $1095 


Deskpro  386  331" 
33  MHzi386DX 
33  MHz  i486DX 
32  bit  EISA 
4  MB 


1/1  .a  adapter 
(640x4801 
.    Mb  Hard  Drive 


Suggested  list  price 


$3,389  $6,199 


It's 
get 


can  easily  and  affordably 


ie  ALR  BusinessVElSA  is  one 
hot  performer  you  won't  want  t<  > 
miss!   ,   „ 

ALR 


time  you 
to  kno\ 


Irvine.  CA  '127! 
TEL  17  I  41  581-6 
FAX  17141  581-S 


Advanred  LotJk   Kwan  h 

can  1 -800444-4ALR 


mm 


ALR  is  a  registered  Irademark  ol  Advanced  Logic  Research.  Inc    Prices  and  configurations  subject  to  change  without  none 
Verily  compet.fve  pricing  and  configurations  with  manufacturer  Pricing  based  on  U  S  dollars  "PowerPAK  offer  good  until 
September  30,  1991    All  other  brand  and  product  names  are  trademarks  or  registered  trademarks  o!  their  respective  ownei 
1991  Advanced  Logic  Research,  Inc 


ask  for  extension  loo 

Available  at  these 
nationwide  locations: 

•  ComputerLand"1 

•  Connecting  Point® 

•  Entre® 

•  JWP  Information  Sysiems® 

•  TCBC® 

•  ALR  Power  Partners 


laser  printers.  An  $800  (street  price) 
H-P  IIP  laser  printer  will  produce 
four  pages  of  typed  copy  a  minute 
with  limited  type  options.  But  a  high- 
end  laser  printer  from  any  of  the 
major  suppliers  can  double  and 
quadruple  that  output,  with  near-pro- 
lessional  printer  quality  using  Post- 
Script-compatible fonts. 

That  added  performance  comes  at  a 
price,  though.  A  Panasonic  PostScript- 
compatible  laser  printer  with  11  page- 
per-minute  output  has  a  suggested  list 
price  of  $3,495.  And  even  with  the 
normal  retail  discounts,  expect  to  pay 
at  least  three  times  the  cost  of  a  low- 
end  model. 

But  not  all  small  businesses  need 
even  a  low-end  laser  printer.  For  many 
companies  that  only  occasionally  pro- 
duce documents  for  outside  eyes  — 
mainly  correspondence  —  inkjet 
printers  offer  a  cost-effective  alterna- 
tive. With  some  inkjet  models  in  stores 
for  under  $500,  the  technology  is  fast 
approaching  mass  market  pricing. 

Inkjet  printers  work  essen- 
tial l\  as  it  sounds;  a  series  ol 
hue  nozzles  sprav  ink  on 
paper  to  form  letters,  num- 
bers or  graphics.  While  inkjet 
technolog\  struggled  to  over- 
come several  problems  in  the 
mid-  to  late  80s  —  chiefly  a 
propensity  lor  the  nozzles  to 
clog  —  the  latest  models  are 
much  improved  through  bet-  ^^^^h 
ter  ink  formulations. 

"Our  problem  was  always  the  water 
solubility  of  the  ink,"  says  MeGlvnn. 
"Il  had  to  prevent  clogging  without 
being  susceptible  to  blotting  if  the 
paper  got  wet." 

Inkjet  technology,  in  fact,  is  the  most 
likely  candidate  to  bring  color  printing 
to  the  masses.  Pour-color  inkjet  printers 
are  available  now  for  about  $1  ..'500.  and 
by  next  year,  they  may  well  fall  below 
$1,000  at  retail.  That  compares  with 
$10,000  or  more  for  color  laser  printers 
and  advanced  thermal  dye  transfer 


Inkjet  tech- 
nology, in 
fact,  is  the 
most  likely 
candidate  to 
bring  color 
printing  to 
the  masses. 


Panasonic  KX-P2624  Quiet  24  Pin  Dot  Matrix  Printer. 

models,  such  as  Kodaks  XL  7700. 

For  some  companies,  though,  color 
inkjet  may  prove  agonizingly  slow  — 
at  perhaps  three  minutes  to  print  a 
page  instead  of  the  three  pages  a 
minute  speed  of  mono- 
chrome inkjet.  Color  inkjet 
will  prove  limiting  to  compa- 
nies on  a  tight  deadline. 

The  workhorse  of  comput- 
er printers,  though,  remains 
the  dot  matrix  printer.  And 
some  small  businesses  will 
find  that,  if  they're  going  to 
buy  only  one  printer,  it  will 
have  to  be  a  dot  matrix. 
"You  always  should  have  a  dot 
matrix  around,"  argues  Panasonic 
spokesman  Ron  Tomezyk.  "You  buy 
the  laser  as  a  second  printer." 

Purchase  orders,  UPS  shipping 
documents  and  other  NCR  (no  carbon 
required)  forms  require  the  impact 
printing  style  of  a  dot  matrix.  And  with 
dot  matrix  printers  now  available  for 
well  under  $500,  the  technology  repre- 
sents the  most  cost-effective  choice  for 
many  small  businesses. 

No  one  will  ever  mistake  the  print 
quality  of  even  a  24-pin  dot  matrix 


printer  for  a  laserjet  —  or  even  inkjet 
—  printer.  But  manufacturers  are 
making  progress.  Epson,  for  example, 
has  developed  scalable  fonts  for  its  dot 
matrix  line  to  reduce  the  "stair  step- 
ping" look  of  curved  characters. 

And  dot  matrix  technology  offers  by 
far  the  greatest  choice  in  models  from 
dozens  of  manufacturers.  Among  the 
leaders:  Epson,  Panasonic,  IBM. 
Brother,  Star  Micronics  and  Okidata. 

Dot  matrix  manufacturers  have  also 
dampened  a  traditional  complaint 
about  the  technology,  namely  that  the 
noise  produced  by  dot  matrix  models 
can  be  an  unnerving  distraction.  By 
staggering  the  pin  firing  of  the  dot 
matrix  mechanism  and  designing  a 
noise  dampening  cabinet,  Panasonic, 
for  example,  was  able  to  bring  the 
standard  noise  level  of  its  new 
KX-P2624  24-pin  printer  down  to 
46.5  dBA.  And  other  manufacturers 
are  working  on  their  own  noise  damp- 
ening designs. 

Since  the  myth  of  the  paperless  office 
has  long  since  been  laid  to  rest,  that's 
comforting  news.  Particularly  if  the 
water  cooler  outside  your  office  has  just 
been  replaced  with  a  printer  stand.  ■ 
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■c)  1991  IBM  Corp  IBM  and  AS/400  are  registered  trademarks  ot  IBM 


i  ideal  system  for  growing  companies... 
runs  over  9,000  applications,  for  all  kinds  of  businesses 
lets  you  manage  all  your  information  from  a  central  place 
is  easy  to  afford,  easy  to  learn  and  easy  to  expand 
makes  your  investment  in  PCs  worth  more  than  ever 
sets  industry  standards  for  quality  and  customer  satisfaction 


lets  you  focus  on  your  business  instead  of  your  computer 


is  an  IBM  AS/400. 
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When  Your  PC 
Goes  Bump  in 
the  Night 

Anyone  u  itli  more  than  a 
passing  acquaintance  with 
persona]  computers  knows 
that  it's  inner  a  question  <>l 
IF  a  PC  system  will  break  down.  It  s  a 
matter  of  WHEN.  Hardware  reliability 
is  better  than  ever  and  software  pub- 
lishers have  become  more  adept  at 
weeding  out  bugs  in  early  versions  ol 
their  packages.  But  sometime  —  prob- 
ably the  worst  time  —  that  hard  drive 
is  going  to  ciash.  the  displaj  screen  is 
going  to  freeze  up,  the  printer  will  die 
or  the  database  will  refuse  to  load. 
And  few  small  businesses,  unlike  larg- 
er corporations,  have  the  expertise  in- 
house  to  handle  the  problem. 

\ll  ol  that  I h -1 1 is.  explain  win  ser- 
vice programs,  independent  mainte- 
nance and  repair  companies  and 
technical  support  hotlines  have 
become  a  big  business.  For  every  com- 
puter malfunction,  there  is  someone 
out  there,  diagnostic  software  ^^^^m 
and  toolkit  in  hand,  waiting 
for  the  phone  to  ring. 

"The  availability  ol  local 
sen  ice  is  first  and  foremost 
(an  issue)  for  small  business- 
es." says  A I  \ndrus.  senior 
v  ice  president  for  sen  ice  and 
support  at  Computerland,  the 
nationwide  retail  chain.  In 
contrast  to  large  corporations, 
many  ol  which  have  their  own 
internal  computer  sen  ice  and 
maintenance  departments,  he 
adds.  "Small  businesses  have 
more  individual  users  needing  indivi< 
ual  attention  and  response." 

Service  and  support,  in  fact,  were 
central  to  the  marketing  program 
designed  by  IBM  lor  its  PS/I  line  of 
personal  c  omputers.  The  PS/1  is 


Service  and  support  are  deciding  factors  in  purchase  decisions. 
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aimed  in  part  at  "tiny  businesses, 
those  with  fewer  than  10  employees, 
according  to  Skip  Gladfelter,  manager 
of  PS/1  marketing.  "We  interviewed 
literally  thousands  of  potential  buyers 
and  when  we  got  to  service  and  support, 
we  found  an  expectation  that  virtually 
■^^hm   no  one  was  filling."  Repair 
programs,  in  particular,  "did 
not  live  up  to  the  require- 
ments of  the  owners.  .  .  \\  hat 
the)  really  wanted  is  on-site 
service  on  demand." 

In  addition  to  opening  on- 
line support  through  the 
Prodigy  information  service, 
an  electronic  bulletin  board. 
IBM's  response  was  to  design 
the  PS/1  as  a  modular  series 
ol  so-called  Customer 
Replaceable  Units  that  can 
be  removed  and  replaced 
without  major  surgery.  When  there  is  a 
problem,  the  user  calls  an  IBM  hotline, 
a  technician  talks  the  user  through  a 
diagnostic  procedure,  determines 
which  section  ol  the  computer  is  mal- 
functioning, and  ships  out  by  overnight 


carrier  a  replacement  unit.  Two  or 
three  davs  later.  DPS  stops  by  to  pick 
up  the  malfunctioning  unit. 

Most  hardware  and  software  suppli 
ers.  in  fact,  are  paying  more  attention 
to  their  service  anil  support  programs. 
With  a  package  representative  of  whatmli 
man)  PC  makers  are  supplying, 
Packard  Bell,  lor  example,  oilers  a 
one-year  warranty  that  includes  a 
disk -based  tutorial  and  support  pro- 
gram, an  800  telephone  support  num-  jn» 


Service  focuses  on  retrieving  data 
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•r  - —  currently  generating  30,000 
lis  a  week  —  and  on-line  support 
rough  the  Prodigy  information  ser- 
ce  and  Packard  Bell's  own  electronic 
illetin  board. 

For  more  serious  prob-  m^^^ 
ms,  the  company  offers 
ith  carry-in  service  and,  for 

<  months  to  a  year  depend- 
g  on  the  model,  on-site  ser- 
ce  through  an  agreement 
th  AT&T  Paradyne's  ser- 
ce  centers. 

It  can  take  24-  to  72-hours 
get  a  technician  on-site 
rough  that  program,  though, 

<  1 1<  >r  many  small  companies, 
at's  too  much  lost  productiv- 

.  Filling  in  the  gap  —  for  a  price  —  are 
zens  of  third-party  service  centers 
at  specialize  in  same-day  service. 

Computerland,  for  example,  offers 
jr  levels  of  service  response:  4-,  8-, 
r  and  48-hours.  Service  is  based  on 

hourly  rate  and/or  an  annual  con- 
ict.  Hourly  costs  typically  run  from 
'5  to  $90  an  hour,  depending  on 
•ation,  and  contracts  vary  widely 
pending  on  the  computer  and 
nfiguration.  A  high  priority  service 
ntract  on  a  typical  $6,000  system, 
timates  Andrus,  might  cost  $300 
nually.  And  Local  Area  Network 
rvice  costs  can  approach  that  for  a 
lgle  incident. 

Whether  a  small  business  opts  for 
annual  service  contract  or  opts  to 
y  on  an  as-needed  basis  varies 
;atly.  Andrus  notes,  "Am  I  buying 
le  computer)  for  something  I'm  going 
run  my  business  on?  If  the  comput- 
is  an  integral  part  of  it,  then  I've  got 
arrange  for  service." 
Most  handhold ing  over  telephone 
pport  lines  revolves  around  soft- 
ire  problems,  say  PC  industry 
perts.  But  true  equipment  break- 
wns  typically  involve  electro- 
;chanical  devices,  such  as  printers 
d  —  in  the  most  critical  instances, 
■;k  drives. 


Nothing  hurts 
a  computer- 
ized operation 
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when  a  hard 
disk  drive, 
crammed  with 
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Nothing  hurts  a  computerized  oper- 
ation so  much  as  when  a  hard  disk 
drive,  crammed  with  vital  data,  crash- 
es. Unless  a  company  backs  up  its 
computerized  data  on  a  daily  basis, 
l^^^^m   hard  drive  crashes  can  bring 
its  operations  to  a  screeching 
halt.  But  even  when  a  hard 
drive  dies,  most  of  the  data 
can  be  retrieved  by  service 
companies  that  specialize  in 
data  recovery. 

"We  average  95  percent 
data  recovery  on  hard 
drives,"  says  Rob  Harrell,  a 
sales  representative  with 
Ontrack  Data  Recovery, 
based  in  Eden  Prairie,  MN. 
Ontrack  is  one  of  perhaps  a  dozen  data 
recovery  specialists  in  the  U.S.  work- 
ing with  third-party  service  companies 
as  well  as  directly  with  end  users. 

In  most  cases,  the  offending  drive  is 
sent  directly  to  the  data  recovery  oper- 
ation. Depending  on  the  problem,  and 


the  size  of  the  drive,  it  will  take  three 
to  five  days  to  recover  the  data,  trans- 
it'!' il  to  either  floppy  disks,  a  new  hard 
drive  or  tape  storage  drive  and  ship 
back  to  the  end  user. 

Ontrack,  like  other  data  recovery 
operations,  typically  will  diagnose  the 
problem,  determine  what  data  can  be 
recovered  and  present  the  customer 
with  a  cost  estimate.  Ontrack  charges 
$200  to  diagnose  the  drive  and 
between  $200  and  $800  to  recover  the 
data.  "The  biggest  consideration  is,  is 
the  data  worth  $600  or  $700,"  notes 
Harrell.  "It's  always  interesting  in 
February  and  March,  when  we  get  a  lot 
of  calls  from  accounting  firms  and 
individual  taxpayers. 

"But  we  had  a  call  from  one  gentle- 
man who  was  playing  with  his  comput- 
ers and  lost  his  wife's  recipes," 
remembers  Harrell.  "He  was  pleading 
with  us,  'You've  got  to  help  me  out.'  But 
when  we  told  him  it  would  cost  $600, 
he  said  it  wasn't  that  important."  ■ 


Independent  maintenance  and  repair  companies  have  become  big  business. 
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At  Compaq,  we  believe  a  notebook  PC  should  deliver  all  the 
performance  you  need.  No  matter  where  you  need  it.  That's  the 
idea  behind  the  COMPAQ  LTE  386s/20  Personal  Computer  and  its 
unique  desktop  expansion  base. 

On  the  road,  no  other  notebook  offers  more  performance.  It 
packs  the  punch  of  Intel's  20-MHz  386SX  microprocessor,  boosted 


by  a  4-Kbyte  cache.  And  the  storage  of  a  30-  or  60-MB  fixed  di 
drive.  All  in  a  sleek.  8.5"xll"  7.5-pound  package. 

In  your  office,  it  excels  where  other  notebooks  fall  short: 
on  your  desk.  Slide  it  into  its  desktop  expansion  base  and  yoii 
have  a  full-function,  no-compromise  desktop  PC.  Complete 
with  two  industry-standard  slots  and  room  for  two  storage 


COMWQ.  LTE.  Registered  I S  Patent  and  Trademark  Office  Product  names  mentioned  herein  may  be  trademarks  and,  or  registered  trademarks  of  other  companies  C 1991  Compaq  Computer  Corporation.  All  rights  reserved 
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ices,  including  3 'A"  or  5'A"  diskette  drives.  Even  tape  or 
ROM  drives.  No  other  notebook  and  expansion  base  offers 
ore  complete  solution.  With  our  new,  more  affordable  prices, 
e  has  never  been  a  better  time  to  see  your  dealer. 
Our  notebooks  are  backed  by  the  most  convenient  world- 
e  warranty  in  the  personal  computer  industry;  by  over  3,500 


Authorized  COMPAQ  Computer  Dealers;  and  by  the  Compaq 
Customer  Support  Center,  which  you  can  call  at  1-800-345-1518. 
For  a  free  brochure,  call  1-800-231-0900,  Operator 
168.  In  Canada,  1-800-263-5868,  Operator  168. 
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Where  to  Shop: 
A  Cast  of 
Thousands 


Have  I  got  a  deal  for  you.  If 
shoe  stores  and  gas  stations 
haven't  yet  gotten  around  to 
selling  personal  c  omputers, 
it's  probably  just  an  oversight.  But  it 
sometimes  seems  that  every  type  of 
retailer  in  the  U.S.  has  added  comput- 
er products  to  its  mix  in  recent  years. 
The  result  has  been  widespread  avail- 
ability of  most  computer  products,  cut- 
rale  pricing  on  many  brands  and 
occasional  competition  to  see  which 
sales  operation  can  offer  the  most 
fringe  benefits. 

But  it's  still  very  much  a  case  of 
buyer  beware.  And  just  because  some- 
one has  the  lowest  price  in  town 
doesn't  always  make  it  the  best  deal. 

Traditional  computer  specialists,  in 
fact,  should  continue  to  hold  a  good 
share  of  U.S.  personal  computer  sales, 
because  many  small  businesses  with 
little  or  no  computer  expertise  rely  on 
them  to  provide  product  m^^^m 
knowledge,  service  and  post- 
sale  support.  If  the  person 
buying  the  system  doesn't 
know  which  cable  fits  where, 
how  to  load  a  hard  drive  and 
what  to  do  when  the  on-screen 
cursor  refuses  to  budge,  deal- 
ing with  a  specialist  becomes 
a  comforting  experience. 

Even  mail  order  operations 
in  recent  years  have  recog- 
nized the  importance  of  ser- 
vice and  product  support. 
Many  of  the  major  mail  order 
firms,  such  as  CompuAdd,  ^^^^m 
Zeos  and  the  PC  Connection,  that  sell 
their  own  brand  computers,  name 
brand  software  or  both  direct  to  the 
customer,  have  added  telephone  hot- 
lines, overnight  delivery  parts  replace- 


With  voice  mail,  fax  and  modem  capabilities  The  Complete  Communicator 
turns  your  PC  into  a  telecommunications  center. 


"We  try  to 
give  the 
customer 
some  kind  of 
assurance 
that  we  will 
be  able  to 
provide 
service  and 
support," 

Gary  Held 

President,  Northgate 


ment  and  other  service  enhancements. 
The  extent  to  which  that  matches  —  or 
exceeds  —  the  performance  of  a  live 
body  face  to  face  depends  on  the  indi- 
^^^^m   vidual  operation. 

"There's  a  risk  out  there 
because  you're  buying  it 
sight  unseen,"  notes  a  per- 
sonal computer  industry 
expert  familiar  with  the 
mail  order  business.  "You 
have  to  do  some  research 
on  the  company's  products, 
what  they  offer  in  the  way 
of  support  and  how  they 
handle  returns." 

Still,  he  notes  that  many 
mail  order  operations  have 
moved  from  the  fringes  of 
^^m^^m   the  personal  computer  busi- 
ness, to  the  mainstream  in  recent 
years.  "The  direct  channel  has  evolved 
at  an  accelerated  pace.  .  .  And  if  you 
think  about  the  number  of  experienced 
users  out  there,  there's  no  reason  they 


should  go  to  a  traditional  retailer  and 
pay  a  premium  for  the  privilege." 

Adds  Bill  Grubb,  president  of  The 
Complete  PC,  which  sells  its  fax/ 
modem  and  voice  mail  boards  both 
through  mail  order  and  computer  spe- 
cialists, "Mail  order  serves  a  very 
strong  function,  particularly  in  the  B, 
C  and  D  markets.  They  provide  producl 
that  may  not  be  available  at  retail. 


Ml 
lei 


Canon's  BJ-IOex  Bubble  Jet 
Personal  Printer. 
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any  of  those  small  towns  don't  have 
perstores  and  they're  not  going  to 
ive  superstores." 

The  PC  Connection,  for  example,  car 
■s  many  of  the  leading  busi-  ^m 
;ss  application  software 
tckages  from  mainstream 
iblishers  —  Aldus,  Ashton- 
te,  Lotus,  Microsoft,  Quarter- 
•ck  Office  Systems  among 
em  —  brand  name  peripher- 
s,  such  as  modems  from 
ayes,  and  even  printers,  and 
]s  from  Toshiba,  Epson, 
inon  and  Hewlett-Packard. 
The  image  of  personal 
mputer  mail  order  has  also 
sen  helped  by  the  emergence  of 
spected  PC  brands  that  only 
11  direct  to  the  customer.  Among 
em:  Dell,  recently  recognized  by  the 
).  Power  customer  satisfaction  sur- 
y,  Northgate  and  Gateway  2000. 
"We  try  to  give  the  customer  some 
nd  of  assurance  that  we  will  be  able 
provide  service  and  support,"  says 
uy  Held,  president  of  Northgate. 
Ve\e  attacked  that  issue  by  provid- 
g  free  on-site  service  for  a  year 
trough  a  third-party  service  company) 
d  a  24-hour,  seven-day-a-week  tech- 
cal  support  phone  line." 
Held  notes  that  many  buyers  have 
me  experience  with  personal  com- 
iters  and  no  longer  require  extensive 
ndholding  —  and  they  represent  the 
re  market  for  Northgate  and  other 
rect-to-the-customer  brands.  "That 
y  does  not  need  to  walk  into  a  com- 
iter  store  and  learn 
w  a  computer  works.  People  who 
e  buying  computers  for  the  first 
ne  are  a  very  small  part  of  our  busi- 
es, maybe  10  percent." 
But  over  the  past  three  years  or  so, 
ose  mail  order  and  specialty  retail 
■erations  have  been  supplemented 
th  a  broad  array  of  consumer  elec- 
onics  stores,  mass  merchants,  com- 
pter and  office  supply  superstores 
d  even  warehouse  clubs  that  have 


Many  buyers 
have  some 
experience 
with  personal 
computers 
and  no  longer 
require 
extensive 
handholding. 


added  personal  computers  and  related 
products  to  their  inventory. 

"The  Price  Club  does  a  quarter  of  a 
billion  dollars  a  year  in  computer 
^^^^^   products,  including  paper 
and  diskettes,"  says  a  com- 
puter industry  expert  famil- 
iar with  the  company's 
operations.  They're  becom- 
ing a  huge  factor  in  this 
business." 

The  Price  Club  in  fact, 
sells  a  full  line  of  IBM-com- 
patible PCs,  including  state- 
of-the-art  486-based  models. 
And  other  warehouse  clubs 
around  the  country  have  made 
a  similar  investment  in  the  business. 

For  the  most  part,  those  new  outlets 
are  selling  IBM  clones  and  peripherals 
along  with  software  for  IBM  and  Apple 
Macintosh  computers.  Apple  —  along 
with  IBM,  Compaq  and  a  few  other  MS- 


DOS  brands  —  has  maintained  rela- 
tively tight  control  over  distribution. 
With  few  exceptions,  in  fact,  anyone 
looking  to  buy  a  Mac  will  have  to  walk 
into  a  computer  specialty  dealer. 

But  even  that  policy  may  change 
somewhat  over  the  next  year  or  two. 

"Once  someone  is  buying  a  com- 
puter for  the  second  or  third  time,  that 
customer  wants  good  prices  and  not  as 
much  support,"  concedes  Tom  Virdon, 
Apple  small  business  marketing  and 
planning  manager.  "We're  looking  at 
the  evolution  ot  [alternative  retail] 
channels." 

Over  the  next  year  or  so,  Virdon 
says,  Apple  plans  to  add  approxi- 
mately 100  computer  superstore 
locations  to  its  distribution.  Ami  the 
company  is  working  with  Tandy 
Corporation  as  the  parent  company  of 
Radio  Shack  rolls  out  its  Computer 
City  superstores.  ■ 


Northgate  provides  free  on-site  service  to  its  customers. 
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They  Slice, 
They  Dice  — 
They  Copy  Too 

Cartridge-  technology  made 
possible  the  personal  desktop 
copier  —  and  Jack  Klugman 
helped  make  it  a  mass  market 
product.  But  even  many  small  busi- 
nesses sometimes  require  copiers  a  bit 
more  powerful  and  flexible  to  handle 
the  ever-mounting  paper  crunch  that 
t)  pifies  doing  business  in  America. 

You  want  a  copier  that  will  sequen- 
tially copy  collate  and  then  bind  a 
slick  presentation  —  and  have  it  done 
before  lunch?  It's  out  there,  for  a  price, 
of  course,  as  arc  machines  that  will 
produce  crisp  four-color  copies,  dou- 
ble side  copies  and  more  than  a  few 
other  options  that  until  a  couple  of 
years  ago  required  the  services  of  an 
outside  printer. 

What  really  separates  a  personal 
copier  from  machines  designed  for 
small  business  use  is  throughput:  if  it 
can't  churn  out  15-20  copies  a  minute 
then  it  probably  can't  handle  the 
demands  of  more  than  a  couple  of 
users.  Most  personal  copiers  are  limit- 
ed to  less  than  10  copies  per  ^^^^^ 
minute.  Alter  speed,  the 
pecking  order  among  copiers 
is  set  by  the  ability  to  handle 
a  variety  of  paper  sizes,  flex- 
ibility in  document  feeding 
and  other  time-saving  con- 
venience features.  wmhhbi 
"We're  finding  that  duplexing  (two- 
sides  copying)  has  become  much  more 
popular  than  before,"  says  Mark 
Pollack,  director  of  marketing,  dealer 
division,  at  Savin  Corporation. 
"Businesses  like  it  because  it  saves  on 
paper  costs,  and  that  also  makes  it  an 
environmentally-friendly  device." 
Savin  markets  two  duplex  copiers  — 
the  model  9180,  at  $3,709  suggested 


A  digital  color 
copier  would 
become  the 
office  print 
shop. 


Sharp's  Z-75  Copier. 

list,  and  the  model  9210.  a  slightly 
faster  model  that  can  accept  two  paper 
sources,  for  $4,520  suggested  list. 

Along  with  Savin,  the  major  manu- 
facturers of  copiers  designed  for 
heavy-duty  business  use  include 
Brother  International,  Canon,  Kodak, 
Ricoh  and  Sharp.  Although  many  per- 
sonal copiers  are  available  for  under 
$1,500  —  and  well  under  $1,000  for 
^^^^^   basic  units  —  machines 
designed  for  use  by  a 
decent-sized  department  or 
small  company  typically 
start  at  several  thousand  dol- 
lars and  —  for  four-color 
copying  —  can  extend  well 
above  $10,000. 
Because  color  copiers  are  still 
much  more  expensive  than  monochro- 
matic models  —  any  that  print  on 
plain  paper  are  priced  over  $10,000 
—  they  are  sold  mostly  to  graphics- 
intensive  businesses,  such  as  small 
print  shops,  advertising  agencies  and 
engineering  firms.  By  most  estimates, 
relatively  inexpensive  plain  paper 
color  copiers  —  priced  below  $5,000 


—  are  perhaps  three  years  away. 

More  than  likely,  low-cost  color 
copying  will  come  hand  in  hand  with 
another  technological  revolution  in  tht 
making:  digital  copiers,  machines  that 
process  copies  in  bits  and  bytes  just  a: 
personal  computers  manipulate  other 
t\  pes  ill  data. 

Why  is  digital  copying  such  a  hot 
technology?  First,  digital  copiers  will 
be  able  to  produce  crisper,  more  finely 
detailed  reproductions  than  conven- 
tional copiers.  And  second,  a  digital 
copier  could  import  images  and  docu- 
ments directly  from  a  personal  comput 
er,  fax  machine  or  any  other  devices 
that  process  information  digitally.  It 
should  even  be  possible  to  use  a  paint- 
box program  and  a  personal  computer 
to  clean  up  and  electronically  air  brusl 
images  before  copying.  In  essence,  a 
digital  color  copier  would  become  the 
office  print  shop,  handling  the  hard 
copy  requirements  of  fax  machines  anc 
personal  computers. 

It  should  even  be  able  to  print  out  a 
copy  of  last  month's  expense  report,  if 
you  kept  all  the  receipts.  ■ 
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25MHz 

Announcing  The  World's 
Fastest  SX  Notebook. 
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AST'  Premium*  Exec™  386SX/25 
386SX  Processing  Power  ■  25  MHz  Speed  ■  True  80  MB  Hard  Drive 
■  4  MB  of  RAM  Standard  ■  Over  3  Hours  of  Battery  Life 


Fasten  your  seatbelt.  AST  presents  the 
Premium  Exec  386SX/25,  the  very  first 
SX  notebook  powered  by  a  25  MHz  pro- 
cessor —  the  fastest  available. 

The  Premium  Exec  386SX/25  flies  at 
speeds  25%  faster  than  20  MHz  note- 
books —  it's  even  faster  than  systems 
with  hardware  cache.  So  it  cruises 
through  demanding  tasks  such  as 


Windows""  3.0  or  vertical  applications. 

Yet  the  Premium  Exec  386SX/25  is 
comparably  priced  to  less  powerful 
20  MHz  systems  from  other  manufac- 
turers. Once  again,  AST  offers  you  the 
highest  performance  and  quality 
without  the  high  price. 

For  more  information  or  the  dealer 
nearest  you,  call  1-800-876-4AST. 


AST  markets  products  worldwide,  outside  ot  the  United  States 
and  Canada  call  AST  International  on  (714)  727-92°::  or  FAX  to 
(714)  727-8585  AST,  AST  logo  and  Premium  registered,  txec 
trademark  AST  Research,  Inc  Copyright©  1991  AST  Research, 
Inc  All  rights  reserved 


COMPUTER 

The  Power  Of  Choi 


E     C     I  A 


D    V  E 


I  N 


E  C 


You'll  Never 
Need  a  Phone 
Booth  Again 


M 


uch  as  some  business 
executives  would  like  to 
leave  the  turmoil  ol 
company  headquarters 
behind  when  they  hit  the  road,  the  call 
ol  the  office  is  often  just  too  strong  to 
ignore.  That,  more  than  anything, 
helps  explain  why  more  than  seven 
million  Americans  will  own  a  cellular 
phone  by  the  end  of  this  year,  and  why, 
depending  on  the  market  forecast, 
anywhere  from  20  to  nearly  31  million 
Americans  will  be  using  cellular 
phones  bv  1995. 

Many  ol  them  will  use  a  cellular 
phone  to  turn  their  car  into  an  exten- 
sion of  their  office.  The  image,  after 


all,  of  the  busy  executive  —  one  banc 
on  the  steering  wheel,  the  other  hold- 
in"  ,i  phone    -  is  w  hat  drives  main 
people  to  buy  a  cellular  phone  in  the 
first  place.  But  all  of  that  is 
prelude  to  a  sweeping  change 
in  communications  that  over 
the  next  three  to  five  years  will 
provide  all  of  us  with  part 
dream,  part  nightmare  tech- 
nology: the  truly  personal 
phone  that  will  keep  us  con- 
nected, no  matter  where  we 
are,  no  matter  what  the  time. 

In  what  has  become  an 
accelerating  game  of  oneup-  ^^^h 
manship  among  cellular  phone  manu- 
facturers. Motorola  this  past  summer 
introduced  the  industry's  smallest  and 
lightest  handheld  model  to  date:  a  7.8 
ounce  handheld  cellular  phone  that 
will  provide  between  50  and  60  min- 
utes ol  talk  time,  between  charges, 
with  a  standard  battery.  That's  an 


Anywhere 
from  20  to 
nearly  31 
million 
Americans 
will  be  using 
cellular 
phones  by 
1995. 


Cellular  phones  are  getting  smaller  and  lighter. 


improvement  over  their  ground-breal 
ing  pocket  cellular  phone  introduced 
only  two  years  ago,  and  a  hair's 
breadth  better  than  a  competing  mod; 
unveiled  by  Fujitsu. 

Although  they  cost 
between  $700  and  $1,500  | 
—  several  times  the  prices 
charged  for  car  cellular 
phones  —  compact, 
lightweight  handheld  cellu 
lar  phones  from  Motorola, 
Fujitsu,  Mitsubishi. 
Audiovox  and  a  growing 
legion  of  competitors  are  fa 
■hm   taking  over  the  cellular 
phone  industry.  By  some  reports,  tho: 
models  will  account  for  60  percent  ol 
the  more  than  two  million  cellular 
phones  that  will  be  sold  this  year. 

There  are  still  reasons  to  buy  a  ca 
cellular  phone,  though,  and  handhek 
models,  no  matter  how  good  they  are, 
still  can't  provide  all  the  power  and 
flexibility  of  car  models. 

For  starters,  car  cellular  phones 
have  a  higher  power  output,  3.0  watts 
compared  to  the  0.6  watt  ceiling  set,  j 
for  safety  reasons,  lor  handheld  mod- 
els. That  means  in  fringe  and  other 
difficult  reception  areas  car  models 
will  generally  prov  ide  better  receptio. 
\nd  because  a  car  cellular  phone  rut 
oil  the  car's  power  supply,  there's  littli 
danger  ol  the  phone  going  dead  in  tin 
middle  of  an  important  conversation. 

But  the  real  breakthrough  towards; 
portable,  personal  telephone  will 
begin  to  emerge  next  year  as  the  first 
so-called  Personal  Communications 
Network  systems  go  on-line  around  tl 
country.  PC  IN  phones,  based  on  a  nevl 
telecommunications  standard  set  by  J 
the  f  ederal  Communications 
Commission,  can  be  considered 
"micro-cellular"  phones.  They  will  b 
even  smaller  and  lighter  than  conven 
tional  handheld  cellular  phones 
because  they  require  a  lower  power  j 
output  to  reach  a  more  lighllv  strung 
network  of  transmitters.  ■ 
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Just  OK  Okidata  OK! 


HP  LaserJet"  IIP 


$1295 

Printhead  warranty:  1  year 
Conventional  laser  printhead 
14  fonts,  2  typefaces 
50-sheet  paper  tray 
Curved  paper  path 
Height:  8  X" 


Okidata  OL400 

II 


Printhead  warranty:  5  years 
Okidata-built  LED  printhead 
(no  moving  parts) 
17  fonts,  4  typefaces 
Fully  compatible  with  HP 
Series  II  software  emulation 

200-sheet  paper  tray 
Straight-line  paper  path  - 
feeds  envelopes,  labels, 
heavy  stock  without  jamming 
Low  profile:  5  Yz 


At  $999  list,  there's  no  lower  priced 
page  printer  on  the  market  than  the 
Okidata  OL400.*Yet  it  offers  many  fea- 
tures you  won't  find  on  the  $1295 
LaserJet  IIP. 

Our  solid-state  LKD  printhead,  for 
example,  has  no  moving  parts.  It's  so  re- 
liable, it  comes  with  a  5-year  warranty  - 
longest  in  the  industry  (plus  1  year  parts 
and  labor  on  the  printer  itself). 

Okidata's  simpler  printhead  costs 
less  to  manufacture,  and  results  in  a 


simpler  design  overall- a  major  reason 
for  the  OL400's  low  cost.  Yet  w  hen  PC 
Magazine  compared  both  printers,  they 
wrote,  "...we  judged  (the  Okidata)  to 
have  the  best  graphics  and  text  quality." 
The  ( )L4()()  also  comes  with  more  type- 
faces and  fonts,  and  a  high- capacity 
paper  tray- all  standard. 

And  the  OL400  has  one  more 
unique  feature-the  Okidata  OK!  It's 
our  promise  that  every  printer  we  sell 
will  deliver  not  merely  acceptable  per- 


formance and  good  v  alue,  but  outstand- 
ing performance  and  exceptional  value. 

So  before  you  setrle  for  a  page 
printer  that's  merely  OK,  visit  your  au- 
thorized Okidata 
dealer  and  ask  about 
the  printer  that's 
Okidata  OKI-the 
Okidata  OL400. 

For  further  infor- 
mation, please  call 
1(800)  OKI-DATA.  OKIDATA  OK! 


We  don t  just  design  it  to  workWe  design  it  to  work  wonders; 

■Mnwhcturet'i  MJEftWcd  rerai!  pnet  Dcilcr  pnecs  mj\ vjiv  HI' jnd  l-iscrjci  jrc  Reg  T.M  of  the  Hculct(Pxkjti)Ct>fpr>rjiKjn  P(;  Mig.i/m<:.'VliM  issue  Okidju  is  j  Keg  TM  jnd  Okidiu  Ok'  isjTM  of  OKI 
fckxint  Industry  O..I.TI)  "We  don't  nistdesipi  mo  *ort,  Wc  deign  ir  to  work  winders"  is  j  I  M  nfOkl  AmcnaliK 


SPECIAL       ADVERTISING  SECTIO 


Facts  on  Fax: 
What  to  Look 
for  and  Why 

The  first  sign  of  a  have-not  in  the 
business  world  of  the  90s  is 
someone  with  a  business  card 
containing  but  one  phone  num- 
ber. \\  ithout  a  dedicated  lax  Inn-,  even 
a  small  business  is  skirting  the  fringe 
elements  of  the  business  world. 

Many  of  the  larger  fax  machine 
makers  build  two  separate  and  distinct 
lines  of  product:  one  designed  for  con- 
sumers and  the  home  office  market, 
and  the  more  traditional  series  aimed 
at  higher  volume  commercial  applica- 
tions. Although  the  distinctions 
between  the  two  areas  have  blurred 
somewhat  over  the  last  year  or  two, 
there  are  still  valid  reasons  for  choos- 
ing from  one  group  of  the  other.  When 
daily  incoming  faxes  are  counted  by 
the  dozen,  rather  than  a  handful,  then 
a  commercial  model  rates  an  edge  over 
consumer  models. 

Over  the  last  year,  though,  the  fax 
market  has  been  div  ided  along  a  dif- 
ferent line  of  demarcation:  plain  paper 
and  thermal  fax. 

Most  fax  machines  —  certainly  all 
models  priced  under  $1,000  ^ 
-  use  a  thermal  printing   The  fax  mar 


Fujitsu  dex  530E  plain  paper  fax  machine. 


mechanism  that  works  with 
specially  treated,  heat-sensi- 
tive paper.  The  mechanism  is 
less  expensive  than  printing 
devices  designed  to  work  with 
plain,  typically  copier  paper. 

But  because  the  paper  is  heal  paper  and 
sensitive,  thermal  fax  mes-   thermal  fax 
sages  will  fade  over  time  mh^h 


ket  has  been 
divided  along 
a  different 
line  of  demar- 
cation: plain 


under  strong  sunlight. 

Plain  paper  fax  machines,  though, 
have  been  prohibitively  expensive  for 
small  businesses.  Before  this  year, 
plain  paper  models  priced  under 
$1,000  were  almost  non-existent.  And 


even  1991  low-end  plain  paper  models 
for  the  most  part  carry  suggested  retail 
prices  above  $2,000.  With  low-end 
thermal  models  in  stores  lor  less  than 
$500,  that's  a  huge  price  gap  lor  com- 
panies on  a  tight  budget. 

The  good  news  is  that  plain  paper 
fax  machines,  should  approach  $1,000 
pricing  at  retail  bv  the  end  ol  the  vear. 
according  to  some  market  analysts. 

Typical  of  the  low-end 
plain  paper  models  now 
available  lor  about  $1,500  in 
stores:  Canon's  Faxphone 
80,  which  employs  a  thermal 
dye  transfer  mechanism,  and 
Panasonic's  UF-300,  which 
uses  .in  ink jel  mechanism. 

More  than  a  few  fax 
industry  executives  suggest 
^^^^h    plain-paper  models  will 
begin  to  edge  out  thermal  models 
when  their  suggested  retail  prices 
come  down  to  $1,000  or  below.  "It's 
going  to  take  a  while,"  says  William 
Bruno,  director  of  product  marketing 
for  Fujitsu  Imaging  Systems  of 


America.  Fujitsu  already  markets  an 
inkjet  plain  paper  fax  machine,  the 
model  dex  530E,  which  sells  for  less 
than  $2,000  from  many  dealers.  But  f 
halve  that  price,  he  says,  "may  requir 
some  technology  other  than  inkjet  or 
laser." 

Two  additional  key  features  often 
overlooked  b\  first-time  purchasers: 
automatic  paper  cutters  and  memory. 
Anyone  who's  had  to  unroll  and  snip 
apart  a  12-page  fax  knows  the  value  ( 
an  automatic  paper  cutter,  a  feature 
found  in  all  but  entry-level  machines 
And  multiple-page  memory  —  the 
ability  to  store  incoming  messages 
when  the  machine  runs  out  of  paper 
—  similarly  can  prove  invaluable 
when  il  saves  a  crucial  messagi  I n >m 
disappearing  into  the  fax 
netherworld.  ■ 


Martin  Levine  has  written  about  computers 
and  high-technology  l<>r  national  consume 
and  business  publications  over  the  fiast 
12  years.  He  is  the  former  editor  oj 
Consumer  Electronics  magazine. 
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Better 

Windows 


olve  memory  problems 

JEMM  38b  makes  the  most  of 
•ry  last  'K'.  DESQview  uses  that 
mory  to  run  multiple  programs. 


Multitask 

multiple  programs  side-by-side 
indows.  'Background'  programs 
can  continue  to  run 


See  text  and  graphics 
side-by-side 

ence  information  in  your  graphics 
gram  while  writing  your  report. 


in  Windows  programs 

•ESQview  even  lets  you  run 
Microsoft  Windows. 


Easy  menu  access  to  programs 
and  DOS  services 

Access  programs  or  DOS  in  a  window 
with  just  a  few  keystrokes  or  mouse 
clicks.  It's  that  simple. 

See  multiple  files 

If  your  programs  allow  it,  DESQview  lets 

you  run  the  same  program  in  two  or 
more  windows.  Great  for  comparing  files 


Cut  and  paste  data 

Transfer  data  between  programs 
with  a  few  keystrokes. 


Handle  large  programs 

Run  standard  DOS  programs  side-by- 
side  with  DOS-extended  programs  like 
1-2-3  Release  3. 


DESQview.  The  Multitasking,  Windowing  Environment. 


I  the  power  user's  secret, 
^view  has  been  discovered  by 
:>uter  knowledgeable  people 
/where.  Over  1,000,000  people 
bought  DESQview. 
/lultitasking;  windowing,  using  keyboard  or  mouse  commands, 

II  easy  with  DESQview. 

)ESQview  386  2.3  lets  you  use  your  favorite  DOS  and  DOS- 
tded  programs  in  windows  side-by-side  on  386SX,  80386  and 
PCs.  As  you  can  see  above,  you  can  even  run  Microsoft  Windows 


within  DESQview. 

DESQview  2.3  gives  I 
and  286  PCs  with  additional  memory 
most  of  the  same  capabilities  with  sur- 
prisingly little  performance  trade-off. 
Whatever  programs  you  use— DOS,  extended  DOS  or 
Windows— and  whatever  hardware  you  have,  whether  8088  or  i486 
or  something  in  between,  DESQview  is  still  the  best  way  to  get  the 
most  out  of  the  hardware  and  software  you  own  today. 
DESQview.  When  vou  look  into  it,  it's  the  obvious  choice. 


Quarterdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (213)  392-9851  Fax  (213)  399-3802 


It's  really  quite  easy.  Just  look  for  PCs  that 
ive  a  genuine  Intel  microprocessor  inside. 
therthelntel386,™  Intel386SX,  Intel386SL, 
tel486™  or  Intel486  SX  microprocessor. 

Intel  is  the  world's  leader  in  micropro- 
ssor  design  and  development.  In  fact,  Intel 
troduced  the  very  first  microprocessor.  So  with 
tel  inside,  you  know  you've  got  unquestioned 
>mpatibility  and  unparalleled  quality.  And  you'll 


know  you're  getting  the  very  best  PC  technology. 

So  look  for  the  Intel  Inside  symbol  on  ads  for 
leading  PCs.  Or  call  800-548-4725  for  more  informa- 
.  It'll  show  you've  got  an  eye  for  spotting  the  best. 

The  Computer  Inside.™ 


1386,  Intel486  and  the  Intel  Inside  logo  are  trademarks  of  Intel  Corporation.  All  rights  reserved.  ©1991  Intel  Corporation. 


GOT  A  BEEF? 

CALL  IN  A  PEACEMAKER 


R 


udy  Rosenthal  had  a 
lemon  on  his  hands.  In 
■two  years,  his  1989 
Chevrolet  Cavalier  spent  71 
days  in  the  shop.  The  engine 
kept  conking  out,  the  trans- 
mission didn't  shift  properly, 
and  the  trunk  leaked.  Unable 
to  get  the  dealer  or  manufac- 
turer to  fix  the  problems,  Ro- 
senthal contacted  his  local 
Better  Business  Bureau, 
which  arranged  an  arbitration 
hearing  with  Chevrolet.  After 
driving  the  car,  the  arbitrator 
promptly  ordered  the  compa- 
ny to  give  Rosenthal  a  new- 
Cavalier.  "Arbitration  was  the 
perfect  solution,"  the  Pacifica 
(Calif.)  resident  says. 

Arbitration  and  mediation 
have  been  used  for  years  in 
commercial  and  labor  dis- 
putes. In  the  1980s,  they  be- 
came popular  in  the  securities 
industry.  Now,  they're  set- 
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tling  consumer  battles  with  a 
host  of  professionals,  includ- 
ing doctors,  insurers,  realtors, 
and  home  remodelers.  With 
clogged  courts  and  soaring  le- 
gal costs,  such  "alternative 
dispute  resolution"  (ADR)  can 
be  cheaper,  quicker,  and  more 
effective  than  suing. 

Consumers  lay  the  ground- 
work by  signing  ADR  agree- 
ments either  at  the  time  they 


contract  for  professional  ser- 
vices or  after  a  dispute  arises. 
These  clauses,  which  stipulate 
third-party  referees,  restrict 
or  eliminate  the  right  to  sue. 
So  they  may  not  be  for  people 
who  prefer  to  take  their 
chances  before  a  jury. 

In  most  cases,  one  side 
can't  force  the  other  into  me- 
diation or  arbitration.  Still, 
there  is  growing  pressure  for 


WHERE  TO  FIND  A  REFEREE 

AMERICAN  ARBITRATION  ASSN.  212  484-4000  New  York-based  nonprofit 
has  offices  in  most  major  cities.  Handles  personal  injury,  real  estate,  home 
construction/ remodeling,  securities,  and  other  disputes 

JUDICATE  800  631-9900  Philadelphia  firm  handles  cases  in  all  50  states. 
Emphasizes  mediation;  handles  many  insurance  cases 

JUDICIAL  ARBITRATION  &  MEDIATION  SERVICES  800  350-5267  Based  in 
Orange,  Calif.,  firm's  cases  include  construction,  banking,  wrongful  termina- 
tion disputes.  Offices  in  California,  Dallas,  Houston,  Seattle;  more  planned 

U.S.  ARBITRATION  &  MEDIATION  800  933-6348  Specialties  include  insurance, 
medical,  auto  disputes.  Seattle-based  firm  has  42  U.  S.  offices 


fa 


consumers  to  settle  dispul 
this  way.  Auto  and  homeov 
er's  insurance  carriers 
creasingly  steer  argumeik 
over  claims  into  mediatiiti, 
and  arbitration.  The  Nation 
Association  of  Realtors  is  rj 
ommending  mediation  claus 
in   home-purchase  contrac 
In  California,   more  doctcjj 
are  following  the  lead  of  K 
ser  Foundation  Health  Pk ; 
the  giant  health  maintenan 
organization   that   has  be 
settling    patient  disput 
through  its  own  arbitrati  pa 
system  since  the  mid-1970s 
expert  help.  When  agreeii 
to  ADR,  consumers  shou 
generally  try  the  less  adv< 
sarial  mediation  first.  The  n 
diator  simply  helps  both  sid  ifi 
work  out  a  solution.  If  no  si 
tlement  is  reached,  the  cc 
sumer  can  still  sue,  or  ent 
arbitration.   An  arbitrat 


evidence  and  renders  a 
lg  judgment,  leaving  lit- 
•  no  ground  for  a  court 
fl. 

S  American  Arbitration 

,  which  has  offices  in 

major  cities,  runs  the 
mown  ADR  system.  It 
•es  a  minimum  filing  fee 
[)0.  The  AAA  draws  from 
.1  of  57,000  trained  arbi- 
-s  who  come  from  many 
,  including  law,  business, 
eering,  and  contracting, 
minimize    bias,  AAA 

each  party  in  the  dis- 

a  list  of  five  arbitrator 
dates  and  their  biogra- 
.  Each  side  can  strike 
unacceptable  names  and 
the  remaining  choices.  In 

that  involve  $100,000  or 
,  AAA  usually  assigns 

arbitrators.  An  AAA  ar- 
;or's  time  is  often  free 
he  first  day.  After  that, 
;wo  sides  split  costs  of 
t  $200  to  $600  a  day. 
r  simpler  cases,  such  as  a 

roof,  check  your  local 
Or  call  the  bbb's  toll-free 

LINE  (800  955-5100)  for 
isputes.  The  bureau  usu- 
tries  to  mediate  before 
inting  an  arbitrator.  BBB 

volunteers,  whose  ser- 

are  free. 

business.  Some  2,000 
ianies  do  a  big  business 
ttling  disputes.  They  use 
ers  or  retired  judges  as 
■ees,  typically  charging 

side  $50  to  $150  an  hour, 
can  also  find  local  attor- 

or  companies  who  prac- 
vdr  by  looking  under  "ar- 
tion"  or  "mediation"  in 
/ellow  pages.  Or  you  can 
i  directory  of  ADR  organi- 
ns  by  writing  or  calling 
\merican  Bar  Association 
ding  Committee  on  Dis- 

Resolution,  1800  M  St. 
r.,  Suite  290  N,  Washing- 
D.  C.  20036  (202  331-2258). 
booklet  costs  $38.99  with 
ring.  The  aba  will  send 
iages  for  your  city  free  of 

ring  a  lawyer  to  repre- 
you  may  defeat  one  of 
main  draws  of  ADR:  the 
ively  low  cost.  But  it  may 
dvisable  if  there  is  a  siz- 
sum  of  money  at  stake,  if 
iase  is  complex,  or  if  the 
r  side  shows  up  with  le- 
:ounsel.  Maria  Shao 


Travel 


PAY  NOW,  TRAVEL  LATER, 
SAVE  A  BUNDLE 


w 


;eep  dis-  . 
>n't  al-  / 
ds  or  £ 
iges.  m 
ivel  m 


hen  Jeffrey  Grover 
planned  a  week- 
long  trip  to  San 
Diego  for  his  family  last 
month,  the  Atlanta  research 
scientist  bagged  a  neat  54% 
savings  on  room  rates  at  a 
Marriott  Hotel.  But  there  was 
a  catch:  Reservations  had  to 
be  paid  21  days  in  advance 
and  were  nonrefundable. 
"Usually  when  I  take  a  vaca- 
tion, work  demands  come  up 
that  make  me  push  it  back  a 
day  or  two,"  says  Grover. 
"But  not  this  time.  With  the 
nonrefundable  hotel,  I  knew  I 
had  to  stick  to  my  plans." 

Travelers  such  as  Gro- 
ver   became  accus- 
tomed long  ago  to  re- 
stricted airline  tickets 
that  offer  steep  dis 
counts  but  do 
low  any  refund 
itinerary  change 
Now,  other  travel 
providers  are  roll- 
ing out  discounts 
for  those  custom 
ers  who  are  able  to 
plan — and  sometimes 
pay — far  in  advance. 

Since   early  July, 
Marriott  has  offered 
nonrefundable  ad- 
vance-purchase rates 
at  192  hotels  and  re- 
sorts in  North  Ameri- 
ca, the  Caribbean, 
and  Hawaii.  Its  best 
discounts  run  60% 
below  full  room 
rates  with  a  21- 
day  advance  pur- 
chase. A  slightly 
higher  nonrefund- 
able rate,  about  $10 
more  per  night,  re- 
quires a  14-day  advance 
reservation. 

ill  will.  That  can  mean  sub- 
stantial savings  not  only  for 
vacationers  but  also  for  busi- 
ness travelers  who  schedule 
trips  to  conventions  or  trade 
shows.  The  Minneapolis  Mar- 
riott City  Center,  for  example, 
recently  offered  a  21-day  ad- 
vance rate  of  $89—42%  below 


the  regular  $154  weekday 
rate. 

Rival  chains,  aware  of  the 
ill  will  generated  when  cus- 
tomers must  pay  for  services 
they  can't  use,  are  not  jump- 
ing on  the  bandwagon  yet. 
"We've  all  been  trained  by 
the  airlines  to  book  that  way, 
but  advance  purchase  is  not 
something  the  consumer 
wants  or  likes,"  argues  Geof 
Rochester,  vice-president  for 
consumer  marketing  at  Radis- 
son  Hotels  International. 

Still,  the  concept  is  spread- 
ing. Europe-bound  travelers 
can  get  a  big  break  from  Bud- 


arriott's  best 
discounts  run  60% 
below  full  room 
rates  with  a  21-day 
advance  purchase 


get  Rent-A-Car  on  a  week's 
rental  by  buying  a  prepaid 
voucher  at  least  seven  days 
before  they  leave  the  U.  S. 
Prepaid  rental  of  a  Budget 
economy  car  at  London's 
Heathrow  Airport  costs  $243 
a  week.  That's  29%  less  than 
the  $343  regular  rate. 

Those  who  travel  by  water 
can  find  deals,  too.  Cruise 
passengers  who  book  six 
months  in  advance  can  save 
$400  to  $1,200  per  person  on 
the  price  of  a  seven-day  Carib- 
bean cruise.  "That's  often  a 
better  discount  than  the  last- 
minute  cruise  deals  some  peo- 
ple wait  for,"  explains  Law- 
rence Fishkin,  president  of 
Cruise  Line  Inc.  in  Miami. 
BY  the  BOOK.  Even  airlines 
are  coming  out  with  new  ad- 
vance-planning bargains.  Co- 
mair  is  selling  nonrefundable 
discount  ticket  books  for 
weekend  and  Monday- 
morning  service  to  48 
cities  through  both  its 
Cincinnati  and  Orlan- 
do hubs.  The  four- 
coupon  books  cost 
$200,  with  one 
coupon  good  for 
each  segment 
flown. 

United  Airlines 
offers   the  ulti- 
mate advance-pur- 
chase deal.  United 
Pass  Plus  provides 
two  years  of  domes- 
tic coach  travel  for  a 
flat,  nonrefundable 
$16,000  and  five  years 
for   $35,000.  Pass- 
holders  can  fly  up  to 
25,000  miles  a  year 
with  almost  no  res- 
ervation restric- 
tions.   For  the 
five-year  pass, 
that  comes  out  to 
28<t  a  mile  vs.  91$ 
a  mile  for  the  regu- 
lar $625  roundtrip 
fare  between  Chicago 
and  Minneapolis.  All  pass- 
holders  get  six  free  upgrades 
and  membership  to  the  air- 
line's club. 

Serious  travelers  can  buy 
United's  lifetime  travel  pass 
for  $85,000  or  less,  depending 
on  the  purchaser's  age.  But 
before  you  buy  that,  you'd 
better  be  sure  that  your  plans 
won't  change.  Jim  Ellis 


AL  BUSINESS 


BUSINESS  WEEK/SEPTEMBER  23,  1991  123 


Ml  *. 


FOR  RESERVATIONS.  CALL  1-800-424-2900 


(rt  (jm+Qudirifo^ 


Guest  Quarters 

SUITE  HOTELS 


FIRST-CLASS  SERVICE.  WITH  THE  ROOM  TO  ENJOY  IT. 


Personal  Business 


WHAT  A  BIMMER:  BMW'S  325i  IS  QUIET,  POISED,  AND  NIMBLE 


Autos 


A  BAVARIAN  BEAUTY 
WITH  ROOM  AND  VROOM 


For  a  good  time,  make  a 
date  with  BMW's  1992 
325i  sedan.  The  sporty 
Bavarian  combines  winsome 
appearance  and  athletic  agil- 
ity with  the  kind  of  ease  and 
comfort  that  make  life  togeth- 
er a  joy. 

The  325i,  new  from  top  to 
bottom,  is  a  vast  improvement 
over  its  predecessor.  The 
boxy  look  has  given  way  to  a 
swoopier  design  that  goes 
from  a  sloping  hood  and  wind- 
shield to  a  stubby,  high  rear 
deck.  The  car  is  wider,  longer, 
and  packs  13'  '  more  horses — 
189,  to  be  precise.  Fuel  econo- 
my, at  about  23  miles  per  gal- 
lon, is  better,  too. 
getting  A  grip.  While  it's  not 
the  quickest  auto  on  the  road, 
driving  it  is  certainly  a  rush. 
A  multivalve  2.5-liter,  six-cyl- 
inder engine  whisks  the  325i 
to  60  mph  in  eight  seconds. 
The  car  whips  through  hard 
turns  with  superior  balance 
and  poise. 

Best  of  all,  BMW  engineers 
banished  the  harsh  ride  that 
so  often  plagues  sporty  se- 
dans. But  they  retained  the 
sensitive  steering  that  tele- 
graphs how  well  the  tires  are 
gripping  the  road.  The  325i  is 
a  quiet  car  to  boot — except 
for  the  pleasant,  throaty 
growl  when  you  punch  the 
throttle. 

There's  lots  of  room  inside, 
both  front  and  rear — even  for 


tall  passengers.  The  comfy, 
supportive  driver's  seat  ac- 
commodates any  frame  with  a 
quick  pull  on  one  of  three  le- 
vers. The  instrument  pod 
sports  large,  round,  easy-to- 
read  dials. 

soft  lights.  Cluttered  cli- 
mate controls  are  the  one  dis- 
appointment. The  indicator 
lights  for  the  air  conditioner, 
defroster,  and  air  recircula- 
tion are  so  tiny  and  dim  that 
they're  invisible  on  a  sunny 
day.  The  system  does  boast 
a  neat  feature:  individual 
right-  and  left-side  tempera- 
ture controls. 

The  new  Bimmer  is  so  well 
thought  out  that  it  handily 
zips  past  the  ever-growing 
pack  of  midlevel  Japanese 
sport  sedans.  For  instance,  it 
outromps  the  gadget-packed, 
$26,000  Mitsubishi  Diamante 
LS,  which  takes  a  full  second 
more  to  get  to  highway  speed. 
And  in  tight  corners,  the  325i 
is  nimbler  than  Acura's  new 
five-cvlinder  Vigor,  which 
starts  "at  823,000. 

That  extra  bit  of  German 
refinement  will  cost  you, 
though.  The  base  price,  in- 
cluding transport  fee,  comes 
to  828,365.  Add  options  such 
as  an  automatic  transmission 
and  heated,  leather-covered 
seats,  and  the  tab  can  hit 
832,130.  But  a  spin  around  the 
block  will  convince  you  it's 
worth  it.         David  Woodruff 


Smart  Money 

SURE,  GINNIES  LOOK  ROSY— 
BUT  WATCH  OUT  FOR  THORNS 


Low  interest  rates  have 
savers  itching  to  abandon 
the  safety  of  certificates  of 
deposit  and  money-market 
funds,  but  many  are  leery  of 
taking  on  risk.  So  imagine 
their  reaction  when  they 
hear  "credit  safety,"  '"guar- 
anteed," and  "8%  to  9% 
yields"  all  in  the  same 
breath.  That's  the  lure  of 
Ginnie  Mae  funds — bond 
funds  that  invest  in  mort- 
gage securities  backed  by 
the  Government  National 
Mortgage  Assn.  (GNMA).  But 
Ginnies  have  other  risks. 

Almost  all  bond  funds  are 
vulnerable  to  rising  interest 
rates,  which  hurt  the  funds' 
net  asset  value,  or  share 
price.  But  for  Ginnies,  falling 
rates  can  be  a  problem, 
too.  If  mortgage  rates 
drop  two  or  more  points, 
homeowners  tend  to  pre- 
pay and  refinance  mort- 
gages, returning  princi- 
pal to  the  fund  early. 
The  fund  will  most  likely 
have  to  invest  that  mon- 
ey at  lower  rates,  deflat- 
ing yield. 

The  last  big  refinanc- 
ing wave  was  in  1986 
and  1987,  when  mort- 
gage rates  were  at  about 
today's  levels.  Fund 
yields  slumped,  and  in- 
vestors bailed  out,  tak- 
ing losses.  "Ginnie  Maes 
have  proved  to  be  good  in- 
vestments," says  Don  Phil- 
lips, publisher  of  Morning- 
star  Mutual  Funds.  "But 
for  people  who  panicked  and 
got  out  in  1987,  they  were 
very  bad." 

surprise.  Fund  managers 
expect  some  prepayments, 
but  they  stress  that  the  risk 
is  not  as  great  today,  in 
large  part  because  many 
high-rate  mortgages  have  al- 
ready been  refinanced.  The 
bigger  concern  is  rising  in- 
terest rates.  Says  David 
Glen,  portfolio  manager  for 
Scudder's  GNMA  fund:  "If 


rates  go  up  significantlj 
people  who  switched  monq 
from  CDs  into  Ginnie 
funds  may  be  in  for  a  su 
prise."  If  interest  rates  wel 
to  rise  one  point  in  a  shop 
time,  Glen  figures  the  shaj 
price  of  his  fund  would  drq 
4%  to  5%. 

The  funds  have  to  invel 
at  least  Q5%  of  their  assets  I 
Ginnie  Maes,  but  they  pa 
ways  after  that.  "Purd 
funds,  such  as  Fidelity's  Gu 
nie  Mae  Portfolio,  hold  Gi| 
nie  Mae  securities  almost 
clusively,  albeit  focusing 
different  coupons.  Other 
like  Federated's  GNMA  fur 
mix  in  other  securities,  su<j 
as  bonds  from  other  gover 
ment  agencies  and  collater 


HIGH  RETURNS 
FROM  GINNIE  MAES 


Fund  name 


Total 
return" 


Current! 
yield! 


SMITH  BARNEY 
U.  S.  GOVERNMENT 
SECURITIES  15.49%  8.26%| 

KEMPER 

U.  S.  GOVERNMENT 

SECURITIES  15.40  7.58 

VANGUARD  GNMA"  15.14  8.38 

LEXINGTON  GNMA"  14  99  7  97 

FEDERATED  GNMA"  14.98  8  29 


for  year  ended  Aug .  31,  1 99 1 
'*  No-lood  funds 
DATA  UPPER  ANALYTICAL  SECURITIES  CORP  .  BW 


ized  mortgage  obligatioi 
(CMOsi.  Most  funds  put  son 
money  in  U.  S.  Treasurie 
That  dampens  volatility  b 
shaves  off  yield. 

Fund  managers  sugge 
using  dollar-cost-averagin 
where  you  invest  a  bit  at 
time  so  you  don't  buy  in  at 
peak.  Minimum  investmen 
often  start  at  $1,000 
$2,500  but  can  be  as  high 
825,000.  If  you  call  a  broke 
you'll  pay  a  sales  charge 
4%  to  5%.  But  there  a 
many  good  no-load  fum 
with  management  fees 
about  .5%.    Suzanne  Wooll 
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he  No.  1  Eax  In  America. 
)  Be  Your  No.l  Consideration? 


Today,  new  business  needs  demand  new 
thinking  about  fax  technology.  Sharp 
Thinking.  It's  why  of  over  70  brands, 
Sharp  has  sold  more  fax  machines  than 
any  other  company  in  America. 
Sharp  Thinking  made  the  world's 
t  desktop  full  color  fax  a  reality.  And 
created  affordable  plain  paper  laser  fax 
machines  that  produce  documents 
of  unsurpassed  quality.  That 
same  innovative  thinking  is  built 
ito  every  Sharp  fax. 
With  more  Sharp  fax  machines  in 
across  the  country,  you're  more 
likely  to  connect  to  a  Sharp  fax.  In 
most  cases  that  gets  you  faster  trans- 
mission speeds  and  saves  you  money  on 
telephone  line  charges.  Don't  be  fooled 
by  competitive  claims.  When  you're 
thinking  fax,  you  would  be  smart  to 
th 


ink  Sharp. 
To  learn  more  about  the  nunffber 
one  selling  line  of  fax  machinesfcall 
1-800-BE-SHARR 


from  sharp  Minds 
come  sharp  products 


It 


Personal  Business 


Food 


DINING  OUT  AT 

GASTRONOMY 

UNIVERSITY 

An  ice  sculpture  gleams 
over  the  buffet,  fresh 
flowers  grace  the  ta- 
ble, and  a  busboy  refills  your 
water  goblet  after  every  sip. 
Crayfish  bisque,  one  of  your 
favorites,  is  on  the  menu.  But 
when  the  soup  arrives,  you 
cringe.  A  steamed  crayfish, 
its  long  feelers  trembling,  sits 
on  the  rim  of  your  bowl  like  a 
giant  cockroach. 

Such  are  the  surprises  of 
cooking-school  dining.  Most 
culinary  academies  operate 
restaurants  where  students 


do  the  cooking  and  serving. 
These  eateries  can  be  a  bar- 
gain, offering  opulent  meals 
at  low  prices.  The  trade-off  is 
that  you're  a  guinea  pig  for 
the  kitchen's  mad  scientists. 
burgundy  blush.  The  vener- 
able Culinary  Institute  of 
America  in  Hyde  Park,  N.  Y., 
is  truly  campus-like,  with 
some  2,000  students  running 
around  in  chef's  whites.  Its 
four  restaurants  are  booked 
well  in  advance  (914  471-6608), 
and  each  has  a  specialty:  The 
Escoffier  for  classical  French 
cuisine,  Caterina  de  Medici  for 
Italian,  The  American  Bounty 
for  regional  U.  S.  dishes,  and 


FINAL  EXAMS  Students  cook  and  serve  at  the  California 
Culinary  Academy's  Careme  Room  in  San  Francisco  (top  and  left) 
and  the  French  Culinary  Institute 's  L  'Ecole  in  New  York 


St.  Andrew's  Cafe  for  low-fat, 
high-fiber  gourmet  meals. 

We  dined  at  St.  Andrew's, 
where  our  wine  captain 
steered  us  to  a  good  Fume 
Blanc  and  blushed  a  deep  bur- 
gundy when  I  pointed  out 
that  I'd  been  given  a  lunch 
menu.  Excellent  salads  pre- 
ceded disappointing  entrees:  a 
poorly  seasoned  tenderloin, 
and  grilled  salmon  in  a  cloy- 
ing dill  sauce.  Dinner  for  two 
without  dessert  cost  $75. 

The  smaller  and  newer  Cali- 
fornia Culinary  Academy  in 
San  Francisco  runs  three  res- 
taurants, the  most  formal  of 
which  is  the  Careme  Room 
(415  771-3536).  Here,  you  can 
see — and  hear — the  activity  in 
the  glass-enclosed  kitchen 
above  the  dining  room.  The 
Careme  serves  a  buffet  every 
Friday  night,  where  all  you 
can  eat  costs  just  $25.95  per 
person.  Our  taster  raved  over 
the  pasta  with  basil  and  ver- 


mouth and  was  tempted  to 
gorge  at  the  grill  station.  She 
reported  "divine"  cakes.  With 
a  repertoire  of  more  than  50 
items,  goofs  are  inevitable. 
But  the  Careme  delivers  a  lot 
of  grub  for  your  green. 
super  tuna.  For  attitude-in- 
training,  you  can't  beat  L' 
Ecole,  the  French  Culinary  In- 
stitute's restaurant  in  Man- 
hattan's trendy  SoHo  (212 
219-3300).  The  maitre  d', 
dressed  in  downtown  black 
with  the  requisite  ponytail, 
helped  us  choose  several  ex- 
cellent wines  by  the  glass. 
Fresh  and  delicate  first 
courses  included  asparagus 
vinaigrette  and  watercress 
soup.  Grilled  tuna  was  moist 
and  perfectly  cooked,  but  the 
brown  gravy  for  my  medal- 
lion of  lamb  was  bland.  Gor- 
geous desserts  included  fluffy 
profiteroles  and  a  trio  of 
sorbets.  Service  was  slow, 
and  our  bill  for  two  came  to 


$95 — the  price  of  attitnj, 
A  very  different  L'Ecolej 
run  by  the  Baltimore  Inter- 
tional  Culinary  College  n<r 
Inner  Harbor.  Open  for  lurji 
only,  L'Ecole  (301  752-14:) 
features  a  regular  menu  wi 
such  staples  as  sesame  chiwrf 
en  salad  and  Reuben  sare'f 
wiches,  plus  ethnic  specially 
that  change  weekly,  mk 
much    attitude    here— alia 
nothing  on  the  regular  meili 
costs  more  than  $6. 

Another  spot  that's  low* 
pretension  and  high  on  vaj  ; 
is  J.  Wales  in  Warwick,  R., 
one  of  three  eateries  run  m 
the  formidable  Johnson  \  i 
Wales  University  in  Pro- 1 
dence  (401  732-3663).  J.  Wa 
aims  to  please  the  avers  \  I 
American  palate  and  wali:p 
Dinner  for  two   with  wpja 
runs  about  $60.  The  menu  | 
lies  on  such  standards  as  st  - 
and turf  and  baked  scrt 
Desserts  got  the  most  praitfc 
fresh  blueberry  shortcake  ajfc 
cheesecake  with  orange  pe  ; 

At  The  New  England  CiL 
nary  Institute,  based  in  Mo1-;; 
pelier,  Vt.,  Wolfgang  Pu:; 
wannabes  strut  their  stuff p" 
four  attractive,  low-key  rf8;; 
taurants.  And  the  little  H- 
teer  Dining  Room  in  Philadr 
phia,  run  by  students  i> 
Pennsylvania  State  Univei 
ty's  hospitality-managem^*'' 
program,  is  booked  six  wee> 
in  advance.  There's  no  k 
menu- — you  may  get  anythi; 
from  blinis  to  roast  duck 
and  a  meal  is  only  $11.  Su>»^ 
potluck  gets  high  marks:  Tj 
university   president   is  i  ' 
regular.  Joan  Wart\\^ 


Worth  Noting 

■  passport  alert.  Need 
passport  or  a  renewal?  A 
ply  before  Nov.  1,  when  tl 
$35  adult's  fee  jumps  to  %i 
and  the  $20  child's  fee  got 
to  $30.  Call  202  647-0518  f(  . 
recorded  data  on  procedure 

■  BETTER  IRS  ODDS.  The  li  t< 

nal  Revenue  Service  audit€ 
less  than  1%  of  all  individu: « 
tax  returns  last  year.  Thos 
with  the  greatest  chance  ( 
being  audited  filed  a  Schei  . 
ule  C  with  their  regular  r<  ' 
turn  that  showed  busines 
sales  over  $100,000. 
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A  Great  Deal  for  Business  Week  Readers. 


Choose 
Any 


5™  BOOK 

FREE 


3718P  $17.95 
Sottcover 

30051     $22  95 


Quality  Books,  Dependable  Service 

s  a  Business  Week  Book  Club  member,  you'll  save  up  to  50%  off  the 

ublisher's  prices  on  a  wide  selection  of  quality  books  carefully  chosen  to  meet 
Dur  needs.  Every  3  or  4  weeks,  members  receive  the  Club  bulletin,  together 
ith  a  dated  Reply  Card.  If  you  want  the  Main  Selection,  do  nothing— it  will  be 
lipped  to  you  automatically.  If  you  want  another  selection,  or  no  book  at  all, 
jsi  indicate  your  choice  on  the  Reply  Card  and  return  it  by  the  date  specified, 
ou'll  always  have  at  least  1 0  full  days  to  decide.  If  the  Club  Bulletin  ever  arrives 
,te  and  you  receive  a  Mam  Selection  you  don't  want,  return  it  for  credit  at  our 
xpense. 

ig  Savings  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  every 
00k  you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan,  which 
lows  you  savings  of  up  to  80%  off  the  publisher's  price. 

asy  Terms.  Your  only  obligation  is  to  buy  two  more  books  at  regular  Club  prices 
uring  your  first  12  months  of  membership,  after  which  you  enjoy  the  benefits 
I  membership  with  no  further  obligation. 

Our  Guarantee. . .  If,  because  of  late  delivery  of  the  bulletin,  you  receive 
a  Main  Selection  you  don't  want  you  can  always  return  it  at  our  expense. 
In  fact,  if  any  selection  ever  fails  to  meet  your  expectations,  you  can  return 
it  for  a  complete  refund ...  no  questions  asked. 


BusinessWeek 


Blue  Ridge  Summit,  PA  17294-0795 

O  YES!  Rush  me  the  following  titles,  billing  me  just  $4.97  (plus  shipping/handling 
&  tax),  and  enroll  me  as  a  member  of  the  Business  Week  Book  Club. 

Code  §  of  my  4  books  for  $4.97 


Code  #  of  my  FREE  book 

I  agree  to  purchase  just  two  more  selections  during  my  first  year  of  membership 
as  outlined  under  the  Club  plan  described  in  this  ad.  A  shipping/handling  charge, 
and  local  tax  is  added  to  each  shipment.  Membership  in  the  Club  may  be 
cancelled  by  the  Club  or  me  any  time  after  the  two  book  purchase  has  been 
fulfilled. 


Name. 


Initial  Here . 


Address/Apt  #  - 

City/State/Zip   

All  books  hardcover  unless  otherwise  noted  Publishers'  prices  shown  Offer  valid  tor  new  members  only, 
subject  to  acceptance  by  McGraw -Hill  Foreign  customers  must  remit  in  U  S  funds  drawn  on  U  S  banks. 
subject  to  special  conditions  S8R991C 


TOKYU  HOTELS  JAPAN 


The  Heart 
of 

the  Matter 


They  say  "the  way  to  a  man  s  heart  is 

through  his  stomach." 

Whether  you're  a  gourmet  or  gourmand; 
if  you  like  rich  French,  succulent  Chinese, 
or  fresh  Japanese  cuisine,  or,  on  the  other 
hand,  if  you  are  on  a  no  salt,  low  sugar  or 
vegetarian  diet,  you'll  delight  in  the  tasty 
menus  prepared  hy  Executive  Chef  Karl 
Hoermann.  Karl,  who  learned  his  trade 
in  Salzburg,  and  perfected  his  skills  in  five- 
star  establishments  all  over  Europe,  now 
runs  the  best  hotel  restaurants  in  Tokyo. 
At  the  Tokyu  Hotels'  flagship,  the  Capitol 
Tokyu!  His  dishes  are  fit  for  royal  ban- 
quets, business  lunches,  family  dinners  as 
well  as  for  weight-watching  fashion  mod- 
els. Karl  gets  to  the  heart  of  the  matter. 


CAPITOL  TOKYU 


10-3,  Nagata-cho.  2-chome,  Chiyoda-ku.  Tokyo  JAPAN 
Tel  (03)  3581-4511,  Telex  2223605  THCCAP  J 


Sales  Offices:  New  York  800-822-0016. 

Los  Angeles  800-624  5068, 

London  071-493-2585,  Tokyo  03-3264  4436 

Distinguished  Hotels/Robert  F,  Warner,  Inc. 

for  the  Capitol  Tokyu  and  Kyoto  Tokyu, 

Utell  International  for  all  Tokyu  Hotels 

Delton  Reservations  Offices 
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MMENTARY 

eek  of  jitters  and  light  trading 
ie  financial  markets,  with  tn- 
;ors  uncertain  about  corporate 
nings  and  prospects  for  eco- 
lie  growth.  The  Dow  Jones  in- 
trial  average  fell  1  5  points  on 
t.  10  to  close  at  2982,  in  the 
below-3000  close  since  Aug. 
Traders  were  apprehensive 
ut  the  direction  of  short-term 
rest  rates.  Program  trading 
tributed  to  the  decline.  One 
(ht  spot:  health  care  compa- 
,.  Biotechnology  mutual  funds 
the  list  of  top  gainers  over 
i  the  long  and  short-term. 


STOCKS 

Sept  Mar 


Sept      Sept  511 


BONDS 

Sept-  Mar 


Sept      Sept  5-11 


THE  DOLLAR 

Sept.  Mar. 


Sept      Sept.  4-1 1 


ill 


52-week  change 
+  19.4% 


Lehman  Brothers 
Treasury  Index 


I  16C 

1349  95 


= 


J. P.  Morgan 
Index 


1  -week  change 
-1.3% 


52-week  < 
+8.6% 


1-week  change 
+0.4% 


52-week  < 
+2.3% 


1-week  change 

-1.3% 


IARKET  ANALYSIS 

5.  STOCKS 

latest 

%  change 
Week  52-week 

latest 

Week  ago 

Year  ago 

V  10NES  INDUSTRIALS 
COMPANIES  (Russell  1000) 
ILL  COMPANIES  (Russell  2000) 
COMPANIES  (Russell  3000) 

2987.0 
201.8 
176.1 
214  5 

0.7 
-1.2 
-0.7 
-1.2 

13.8 
20.9 
25.9 
212 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

5  39% 
8.02% 
3.2% 
19.7 

5.49% 
8.06% 
3.1% 
20.0 

7  6% 
9.0% 
3.6% 
15.1 

REIGN  STOCKS 

Latest 

%  change  (local 
Week 

currency) 
52-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

380.7 
49.3% 
0.45 
2.51 

380.2 
54.6% 
0.51 
2  56 

Positive 
Neutral 
Positive 
Negative 

DON  (FINANCIAL  TIMES  100) 
TO  (NIKKEI  INDEX) 
ONTO  (TSE  COMPOSITE) 

2626.6 
22,504.8 
3428.8 

-1.4 
0.5 
-1.7 

22.3 
-10.8 
4  8 

NDUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

JB  WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

0MMUNICATI0NS  EQUIPMENT 

7.0 

57  6 

NORTHERN  TELECOM 

8  1 

69.3 

40 

HOES 

4.8 

74.4 

GENESCO 

1  1.1 

56.3 

6  Vi 

IFE  INSURANCE 

4.5 

17.7 

JEFFERSON  PILOT 

7  0 

30.5 

49  % 

TEEL 

3.9 

14.9 

ARMCO 

1  1.8 

-22.4 

4  % 

ERSONAl  LOANS 

2.8 

56.9 

HOUSEHOLD  INTERNATIONAL 

4.0 

73  9 

59  Vs 

JR  WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

PECIALTY  APPAREL  RETAILERS 

-12.3 

94  7 

LIMITED 

-19.2 

58  4 

24  3A 

IRLINES 

-10.5 

18.3 

DELTA  AIR  LINES 

-1 1.8 

15.7 

63  5/s 

AVINGS  AND  LOANS 

-8.3 

25.5 

GREAT  WESTERN  FINANCIAL 

-14.1 

23.9 

17  Vi 

0LLUTION  CONTROL 

-7.6 

-14.0 

BROWNING-FERRIS 

-26.4 

-45  3 

20  Vi 

EFENSE  ELECTRONICS 

-7.1 

24.4 

LORAL 

-12.9 

32  0 

38  Vs 

HUTUAL  FUNDS 

IDERS 

-week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

IPPENHEIMER  GLOBAL  BIO-TECH 
ARNEGIE-CAPPIELLO  EMERGING  GROWTH 
IARTWELL  EMERGING  GROWTH 

15.2 
8.7 
7  0 

UNITED  SERVICES  GOLD  SHARES 
STRATEGIC  INVESTMENTS 
FINANCIAL  STRATEGIC  GOLD 

-10.6 

-9.6 
-7.7 

reek  total  return 

% 

52-week  total  return 

% 

IPPENHEIMER  GLOBAL  BIO-TECH 
IDELITY  SELECT  BIOTECHNOLOGY 
GM  CAPITAL  DEVELOPMENT 

87.7 
76.9 
73.1 

STRATEGIC  SILVER 
STRATEGIC  GOLD/MINERALS 
STRATEGIC  INVESTMENTS 

-32.0 
-28.9 
-28.2 

MORNINGSTAR  INC. 


4-week  total  return 


Average  fund 
52-week  total  return 


LATIVE  PORTFOLIOS 


lar  amounts 
resent  the  present 
je  oF  $10,000 
ested  one  year  ago 
•ach  portfolio 

centages  indicate 
-day  total  returns 


U.  S.  stocks 
$12,195 

-1.94% 


JU. 

Treasury  bonds 
$12,002 

+0.52% 


Foreign  stocks 
$10,816 

+  1.22% 


llll 


Money  market  fund 
$10,579 

+0.1 1  % 


DATA  RESOURCES  INC. 


Gold 
$9,145 

+0.57% 


lata  on  this  page  are  as  of  market  close  Wednesday,  September  1  1,  1991,  unless  othe 
ated  Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are 


market  close  September  10.  Mutual  fund  returns  are  as  of  September  6.  Relative  portfolios  are  valued  as 
of  September  10  A  more  detailed  explanation  of  this  page  is  available  on  request. 
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Editorials 

H 

FIGHT  FAMINE  WITH 
GRASS-ROOTS  REFORM 

in  Commerce's  giant,  block-square  headquarters  have  rm 
been  up  to  that  demanding  task. 

One  reason  is  that  recent  Administrations  have  been  ml 
sure  exactly  what,  a  national  strategy  on  competitivenat 
ought  to  be.  The  Bush  Administration  has  limited  itself  mi 
piecemeal  changes,  such  as  easing  antitrust  restrictions 
knocking  back  environmental  regulations.  Without  n 
blueprint  to  work  from,  recent  Commerce  Secretaries  sim^ 
haven't  been  able  to  mount  a  coordinated,  persuasive  effo 

Second,  some  Commerce  Secretaries— former  businei 
executives  who  were  campaign  supporters  of  the  Presiden 
have  been  hampered  by  their  lack  of  political  experieni 
Working  within  the  Cabinet  to  foster  business'  legitime 
aims  and  persuading  the  Democratic  Congress  to  go  alo 
would  be  a  tall  order  today,  even  for  an  experienc  i 
Washington  hand.  Appointees  to  the  position  ought  to  [j 
well  out  on  the  learning  curve,  not  neophytes. 

Finally,  the  Commerce  Dept.'s  fragmented  role  needs  1 
be  slimmed  down  and  focused.  Monitoring  the  health  1 
the  nation's  seashores  is  a  job  for  the  Environmen  :| 
Protection  Agency,  not  Commerce.  The  Weather  Servii 
could  be  privatized,  while  the  Interior  Dept.  could  ta 
over  the  census. 

That  would  leave  a  Commerce  Secretary  the  time  to  ( 
velop  a  national  competitiveness  strategy  and  to  sell  the  ic 
in  the  boardrooms,  in  the  Cabinet,  and  on  the  Hill.  Econor 
growth  needs  a  full-time  advocate. 

W  JB^Pith  the  Soviet  Union's  economy  in  a  state  of 
VaSjW  free  fall  as  w  inter  approaches,  the  West  is 

W  V  gripped  by  concern  over  possible  widespread 
starvation.  Another  worry  is  political:  Reform  leaders  would 
be  held  responsible  for  a  catastrophe. 

The  West  is  probably  underestimating  the  Soviet  Union's 
capacity  to  feed  itself.  Despite  dire  predictions,  the  Soviet 
Union  did  not  not  starve  last  winter.  It  need  not  starve  this 
winter.  The  coup  and  its  aftermath  had  no  effect  on  this 
year's  planting  and  harvesting,  and  even  worst-case  predic- 
tions for  this  year's  grain  harvest  would  match  the  annual 
average  for  the  1980s.  The  real  problem  is  in  deficient  food 
storage  and  distribution.  A  new  wrinkle  is  that  local  farmers, 
no  longer  fearing  penalties  from  central  authorities  if  they 
don't  distribute  their  crops,  will  sit  on  them  rather  than  sell 
to  state  buyers  for  nearly  worthless  rubles. 

The  challenge  to  the  West  is  to  help  the  Soviet  Union's 
grass-roots  capitalism  work  and  to  make  it  the  basis  for  re- 
form. If  a  serious  food  shortage  develops,  the  U.  S.  should,  of 
course,  join  with  other  Western  nations  in  providing  emer- 
gency supplies.  But  any  help  from  the  West  that  doesn't  ad- 
vance market  reforms  is  unwise.  Food  supply  is  one  area 
where  such  reforms  can  produce  quick  improvements.  The 
Moscow  central  government  and  individual  republics  should 
be  encouraged  to  quickly  dismantle  the  state  apparatus  and 
help  the  market  distribute  food.  They  should  also  start 
helping  the  market  determine  plantings.  If  not,  every  winter 
will  conjure  up  the  same  fears  and  problems. 

Such  reforms,  if  carried  out,  will  create  the  basis  for 
U.  S.  technical  and  financial  aid— and  for  private  U.  S.  in- 
vestment—to build  up  the  Soviet  food-supply  system.  The 
U.  S.  excels  in  the  technology  for  maximizing  crop  yields  and 
storing,  processing,  and  moving  agricultural  production. 
Relatively  small,  targeted  investments  could  boost  grass- 
roots entrepreneurs  such  as  private  farmers,  truck  cooper- 
atives, and  other  elements  of  the  food-distribution  network. 

To  head  off  potential  distress,  the  West  should  pinpoint  re- 
gions suffering  from  food  shortage,  then  help  repub^c  and 
even  local  governments  to  structure  auctions  at  which  farm- 
ers will  find  the  hard-currency  and  consumer-goods  incen- 
tives that  will  entice  them  to  bring  their  crops  to  market. 

A  LESSON  FROM  CANADA 
ON  IMMIGRATION 

jjjM  anada's  success  in  attracting  professionals  and 
H     vestors  from  the  British  colony  of  Hong  Kong  contai 
^NMI  lessons  for  the  U.  S.  The  Canadians  have  placed  f< 
limits  on  the  number  of  Hong  Kong's  Chinese  business  cl< 
who  can  immigrate,  and  they  have  specifically  encourag 
Hong  Kong's  wealthy  to  invest  in  Canada.  The  results  a 
now  becoming  clear:  jobs,  trade,  and  entrepreneurial  vit 
ity  (page  50). 

The  U.  S.,  in  contrast,  has  traditionally  geared  its  imr 
gration  policy  toward  "huddled  masses  yearning  to  be  fre 
many  of  whom  arrive  on  U.  S.  soil  with  little  money  and  r 
atively  low  levels  of  skill.  As  the  U.  S.  confronts  the  em 
mity  of  its  economic  challenge,  however,  the  underlyi 
philosophy  has  begun  to  shift  just  a  bit.  The  Immigrati 
Act  of  1990,  for  example,  created  a  category  of  "invest 
visas."  These  investors  must  pledge  to  invest  $1  million  in 
enterprise  that  creates  or  preserves  10  jobs:  10,000  of  th< 
new  arrivals  are  permitted  to  enter  each  year.  The  1; 
covers  all  nationalities,  not  just  Hong  Kong  Chinese. 

Without  turning  its  back  on  refugees  and  the  displac( 
the  U.  S.  must  attempt  to  attract  job-creating,  wealth-ci! 
ating  investors.  To  do  that,  the  $1  million  minimum  for  i  \ 
miprant  investors  should  be  halved  As  for  the  10  0()0  caD, 
should  be  scrapped.  Under  the  1990  law,  the  U.  S.  is  issui  ; 
some  700,000  immigration  visas  a  year.  Canada's  expe 
ence  shows  there's  no  sense  in  placing  an  arbitrary  cap 
entrepreneurship  and  job  creation. 

WANTED:  A  SHARPER 
FOCUS  AT  COMMERCE 

■■■he  role  of  the  Commerce  Secretary  has  never  been  as 
^Hclearly  defined  as  that  of,  say,  the  Postmaster  General. 

■M    Rut  ^infP            wViopvpf          T^rp^irlpH  nupr  flommprfP 

KM       l__>  ui    ol  1  ll_C    X.\J            W  1 1 V  >yZ  V  CI     lluu    IJ1  ColUCU    v )  V  d               1 11 1  Id  v. 

has  had  an  unofficial  role,  serving  as  the  liaison  between  the 
government  and  the  business  community  to  foster  U.  S. 
economic  growth  and  competitiveness.  The  problem  has 
been  that  while  the  job  gets  harder,  most  of  the  incumbents 
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It's  called 
object-oriented 
programming- 
a  way  to  make 
computers  a  lot 
easier  to  use. 
Here's  what  it 
can  do  for  you. 
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COMMERCIAL  AVIATH  )N 
Hughes  is  providing  airlines  with  sophisticated  cabin 
management  and  entertainment  systems. 


INFORM  A  TION  MANAGEMENT  S)  STEMS 
Hughes  systems  integration 
technology  is  now  used  in  many  areas, 
including  land  management, 
construction,  resource  allocation, 
fire  &  safety  and  conservation 


TELECOMMUNICATION: 
Hughes  'digital  cellular  technology  will  improve  tht 
1 1 in  ility  ( if  mobile  telephone  communications 
virtually  eliminating  static  and  failed  connectio 


A  GM  HugheS  EleCtrOniCS  Company         For  more  information  call:  (213)568-6838/6839 


Hughes  is  growing 
n  a  whole  newdirection. 


Hughes  is  a  leader  in  defense  electronics.  And  were  using  our  techno- 
logical expertise  to  expand  in  a  whole  new  direction,  developing  advanced 
electronics  systems  that  improve  the  quality  of  everyday  life. 

By  diversifying  into  commercial  markets,  we've  become  a  leader  in 
telecommunications.  And  we're  becoming  a  growing  force  by  serving 
customers  in  transportation,  commercial  aviation,  entertainment, 
information  management  systems,  and  factory  automation. 

The  areas  in  which  we're  diversifying  include: 


TELECOMMUNICATIONS 
Satellite  Communications 
Private  Business  Networks 
Digital  Cellular  Communications 
Mobile  Communications 
Packet  Switching 

COMMERCIAL  AVIATION 
Flight  Simulators 
Landing  Aid  Radar 
Aircraft  Video  & 
Cabin  Management  Systems 

INFORMATION  MANAGEMENT  SYSTEMS 
Large-Scale  Integrated  Systems 
Software  Development 
Database  Management 


TRANSPORTATION  SYSTEMS 
Automotive 
Traffic  Management 
Rail  Transportation 
Maritime  Management 
Air  Traffic  Control 
Airport  Integration 

ENTERTAINMENT 
Audio  Products 
Projection  Television  Systems 
Leisure  Simulation  Systems 

FACTORY  AUTOMATION 
Machine  Tool  Controllers 
Character  Recognition  & 
Material  Handling  Systems 
Acoustic  Noise  Monitoring  Systems 


TRANSPORTATION  SYSTEMS 
Hughes  '  multi-spectral  sensors  and  control  centers 
can  create  "smart  highways,"  helping  traffic  managers 
monitor,  analyze,  and  control  traffic  flow. 


In  each  of  the  past  five  years,  our  commercial 
sales  have  shown  a  compound  annual  growth  rate 
of  22%.  By  continuing  this  growth,  and  expanding 
our  capabilities,  we're  also  strengthening  our  core 
business.  And  we're  discovering  new  ways  to  develop 
our  products  and  systems  more  competitively. 

Hughes  technology.  Good  for  business. 
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PRODUCTION 

Change  from  last  week:  -0. 1  % 
Change  from  last  year:  -2.7% 

1967=100  (four-week  moving  average) 


165 
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178  3 


LEADING 

Change  from  lost  week:  0.0% 
Change  from  last  year:  -2.2% 

220 


1 


Aug  31 
178  5r 


D 
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IVVfl 


Sepl 
1991 


1991  1991 
The  production  index  fell  slightly  during  the  week  ended  Sept.  7.  On  a 
seasonally  adjusted  basis,  output  of  autos,  trucks,  coal,  lumber,  crude-oil  refining,  and 
steel  increased  Rail-freight  traffic,  electric  power,  and  paperboard  production 
declined,  while  paper  output  was  unchanged  from  the  previous  week  Before 
calculation  of  the  four-week  moving  average,  the  index  dropped  sharply  to  176.5, 
from  181.4  in  the  previous  week  when  hot  weather  pushed  up  electricity  demand. 
BW  production  inde*  copyright  1  99 1  by  McGraw-Hill  Inc 


200 

Sept. 

1991  1991  K 

The   leading   index  was  unchanged  for  the  week  ended  Sept   7  as  the  index 
shown  little  movement  in  the  past  four  weeks.  In  the  latest  period,  lower  stc, 
prices,  a  sharp  rise  in  the  number  of  business  failures,  and  slower  M2  growth  off 
the  positive  signs  of  lower  bond  yields,  improvement  in  materials  prices,  and  fas 
growth  in  real  estate  loans.  Before  calculation  of  the  four-week  moving  average, 
index  fell  to  208.9,  from  209.4  in  the  prior  week. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/14]thous.  of  net  tons 

1,720 

1,66911 

-8.6 

AUTOS  (9/14]  units 

122,803 

92,532r# 

10  2 

TRUCKS  (9/14)  units 

78,222 

63,479r# 

-0.6 

ELECTRIC  POWER  (9/14)  millions  of  kiloworthours 

61,996 

58,520# 

1.3 

CRUDE-OIL  REFINING  (9/i4]thous  ofbbl./day 

13,974 

14,173" 

-2.8 

COAL  (9/7)thous  of  net  tons 

I8,259# 

20,626 

-3.4 

PAPERBOARD  (9/7)thous.  of  tons 

788. 8# 

817.7r 

3.9 

PAPER  (9/7)thous.  of  tons 

77 1.0# 

781  Or 

2.3 

LUMBER  (9/7)  millions  of  ft. 

417. 5# 

496  2 

8.3 

RAIL  FREIGHT  (9/7)  billions  of  ton-miles 

18  0# 

20.7 

-3.2 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA\  Association 
of  American  Railroads 

■  m-hh'i^im    nil  iiiii  mini  iiiiiihiii 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/18) 

134 

135 

137 

GERMAN  MARK  <9/i8) 

1.68 

1.70 

1.58 

BRITISH  POUND  (9/18) 

1.73 

1.72 

1.86 

FRENCH  FRANC  (9/18) 

5.74 

5.78 

5.28 

CANADIAN  DOLLAR  (9/18) 

114 

1  14 

1.16 

SWISS  FRANC  (9/18) 

1.47 

1.49 

1.32 

MEXICAN  PESO  (9/18)1 

3,037 

3,035 

2,895 

Latest 
week 

Week     %  Choi 
ago      year  || 

STOCK  PRICES  (9/13)  S&P  500 

385.83 

390.09  2 

CORPORATE  BOND  YIELD,  Aoa  (9/13) 

8.637c 

8.67% 

INDUSTRIAL  MATERIALS  PRICES  (9/13) 

96  8 

97.0 

BUSINESS  FAILURES  (9/6) 

380 

327  2 

REAL  ESTATE  LOANS  (9/4)  billions 

5398  0 

$396.9 

MONEY  SUPPLY,  M2  (9/2)  billions 

$3,392  0 

$3,403.4r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/3i)thous. 

420 

421 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (it 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor 
justs  data  on  business  failures  and  real  estate  loans. 

idex:  1980=100),  Du 
Dept  CIBCR  seasonally 

I  MONTHLY  ECONOMIC  INDICATORS 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
pound  expressed  in  dollars 


Latest 
month 

Month     %  Chat; 
ago      year  if 

INDUSTRIAL  PRODUCTION  (Aug  )  total  index 

108  2 

108  Or 

CAPACITY  UTILIZATION  (Aug  ) 

80.0% 

79.9%r  ~k 

CONSUMER  PRICE  INDEX  (Aug  ) 

136.6 

136  2r  i 

PRODUCER  PRICE  INDEX  (Aug  )  finished  goods 

121.4 

121. lr 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/18)  $/troyoz. 

348.300 

345.250 

-9.9 

STEEL  SCRAP  (9/17)  #1  heavy,  $/ton 

97  00 

97.00 

-16.0 

FOODSTUFFS  (9/16)  mde.   19o7  100 

207  6 

205.0 

-2.8 

COPPER  (9/14)  :  'ib 

1  10.7 

108.6 

-20.1 

ALUMINUM  (9/14)  c/lb 

57.3 

58.0 

-37.0 

WHSAT  (9/i4|  <;2  h  ,rd,  S/bu 

3  77 

3.24 

14.3 

COTTON  (9/14)  strict  low  middling  1-1/16  in.,  C/lb. 

63.42 

65.42 

-10.5 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  B 

jreau,  Metals 

Sources:  Federal  Reserve  Board,  BLS 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Char 
year  < 

MONEY  SUPPLY,  Ml  (9/2) 

$867.1 

$869.7r 

BANKS'  BUSINESS  LOANS  (9/4) 

299  9 

298.9r 

7 

FREE  RESERVES  (9/4) 

929r 

663r 

253 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/4) 

135.4 

137  2 

7 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions). 

free  reserves, 

which  are  ex 

pressed  for 

1  MONEY  MARKET  RATES 

latest 

Week 

Ye 

week 

ago 

°i 

FEDERAL  FUNDS  (9/17) 

5.25% 

5.53% 

8.18't 

PRIME  (9/18) 

8  00 

8  50 

io.oo| 

COMMERCIAL  PAPER  3-MONTH  (9/17) 

5  51 

5  62 

7.96  j 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/18) 

5.41 

5.52 

8.06 1 

EURODOLLAR  3-MONTH  (9/14) 

5.51 

5.63 

7.99 

Week,  Kansas  City  market,  Memphis  morket. 


Sources:  Federal  Reserve  Board,  First  Boston 


ffRaw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmen 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA- Not  available     r  =  revised     NM  =  Not  meaningful 
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Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you — 
then  watch  us  go  to  work. 


O 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  your 


Member  FDIC 


FICA 

4A-CA 


SOME  AIRLINE  SEATING  ISN  T  MUCH  BETTER. 


Pardon  the  slight  exaggeration. 

But  you've  no  doubt  been  on  air- 
lines that  squeeze  a  few  extra  rows 
of  seats  on  their  planes.  Which,  in  turn, 
squeezes  the  passengers  who  have 
to  sit  in  them. 

At  Alaska  Airlines,  we  believe 


there's  room  for  improvement. 

So,  on  most  of  our  flights  you'll 
find  a  bit  more  legroom,  allowing  you 
to  sit  back,  relax  and  feel  comfortable. 

That  way,  you'll  be  in  a  good  posi- 
tion to  enjoy  our  tasty  meals.  Com- 
plimentary wines.  And  friendly  service. 


Next  trip  up  or  down  the  west  j 
coast,  call  your  travel  agent  or  Alaska 
Airlines  at  1-800-426-0333.  We'll  try 
not  to  cramp  your  style. 


FAIRFAX  COUNTY. 
FUELED  BY  AN  INEXHAUSTIBLE 
SUPPLY  OF  WOMAN  POWER, 
MANPOWER  AND  BRAINPOWER. 


So  who  is  working  for  the 
nany  successful  companies  located  in 
1airfax  County?  America's  best-edu- 
ated  work  force,  that's  who. 

Companies  here,  such  as  EDS, 
tockwell  InternationalTRW  Mobil,  and 
\T&T  tap  the  largest  pool  of  PhD.s  in 
he  country,  more  than  20,000  strong, 
md  96%  of  all  adults  in  the  County 
tave  high  school  degrees,  while  55% 
lave  graduated  from  college. 

Many  more  continue  their  edu- 
ation  at  George  Mason  University  or 
me  of  five  community  college  campuses 
i  the  area 


Importantly,  many  of  these 
minds  are  grown  right  here  in  one  of 
the  nation's  best  public  school  systems. 

Over  90%  of  these  graduates 
chose  to  continue  their  education, 
with  over  5,000  of  them  doing  so  here 
in  Virginia. 

And  on  it  goes.  The  best  and 
biightest  thrive  and  find  it  impossible 
to  think  of  leaving. 

If  you  find  yourself  attracted 
by  this  type  of  environment,  send  us 
the  coupon.  And  well  do  everything 
in  our  power  to  convince  you  to  move 
your  company  here. 


FAIRFAX  COUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company, 
Address 

City  

Phone  


_State_ 


_Zip_ 


L 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard.  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269.  BW1 
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EASY  MORTGAGE  MONEY? 

SAYS  WHO?  

I found  it  almost  hilarious  that  one  of 
your  writers  would  take  the  time  to 
write  an  article  entitled  "Even  easy  mon- 
ey isn't  getting  housing  off  the  dime" 
(Top  of  the  News,  Sept.  2).  After  all, 
consumers  have  been  learning  for  a  de- 
cade that  they  can't  afford  the  payments 
when  interest  rates  are  over  1.5  times 
the  rate  of  inflation. 

So  with  inflation  at  only  3%  to  4%  and 
incomes  increasing  much  less  than  that, 
how  can  anyone  expect  the  housing  mar- 
ket to  take  off  when  adjustable-rate- 
mortgage  interest  rates  are  at  least  two 
times  the  rate  of  inflation?  Common 
sense  tells  most  intelligent  folks  not  to 
purchase  anything  that  ends  up  costing 
about  three  times  its  value,  plus  the 
downpayment,  plus  the  taxes,  plus  the 
insurance  and  upkeep. 

Vern  Barkel 
Holland,  Mich. 

COME  CLEAN,  UNCLE  SAM 
—COUGH  UP  THOSE  TRILLIONS 

Just  how  bad  is  the  federal  govern- 
ment's accounting  for  its  trillions  of 
taxpayer  dollars  ("Uncle  Sam  can't  keep 
track  of  his  trillions,"  Government,  Sept. 
2)?  Believe  it  or  not,  the  feds  have  pub- 
lished consolidated  financial  statements 
prepared  by  the  Treasury  Dept.  for  sev- 
eral years.  However,  the  most  recent 
one  available  is  for  fiscal  1989  (ending 
Sept.  30,  1989) — a  good  indication  of  the 
speed  of  reporting. 

The  closest  thing  to  an  audit  opinion  is 
the  statement  from  the  Comptroller 
General  of  the  U.  S.  (who  works  for  Con- 
gress). It  plainly  states:  "While  the  Trea- 
sury Dept.  has  improved  their  format 
and  presentation,  these  statements  re- 
main neither  accurate  nor  complete. 
Only  about  a  third  of  the  government's 
outlays  have  been  subjected  to  an  inde- 
pendent audit.  Those  audits  that  have 
been  completed  show  repeated  instances 
of  inadequate  accounting  systems,  poor 
internal  controls,  and  unreliable 
data. . . ."  These  are  defects  that  would 
spur  stockholder  lawsuits  against  man- 
agement in  any  corporation. 


Poor  financial  reporting  is  not  acciden- 
tal. I  think  the  Bush  Administration 
should  come  clean  with  the  American 
public  on  what  has  happened  to  those 
trillions  of  tax  dollars. 

Carl  Olson 
Chairman 

Fund  for  Stockowners  Rights 
Washington 

THE  AMERICAN  DREAM: 

A  MATTER  OF  CHOICES?  

What  happened  to  the  American 
dream  (Cover  Story,  Aug.  19)? 
It's  alive  and  well  for  those  with  the 
drive  to  make  the  hard  choices.  I  am  29 
years  old,  and  my  wife  is  27.  We  have 
been  married  7  years,  have  a  6-month- 
old  son,  and  live  in  a  $140,000  home  in 
Northville,  Mich.  Recently,  my  wife  ex- 
ercised the  option  to  leave  a  well-paying 
job  at  Motorola  Inc.  to  care  for  our  son 
full  time.  Both  my  wife  and  I  started 
from  modest  beginnings  and  earned 
bachelor's  degrees  by  working  our  way 
through  night  school. 

The  common  thread  to  all  of  us  realiz- 
ing the  American  Dream  is  the  willing- 
ness to  obtain  an  education  or  skill  that 
is  marketable;  relocating  if  necessary  to 
begin  or  to  further  your  career;  expect- 
ing that  hard  work  will  be  necessary  to 
get  ahead,  but  that  hard  work  alone  will 
not  accomplish  this;  and  finally,  under- 
standing that  nothing  is  owed  to  you  and 
that  you  alone  must  strive  to  accomplish 
the  American  Dream  by  making  the 
right  choices. 

David  Karl 
Northville,  Mich. 

MAYBE  THEY  SHOULD  CALL  THIS 
CRAFT  'STARSHIP  ENTERPRISE' 

Your  article  "A  small  step  for  man — 
a  tiny  one  for  industry"  (Science  & 
Technology,  Aug.  12)  closed  by  raising 
the  question:  "Will  the  commercial 
launch  business  ever  really  blast  off?" 
In  our  view,  the  answer  is  an  emphatic 
yes,  especially  given  the  prospects  of  the 
Single  Stage  to  Orbit  spacecraft  being 
sponsored  by  the  Strategic  Defense  Ini- 
tiatives Office  and  designed  by  teams 
led  by  General  Dynamics,  McDonnell 
Douglas,  and  Rockwell  International.  It 
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How  Panasonic  video  technology 
does  more  than  capture  the 
Olympic  Games,  it  improves  them. 


A  muscle  flexes  a  split  second  sooner.  A 
toe  stretches  l/30th  of  an  inch  farther.  A 
breath  is  drawn  one  beat  earlier.  A  world 
record  is  shattered.  And  halfway  around 
the  world,  millions  of  people  are  brought 
to  their  feet.  What  they  have  witnessed 
has  redefined  the  limits  of  human  endur- 
ance. What  they're  watching  is  the 
Olympic  Games.  And  Panasonic  is  proud 
to  be  a  part  of  them.  We're  not  only  spon- 
soring the  1992  Games,  the  U.S.  Olym- 
pic Training  Centers  are  using  our  video 
equipment  to  help  athletes  review  their 
performances,  and  our  digital  VTR  tech- 
nology will  let  you  watch  the  Games 
from  Barcelona  with  detail  and  clarity. 


To  Panasonic,  being  an  official  sponsor  of  the 
1992  Summer  Olympic  Games  is  both  a  commit- 
ment and  a  challenge.  We've  dedicated  our  vast 
resources  to  improving  the  Games,  its  athletes, 
as  well  as  your  ability  to  enjoy  them. 

TAKING  ATHLETES  FURTHER 

At  the  U.S.  Olympic  Training  Center  an  athlete's 
performance  is  measured  in  inches,  in  seconds 


and  in  infinite  detail  on  Panasonic  video  equip- 
ment. The  Olympic  Training  Centers  across 
America  have  been  provided  with  video  equip- 
ment that  can  help  athletes  visualize,  analyze  and 
scrutinize  every  motion  and  subtlety  to  edge  a  9.9 
performance  up  to  a  10. 

BRINGING  THE  WORLD  CLOSER 

While  the  1992  Summer  Games  take  place  in 
Barcelona,  Spain,  people  all  over  America  will 
feel  as  if  the  events  are  being  held  in  their  home- 
town. One  reason:  A  wide  range  of  Panasonic 
digital  video  equipment  will  help  cover  the 
Games.  Including  the  world's  first  1/2"  digital 
videotape  recorders  and  cameras.  Small  and 
lightweight,  this  equipment  allows  more  spon- 
taneous coverage.  It  lets  broadcasters  record  and 
edit  events  with  almost  no  visual  deterioration, 
and  can  record  higher  quality  audio  and  video 
images  than  standard  analog  equipment. 

HUMAN  ELECTRONICS 

The  spirit  behind  the  Olympic  Games,  the  relent- 
less drive  and  striving  to  improve,  is  at  the  core  of 
what  we  call  Human  Electronics.  Every  day  we 
dedicate  ourselves  to  creating  and  marketing 
products  that  make  life  richer,  safer  and  more 
comfortable.  This  dedication  results  in  a  single- 
minded  philosophy:  Don't  create  technology  for 
technology's  sake,  but  for  man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 
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promises  to  drop  payload-to-orbit  costs 
from  over  $8,000  per  pound  on  the  shut- 
tle to  under  $500  per  pound.  There  are 
tremendous  commercial  applications  for 
SSTO,  so  if  American  investors  and  indus- 
try miss  this  boat,  you  can  count  on  our 
friends  in  Europe  and  Japan,  or  even  the 
Soviets,  taking  it  sooner  or  later. 

Richard  Coleman 
Executive  Director 
Space  Transportation  Assn. 

Arlington,  Va. 


JAPAN  MUST 

'EARN  THE  RESPECT  IT  CRAVES' 

Regarding  your  article  "Hidden  Ja- 
pan?" (Cover  Story,  Aug.  26):  Per- 
haps your  readers  would  appreciate  a 
follow-up  story  on  "The  Hidden  Japan — 
in  America."  Like  a  lamprey  eel  on  a 
Lake  Michigan  trout,  Japan  Inc.'s  grow- 
ing Midwest  automobile-manufacturing 
and  parts  keiretsu  is  methodically  suck- 
ing the  life  out  of  the  American  automo- 
bile industry.  It's  too  bad  that  Japan 
can't  grow  up  as  a  nation  and  earn  the 
respect  it  craves.  It  could  start  by  reject- 
ing its  repulsive  business  practices, 
which  are  tantamount  to  cheating  on  an 
exam  or  winning  a  race  but  failing  the 


steroid  test  afterward.  Instead,  it 
chooses  to  run  a  $350  million  public-rela- 
tions blitz  in  this  country  rather  than 
open  its  markets  and  embrace  accept- 
able business  practices  at  home  and 
abroad. 

John  A.  Grubb 
Savoy,  111. 

CAN  FUQUA'S  CHIEF  CLAIM  KINSHIP 
TO  GENERAL  PATTON?  

I  am  reacting  to  your  article  "Fuqua 
Bruns  into  a  patch  of  tall  weeds"  (The 
Corporation,  Aug.  5),  in  which  you  indi- 
cate that  Charles  R.  Scott  is  a  grand- 
nephew  of  my  late  father,  George  S. 
Patton  Jr.  of  World  War  II  fame.  I  know 
of  no  such  person  connected  with  my 
family  on  the  Patton  side.  Please  re- 
spond to  this  letter  as  soon  as  possible, 
as  I  and  the  rest  of  my  family  are  some- 
what concerned  with  this  news. 

George  S.  Patton 
Major  General 
U.  S.  Army  (Retired) 
South  Hamilton,  Mass. 

Editor's  note:  Fuqua  CEO  Scott  believes 
he  is  probably  a  distant  cousin  of 
World  War  IPs  General  Patton.  He 


says  his  maternal  grandmother,  Lm 
Jane  Patton,  maintained  a  corresm 
dence  with  General  Patton,  whom 
claimed  was  a  cousin. 


EXAMINING  HEALTH  CARE? 
DON'T  FORGET  THE  DOCTOR  GLUT 


Robert  Kuttner's  "A  second  opi 
on  the  Democrats'  health 
(Economic  Viewpoint,  July  1)  is  a  ( 
analysis  of  the  problems  of  the  Ar 
can  health  system.  However,  the  fai 
to  address  the  surplus  of  health 
providers — hospitals  and  physicians- 
verely  limits  the  potential  of  any 
posed  solution.  With  the  median  h( 
tal-occupancy  rate  at  49%,  the  surph 
obvious.  Since  1975,  the  ratio  of  pi 
cians  per  100,000  people  rose  from  18 
240  (in  1990)— an  increase  of  28.3% 
is  expected  to  climb  to  269  by  2000. 
spite  that  increase,  physicians'  inco 
continue  to  grow. 

Without  decreasing  the  annual 
ber  of  graduates  of  medical  schools 
significantly  reducing  the  number 
hospitals  and  hospital  beds,  the  refo 
that  Kuttner  suggests  would  conti 
the  current  pattern  of  disproportioi 
growth  in  health  care  expenditures,  a 
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ithout  the  current  disenfranchise- 
t  of  a  sizable  part  of  the  population. 

Paul  M.  Thompson 
Vice-President 
:alth  Care  Investment  Analysts  Inc. 

New  York 

ATBNG  THE  TRUE  SOURCE 
ABOR'S  MALAISE  

sad  your  review  of  Thomas  Geoghe- 
in's  book  Which  Side  Are  You  On  ? 
e  Harvard  defends  Joe  Hill,"  Books, 
2).  As  a  former  labor  official  (Ma- 
3ounty  Labor  Council,  AFI^CIO),  I  do 
believe  that  he  is  on  the  right  track, 
rganized  labor — and  Geoghegan — 
blame  Ronald  Reagan,  the  PATCO 
ifessional  Air  Traffic  Controllers  Or- 
ization]  strike,  the  Taft-Hartley  Act, 
Laridrum-Griffin  Act,  and  more  for 
present  status  of  organized  labor. 
I  they  and  their  faithful  do.  But  a 
ew  of  labor  history  shows  that  signs 
lecline  were  evident  as  far  back  as 
1950s.  It  also  shows  that  the  afl-CIO, 
hat  time,  turned  away  from  the  local 
anizations  and  headed  for  the  halls  of 
gress.  Today,  you  see  the  results.  It 
Id  be  time  to  recognize  these  causes 
stop  blaming  Reagan. 

Hugh  Cassidy 
San  Rafael,  Calif. 


CORRECTIONS  &  CLARIFICATIONS 

In  "How  do  you  build  an  information 
highway?"  (Information  Processing, 
Sept.  16),  KMI  Corp.  supplied  figures 
for  the  chart  on  the  spread  of  fiber- 
optic cables. 


WASHINGTON  OWES 

U.S.  PLAHEMAKERS  A  WING  UP 

I am  writing  in  regard  to  your  article 
"Will  Boeing  build  a  behemoth  to  de- 
fend its  turf?"  (Top  of  the  News, 
Aug.  19). 

Unfortunately,  thanks  to  more  than 
$20  billion  worth  of  unfair  subsidies,  Air- 
bus Industrie  has  already  tossed  Lock- 
heed out  of  the  civil-aircraft  market,  se- 
riously wounded  McDonnell  Douglas, 
and  is  now  jeopardizing  Boeing's  leader- 
ship. To  be  sure,  the  Seattle-based  air- 
craft manufacturer  needs  to  launch  a 
new  superjumbo  jet  to  maintain  Boeing's 
legitimate  supremacy.  But  more  than 
anything,  Boeing,  along  with  the  entire 
U.  S.  aerospace  industry,  needs  strong 
action  from  the  Bush  Administration 
before  the  General  Agreement  on  Tar- 
iffs &  Trade  will  be  able  to  free  the 
world  aerospace  market  from  foreign- 


government  subsidies  and  unfair  trade 
barriers. 

Philippe  Cauchi 
Ottawa 

BUSINESS  WEEK'S  FASHION  MENU 
SHOULD  OMIT  THE  CHEESECAKE 

According  to  "Cool  &  crisp  &  clas- 
sic" (Personal  Business,  Sept.  9)  on 
fall  fashion,  suits  will  be  "newly  sub- 
dued." What  is  "distinctive"  this  fall  for 
women  is  a  "pleated  skirt  peeking  out 
from  under  an  elongated  jacket." 

What  I  and  all  of  my  women  col- 
leagues found  most  distinctive  is  that, 
according  to  the  accompanying  photo, 
we  now  can  look  forward  to  sitting  in 
the  office  in  our  newly  subdued  suits 
with  our  pleated  skirts  "peeking  out"  as 
our  legs  are  spread  and  slung  over  the 
arms  of  our  chairs.  In  advertising,  that's 
a  predictable  image.  But  BUSINESS 
week's  disappointing  photo  redefines 
editorial  spread. 

Beverly  Haskins 
Overland  Park,  Kan. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


For  the  price 

ofoneAViiON7000 
you  can  save  $4,000,000 

(now  that's  a  lot  of  pizza!) 
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Data  General 


Life  just  got 
a  whole  lot  easier! 

AVuON  is  a  trademark  of  Data  General 
©  1991  Data  General 


Compared  to  a  huge  $4,100,000  mainframe,  the  new  AViiON  7000 
Open  System  gives  you  117  MIPS  of  mainframe  power-for  a 
starting  price  of  less  than  $100,000.  That  saves  you 
a  lot  of  dough!  How  did  we  do  it?  r700<> 
We  created  a  system  At/g/'C^!/^^000 
that  has  a  brain 
you  can  fit  in  a  pizza  box! 
But  you  get  major 
mainframe  power. 
And  our  new  disk  ^^^arMu^^&^S 
array  technology 
can  offer  you  up  to 

48  gigabytes  of 

cost-effective,  fault 
tolerant  storage.  These  terrific 
UNIX-based  systems  support  the  leading  databases, 
business  applications  and  communications  software. 
So  if  you  want  to  go  easy  on  your  budget,  call 

1-800-DATA  GEN 

And  then  go  order  a  pizza- 
you  deserve  it! 


EDGE  CITY:  LIFE  ON  THE  NEW  FRONTIER 

By  Joel  Garreau 

Doubleday  •  546pp  •  $22.50 


THE  NEW  CORPORATE  FRONTIER: 

THE  BIG  MOVE  TO  SMALL  TOWN,  U.S.A. 

By  David  A.  Heenan 
McGraw-Hill  •  262pp  •  $19.95 


SLOUCHING 
TOWARD  EXURBIA 


Ah.  suburbia!  Green  grass,  tall 
trees,  and  birds  that  trill  in  the 
backyard.  Nice  place  to  live — 
and  even  to  work.  In  the  1950s,  scores  of 
companies  began  to  think  so.  Since  then, 
the  likes  of  IBM,  Union  Carbide.  Mobil, 
and  J.  C.  Penney  have  quit  the  concrete 
and  migrated  to  the  leafy  dells  and  quiet 
burgs  that  surround  Boston.  Chicago. 
Dallas,  Detroit,  and  New  York. 

The  result:  Edge  cities,  spore-like 
minimetropolises  that  have  sprung  up 
along  the  interstates  within  the  shadow 
of  major  urban  cores.  Around  New  York 
City  alone,  we  find  Greenwich  and  Stam- 
ford in  Connecticut;  White  Plains  in 
Westchester  County;  and  Mahwah,  Par- 
sippany,  and  the  Bridgewater  Mall  area 
in  New  Jersey.  They're  all  towns  with 
more  offices  than  bedrooms,  places 
where  the  population  increases  at  9  a.m. 

Joel  Garreau.  a  reporter  for  The 
Washington  Post,  has  tracked  the  trend 
in  an  exuberant,  witty  book,  Edge  City. 
A  major  conclusion:  Every  American  city 
that's  growing  is  doing  so  as  Los  Ange- 
les did — with  multiple  centers  spread  out 
over  hundreds  of  square  miles. 

Garreau  examines  nine  cities  and  their 
spawn,  depicting  a  realm  of  malls,  corpo- 
rate parks,  artificial  waterfalls,  and 
"plop  art" — abstract  sculptures  placed 
around  a  development  "for  reasons  that 
are  an  utter  mystery."  Each  chapter  in- 
cludes a  map  showing  a  traditional  ur- 
ban center  and  the  adjacent  edge  cities. 

Garreau  takes  an  acerbic  view  of  the 
more  prefabricated  bits  of  the  new  fron- 
tier. Regard  Las  Colinas,  a  planned  com- 
munity 10  miles  northwest  of  Dallas  that 
is  now  home  to  Exxon:  "Every  master- 
planned  one  of  its  twelve  thousand  acres 
seems  to  gleam,  in  an  eerie  sort  of 
way. . . .  This  is  not  so  much  a  communi- 
ty as  the  simulation  of  a  community. 
When  a  raucous  grackle  starts  chatter- 
ing in  a  tree,  you  look  up  in  honest  won- 
der to  see  whether  it  is  really  a  bird,  or 
whether  they've  wired  the  trees  with 
speakers  and  are  running  a  tape." 

Besides  Dallas,  Garreau  charts  the 
outer  developments  of  Atlanta,  Boston, 
Detroit,  Houston,  New  York,  Phoenix, 
San  Francisco,  Southern  California,  and 
Washington.  His  book  abounds  with 
amusing  characters,  including  Tim  Tim- 
mons,  a  former  motivational  speaker  on 
the  corporate  circuit  who  founded  the 


10,000-member  South  Coast  Community 
Church  in  Irvine,  Calif.  (Congregational 
theme:  "I'm  not  okay,  you're  not  okay. 
But  that's  okay.  See?") 

Many  are  the  conflicts  between  devel- 
opers and  preservationists.  Developer 
John  Tilghman  Hazel  Jr.,  Garreau 
writes,  has  so  rapidly  transformed  entire 
Northern  Virginia  landscapes  that  his 
vanquished  opponents  have  been  "re- 
duced to  describing  him  in  satanic 
terms — no  less  than  the  Prince  of  Dark- 
ness and  the  Father  of  Lies."  But  some 
ground  is  sacred.  A  moving  epilogue  de- 


Heenan  predicts  that  scaled-b-J 
"minimalist  corporations"  will  incil 
ingly  seek  a  better  quality  of  lift! 
small-town  America.  Among  his  e>| 
pies  are  Mrs.  Fields  Cookies,  wl 
moved  from  San  Francisco  to  Park  (| 
Utah,  and  Lands'  End,  which  left  Cl| 
go  for  Dodgeville,  Wis. 

Still,  most  major  companies  can  n| 
only  so  far  from  a  big  city  before  exj 
tives  begin  to  feel  cut  off.  When  Genl 
Dynamics  recently  exited  St.  Louis,! 
the  $10  billion  defense  contractor  rrl 
to  Des  Moines;  Naples,  Fla.;  Porthp 
Me.;  or  any  of  Heenan's  other  frorJ 
boomtowns?  Nope.  It  settled  near  Wl 
ington,  for  obvious  reasons. 

Actually,  much  of  Heenan's  "nl 
frontier  is  pretty  old  stuff.  For  instai 
while  he  cites  lots  of  big  companies  i 
have  made  it  in  small  towns — Kellcj 
Hershey  Foods,  Dow  Chemical,  Hern 
Miller,  and  Wal-Mart— they're  all  hi 
born  and  bred.  In  fact,  while  scores 


m%s  corporations 
abandon  the  cities, 
a  strange  new 
America  is  taking 
shape 


scribes  how  suburbanites  saved  part  of 
Virginia's  Manassas  Battlefield,  site  of 
some  of  the  Civil  War's  bloodiest  fight- 
ing, from  Hazel's  bulldozers. 

Edge  City  reads  less  like  an  analysis 
of  shifting  demographics  than  an  epic 
based  on  America's  400-year  quest  for 
territory.  Unfortunately,  that  is  also  the 
book's  major  flaw.  While  Garreau  is 
quick  to  point  out  an  especially  ugly 
planned  community,  he  shies  from  as- 
sessing the  larger  meaning  of  this  trend. 

Where  does  America  go  from  here? 
Farther  out  yet,  argues  David  Heenan  in 
The  New  Corporate  Frontier.  Cost  con- 
cerns and  competition,  Heenan  notes, 
have  forced  Big  Business  to  shed 
weight.  And  with  faxes,  modems,  and 
videoconferencing,  corporate  headquar- 
ters no  longer  have  to  be  in  or  even  near 
a  major  city.  (As  chairman  of  Theo.  H. 
Davies  &  Co.,  a  conglomerate  in  Hawaii, 
Heenan  has  a  fitting  vantage  point.) 


companies  have  moved  to  the  'bur 
few  so  far  have  moved  to  the  boonie 

To  be  fair,  Heenan  admits  that  sn 
towns  aren't  for  everyone.  He  include 
10-point  "Checklist  for  CEOs"  to  help 
termine  whether  a  move  is  right. 

I  came  away  from  these  books  feel 
uneasy  about  the  trends  they  descri 
Workers  who  once  sought  refuge 
yond  the  city  line  now  find  urban  d 
noise,  and  congestion  infiltrating  th 
backyards.  And  the  planned  devel 
ments  growing  in  the  exurbs  have  "er 
ronmental"  rules  that  seem  detrimew 
to  nature  itself.  As  the  son  of  a  Sou 
ern  California  developer  told  Garreau: 
think  the  idea  of  killing  the  birds  tl 
land  in  your  lake  because  they  foul  t 
grass  ...  I  think  there's  something 
zarre  about  that."  I  do,  too. 

BY  BRUCE  HAC 

Staff  Editor  Hager  grew  up  in  the  edge  c 
of  Greenwich,  Conn. 
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AM1  wants  you  back  so  much,  we'll  even 
pick  up  the  tab  for  a  month. 


One  month  of  free  long  distance  -  up  to 
$2,000*  -  when  your  business  switches 
to  AT&T  PRO®  WATS  by  12/9/91. 

At  AT&T,  every  business  customer 
is  important.  That's  why  we're  out  to  win 
each  and  every  one  back  to  AT&T  PRO  WATS. 

And  if  you  switch  back  to  PRO  WATS 
before  December  9, 1991,  and  request  instal- 
lation b)<  December  20, 1991,  we'll  reimburse 
you  for  a  month  of  long  distance  -  up  to 
 $2,000* 

Your  business  deserves  the  best.  So  if  your  current  long  dis- 
tance company  isn't  giving  you  the  service  and  quality  you  expected, 
then  you  owe  it  to  yourself  to  switch  back  to  PRO  WATS. 

That's  because  PRO  WATS  offers  discounts  on  AT&T  direct- 
dialed  calls:  out-of  state;  in-state  (in  most  states);  AT&T  International 
calls;  even  AT&T  Corporate  Calling  Card  calls  to  domestic  and  inter- 
national destinations. 

And  since  PRO  WATS  is  a  volume  business  discount  calling 
plan,  the  more  you  call,  the  more  you  save. 

But  that's  not  all.  AT&T  PRO  WATS  also  gives  you  the  best 
call  completion  rate  and  the  best  call  setup  time  in  the  industry.** 

And  AT&T  offers  a  family  of  calling  plans  that  can  help  any 
business  save  -  no  matter  how  or  where  you  call  long  distance. 

Remember,  AT&T  wants  you  back.  And  to  prove  it,  we'll  give 


you  a  month  of  long  distance,  free.  But  this  offer  ends  December  9, 
1991,  so  come  back  soon! 

Let  AT&T  pick  up  the  tab  when  you  switch: 
Call  1  800  222-0400,  Ext  2749 

^AT&T 

^^^The  right  choice. 


My  business  wants  to  come  back 
and  save  with  AT&T  PRO*  WATS. 

□  Yes,  my  company  w<  mid  like  to  switch  to  AT&T  PRO  WATS 
business  discount  calling  plan. 

□  We'd  like  to  learn  more  about  PRO  WATS.  Have  someone  call  us. 


Name  

Company  - 
Address  _ 
City  


.Title. 


.  State . 


.Zip. 


Business  Phone  5   

Mail  to:  AT&T,  1100  Walnut  St.,  P.O.  Box  419548,  Kansas  City,  MO  64179-0219 
Or  call  1  800  222-0400,  Ext  2749 


RS  I  | 


'Pending  FCC  approval.  Some  restrictions  apply.  Reimbursement  based  on  March  1992  dated  bill  for  usage  on  lines  switched  back  from  another  long  distance  carrier,  and  will  be 
received  as  credit  on  your  May  1992  dated  bill.  Usage  credit  cannot  exceed  February  1992  dated  bill  for  usage  on  lines  switched  to  AT&T  between  9/9/91  and  12/9/91.  Available  only  in 
AT&T  billed  areas. 

"Based  on  6/30/91  Bell  Labs  test  results.  ©  1991  AT&T 


Economic  Viewpoint 


MIKE  MILKEN, 
SCAPEGOAT  FOR  THE  FEDS 


BY  PAUL  CF 


.WA 

The  claim  that 
Milken's  junk  bonds 
amounted  to  a  Ponzi 
scheme  that  robbed 
S&Ls  is  ridiculous. 
Ponzi  schemes  can't 
recover  when  they 
collapse.  But  junk  is 
roaring  back,  its  dive 
the  temporary  result 
of  government 
missteps. 


PAUL  CRAIG  ROBEPTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POUTICAL 
ECONOMY  IN  WASHINGTON 


■  s  selling  junk  bonds  really  worse  than  rig- 
I  ging  the  government-bond  market?  Judging 
H  from  the  mild  slap  on  the  wrist  that  Sa- 
lomon Brothers  Inc.  has  received  so  far  for 
cornering  Treasury  auctions,  it  is.  The  gov- 
ernment's disparate  treatment  of  Drexel  Burn- 
ham  Lambert  Inc.  and  junk-bond  king  Michael 
R.  Milken  on  the  one  hand  and  Salomon  Broth- 
ers on  the  other  supports  the  \iew  that  Drex- 
el and  its  star  income-producer  were  unfairly 
singled  out  as  targets. 

The  government  is  pursuing  Milken  beyond 
prison  and,  after  extracting  S600  million  from 
him.  now  wants  to  dun  him  for  the  losses  of 
sa\ings-and-loan  associations  that  resulted  from 
the  Financial  Institutions  Reform.  Recovery 
&  Enforcement  Act  of  1989  (FTRREA),  which 
prompted  thrifts  to  dump  their  junk  bonds 
on  the  market. 

The  government's  handling  of  the  case 
against  Milken  abounds  in  contradictions  and 
inconsistencies.  Milken  is  being  held  responsi- 
ble for  S&L  failures  because  he  allegedly  "en- 
snared" S&Ls  in  a  fraudulent  junk-bond  mar- 
ket. Therefore,  the  argument  goes,  he  is  liable 
for  civil  damages  to  the  Resolution  Trust  Corp. 
and  the  Federal  Deposit  Insurance  Corp.  for 
the  cost  to  taxpayers  of  bailing  out  Columbia 
Savings  &  Loan  Assn.  and  others. 
'DEMAGOGY.'  The  accusation  that  Milken 
bilked  thrifts  with  a  fraudulent  market  is 
based  on  the  temporary  collapse  in  junk-bond 
prices  resulting  from  the  government's  attack 
on  the  market.  Junk-bond  prices  have  recov- 
ered, and  most  of  the  losses  were  the  conse- 
quences of  ill-advised  government  actions. 

The  charge  that  Milken  is  responsible  for 
s&L  losses  was  rejected  by  both  Judge  Kimba 
M.  Wood,  who  presided  over  the  trial  that 
bludgeoned  Milken  into  pleading  guilty  under 
the  Racketeer-Influenced  &  Corrupt  Organi- 
zations Act,  and  one  of  the  government  pros- 
ecutors of  Drexel,  Mark  C  Hansen,  who  sub- 
sequently labeled  the  charge  "pure  demagog}-." 
Judge  Wood  found  Milken  to  be  but  one  of 
many  "forces  acting  in  the  marketplace." 

The  scapegoating  of  Milken  is  a  flagrant 
case  of  selective  prosecution  that  violates  the 
fundamental  principle  of  equal  treatment  under 
the  law.  The  legal  firm  Cravath.  Swaine  & 
Moore  has  been  employed  by  the  RTC  at  a 
taxpayer-paid  contingency  fee  of  S600  an  hour 
to  develop  a  civil  liability  case  against  Milken. 
Yet  Cravath  was  the  law  firm  that  handled  the 
underwriting  of  some  of  the  most  notorious 
junk-bond  failures,  including  the  offerings  for 
General  Development  Corp.  and  Campeau 
Corp.'s  retailing  empire— which  helped  sink 
Columbia.  This  is  a  case  of  the  pot  being  paid 
to  call  the  kettle  black. 


The  government's  choice  of  Cravath  to  { 
sue  Milken  is  even  more  dubious  in  view 
the  lawsuits  the  government  filed  agai 
other  law  firms  that  checked  titles  and  dr 
ed  deeds  in  routine  S&L  real  estate  work, 
government's  argument  is  that  these  ati 
neys,  by  failing  to  recognize  bad  deals  in 
vance  and  refusing  to  close  them,  are  liable 
their  clients'  s&L  real  estate  losses.  If  that's 
why  isn't  the  government  suing  Cravath  for 
corresponding  junk-bond  market  role? 
bigger  BILKERS.  The  government's  claim 
Drexel's  junk  bonds  amounted  to  a  Milk 
designed  Ponzi  scheme  is  ridiculous.  Pc 
schemes  can't  recover  when  they  collapse, 
junk  bonds  have  come  roaring  back— mud 
the  benefit  of  the  RTC's  chief  adviser  on 
posing  of  its  junk  bonds,  Salomon  Broth< 
which  it  turns  out  was  also  the  chief  pure! 
er  of  the  bonds. 

More  evidence  suggesting  that  the  gov< 
ment  is  conducting  a  selective  vendetta  aga 
Milken  is  to  be  found  in  Salomon's  Apr. 
1991,  report.  Original-Issue  High-Yield  Defi 
Study,  on  the  incidence  of  junk-bond  defai 
through  March,  1991.  Junk  bonds  issued 
Drexel  Burnham  have  one  of  the  lowest 
fault  rates,  standing  at  15.7%,  compared  v, 
Bear  Steams'  24.6%,  First  Boston's  17.1 
Goldman  Sachs's  22.4%,  Merrill  Lynch's  3L 
PaineWebber's  51.7%,  Prudential  Securit 
21.5%.  L.  F.  Rothschild's  44.7%,  and  Salor 
Brothers'  25.8%.  Indeed,  the  junk-bond  de 
that  Cravath  worked  on  have  a  higher 
fault  rate  than  Drexel's.  So  if  selling  jt 
bonds  that  go  bad  is  a  crime,  why  aren't 
vath  and  the  rest  of  Wall  Street  in  the  di 
with  Milken? 

What  goes  around  comes  around.  The 
ernment  cannot  justify  such  a  highly  pu 
cized  attack  on  Milken  while  ignoring  m 
famous  names  whose  junk-bond-default  ra 
make  them  bigger  bilkers  of  the  public.  If 
government  wins  this  case,  the  liability  as 
dated  with  selling  any  financial  asset  that 
dines  in  value  will  become  horrendous. 

The  errors  committed  by  Milken  and  Dr 
el  appear  to  be  inadvertent,  technical,  £ 
without  malice  aforethought.  However,  it 
impossible  to  rig  a  government-bond  auct 
without  malice  aforethought,  much  less  to 
peat  the  process.  The  disparity  between  cri 
and  punishment  in  the  Milken-Drexel  and 
lomon  cases  is  so  blatant  as  to  confirm  1 
judgment  of  The  Economist,  which,  on  Nov. 
1990.  called  the  government's  attempt  to  : 
Milken  for  s&L  losses  "blatant  political  opp 
tunism,  an  attempt  to  shift  some  of  Washi; 
ton's  blame  for  the  S&L  collapse  on  to  ft 
Street." 
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It  can  help  you  turn  the  tables. 

Let's  say  you  didn't  have  a  Day  Runner -Personal  Organizer.  Could  you  possibly  set 
goals  and  plot  how  effectively  you're  meeting  them?  Keep  track  of  which  contacts  came  from 
where?  Identify  opportunities  and  put  yourself  in  a  position  to  capitalize  on  them? 

Maybe.  But  if  you  can't,  what  makes  you  think  that  big  shot  nMW^MJMB^gf 
on  the  other  side  of  the  desk  is  going  to  give  you  an  inch?  Wff^^ofoAu\z^ 

You'll  find  Day  Runners  in  office  products  stores,  specialty  shops,  department  stores,  and  the  hands  oj  people  everywhere  who  are  determined  to  get  ahead. 
For  more  information-like  where  to find  a  nearby  Day  Runner  dealer-call  800  635-5544.  In  Canada,  call  800  668-4575. 


Coping  with 
Unexpected  growth. 


Growth  is  great. 

It's  what  every  business  scratches,  digs  and  sweats  for. 
But  it  can  present  problems  if  you're  not  ready  for  it.  To 
handle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
one  of  Minolta's  small  business  copiers  would  be  an  excellent 
place  to  start. 

In  addition  to  being  compact,  easy  to  operate  and  load, 
they  can  give  you  the  kinds  of  things  that  help  any  growing 
Pusiness  keep  up. 

Like  complete  sets  of  copies  (without  expensive  sorting 
attachments).  Cartridge  loading,  interrupt  capability  (which 
allows  you  to  jump  in  and  make  a  quick  copy  even  in  the 
middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 
optional  no-risk  warranty. 

So  if  you  want  a  copier  that  will  allow  you  to  be  ready  for 
whatever  crops  up,  call  1  -800-9-MINOLTA. 


ONLY  FROM  THE  MIND  OF  MINOLTA  MINOLTA 


conomic  Trends 


BY  GENE  KORETZ 


CAN  THE  U.S.  KEEP  IIP 

ITS  STELLAR 

TRADE  PERFORMANCE? 


There's  no  gainsaying  the  stunning 
improvement  in  America's  trade  per- 
formance in  recent  years— particularly 
on  the  export  side.  Aided  by  a  depreci- 
ating greenback,  goods  exports  valued  in 
current  dollars  rose  at  about  a  15%  an- 
nual rate  from  198(5  to  1990,  and  they 
have  continued  to  rise  this  year  despite 
weakening  in  many  major  markets.  But 
the  key  question  is  whether  underlying 
trends  in  manufacturing  productivity 
and  labor  compensation  spell  growing 


FACTORY  WAGES  OVERSEAS 
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competitiveness  for  American  products 
or  whether  trade  improvements  will 
hinge  on  further  dollar  devaluation. 

Based  on  international  data  for  1990, 
compiled  by  the  Bureau  of  Labor  Statis- 
tics, the  near-term  outlook  remains  pos- 
itive. The  bls  reports  that  unit  labor 
costs— the  labor  costs  involved  in  pro- 
ducing one  unit  of  output— rose  just  0.7% 
in  the  U.  S.  last  year,  less  than  such 
costs  rose  in  12  other  industrial  countries 
including  Japan.  Indeed,  since  1982,  the 
U.  S.  has  actually  posted  the  smallest 
rise  in  unit  labor  costs  of  the  seven 
largest  industrial  nations. 

Two  factors  have  contributed  to  this 
performance:  U.  S.  wage  restraint  and 
factory-productivity  gains.  From  1982  to 
1990,  U.  S.  factory  workers  received  the 
lowest  increase  in  hourly  compensation 
among  the  12  industrial  nations  surveyed 
by  the  BLS.  And  that  continuing  trend, 
combined  with  the  dollar's  sharp  decline 
since  1985,  has  now  pushed  U.  S.  labor 
compensation  in  manufacturing  below 
the  levels  of  several  of  its  major  com- 
petitors (chart). 


Productivity  is  the  critical  variable, 
however.  Worries  about  lagging  U.  S. 
pi'oductivity  growth,  which  took  on  ur- 
gency in  the  1970s,  were  assuaged  when 
factory  productivity  surged  during  the 
recent  expansion,  as  American  industry 
turned  lean  and  mean.  But  U.  S.  manu- 
facturing productivity  rose  just  0.9%  in 
1989,  compared  with  5.2%  in  Japan  and 
4.3%  in  Germany.  And  although  U.  S. 
industry  managed  to  post  a  respectable 
2.5%  gain  last  year  by  shedding  work- 
ers, that  gain  was  also  surpassed  by 
Japanese  and  German  manufacturers. 

For  the  moment,  business-cycle  ef- 
fects appear  to  be  obscuring  underlying 
productivity-growth  trends  in  the  U.  S. 
and  other  countries.  But  a  number  of 
observers  are  fearful  that  the  capital- 
spending  boom  that  energized  overseas 
economies  in  recent  years  and  the  slow- 
down in  such  investment  in  the  U.  S. 
may  herald  a  period  in  which  American 
productivity  gains  again  seriously  lag 
behind  those  of  its  trading  rivals. 


LOTS  OF  LOOKERS, 
BUT  NOT 

MANY  HOME  BUYERS 


One  intriguing  indicator  of  the 
strength  and  direction  of  the  hous- 
ing market  is  the  traffic-to-sales  ratios 
chalked  up  by  builders  who  sell  by 
putting  up  new  model  homes— that  is, 
the  percentage  of  lookers  that  actually 
become  buyers.  Based  on  a  recent  sur- 
vey of  such  builders  of  single-family  de- 
tached homes,  the  National  Association 
of  Home  Builders  reports  that  the  me- 
dian number  of  lookers  to  buyers  was 
about  20  to  1  in  1989  and  1990  but  had 
risen  to  30  to  1  by  the  second  quarter  of 
this  year.  In  other  words,  far  fewer  po- 
tential buyers  were  able  or  willing  to 
pony  up  the  cash  for  an  actual  purchase. 

That  reluctance  didn't  apply  equally  to 
all  homes,  though.  In  1989,  the  traffic-to- 
sales  ratios  of  homes  costing  less  than 
8100,000  and  more  than  $250,000  were 
relatively  close— 20  to  1  and  23  to  1,  re- 
spectively. By  the  spring  of  1991,  how- 
ever, the  lower-priced  home  ratio  had 
risen  to  just  23  to  1,  while  it  took  50 
prospective  buyers  of  high-end  homes 
to  produce  a  sale. 

From  1989  to  mid- 1991,  the  traffic-to- 
sales  ratio  behaved  differently  region- 
ally as  well— staying  relatively  flat,  at  20 
to  1,  in  the  Midwest  and  South,  while 
doubling,  to  50  to  1,  in  the  West,  and 
l'ising  from  23  to  1  to  39  to  1  in  the 
Northeast.  In  short,  builders  focusing 
on  the  South  and  Midwest  and  on  pro- 
ducing lower-priced  homes  seem  to  have 
weathered  recessionary  storms  the  best. 


SOON,  JAPAN  WILL 
WAVE  GOODBYE 
TO  CHEAP  CAPITAL 


Japan's  debt-addicted  business  se< 
is  facing  a  severe  financial  hango 
To  help  meet  their  huge  appetite 
capital,  notes  economist  William  P.  S 
ling  of  Merrill  Lynch  Econom 
Japanese  corporations  raised  some  $ 
billion  through  convertible  bonds 
warrant  bonds  in  recent  years.  And 
bulk  of  those  bonds  and  warrants 
mature  in  the  next  three  years  and 
come  eligible  for  cash  redemption  if 
uity-conversion  rights  are  not  exerci: 
The  problem  is  that  the  Japan 
stock  market  has  plunged  40%  since 
1989,  making  the  conversion  formi 
of  many  of  the  convertible  bonds 
warrants  absurdly  excessive  in  term: 
current  stock  prices.  Thus,  barrin, 
new  stock  market  boom,  most  lend 
are  likely  to  opt  for  cash  redemption: 
their  bonds  and  warrants.  And  Japan 
companies  will  have  to  build  big  c 
reserves  to  cope.  The  real  crunch 
start  next  yeai\  when  some  $44  bil 
worth  of  convertible  bonds  and  warr 
bonds  will  become  eligible  for  redei 
tion,  followed  by  an  additional  $88  bil 
and  $44  billion  worth  in  1993  and  19! 

The  upshot  is  that  Japanese  corpc 
tions  will  be  forced  to  cut  back  cap 
spending  and  development  outlays. 
Japan's  competitors,  adds  Sterling, 
good  news  is  that  Japanese  compar 
will  no  longer  enjoy  the  access  to  ult 
cheap  capital  that  gave  them  a  unk 
competitive  edge.  The  bad  news  is  t 
"a  slowdown  in  domestic  growth  n 
spur  Japan's  corporations  to  engage 
aggressive  pricing  overseas  to  maint 
production  volume  at  home." 


MANUFACTURERS 
ARE  STILL 

SINGING  THE  BLUES 


Although  demand  is  rising,  indus 
still  appears  to  be  in  the  soup.  1 
Manufacturers'  Alliance  for  Productiv 
&  Innovation's  survey  of  some  125  ma 
manufacturing  companies  in  August  £ 
September  indicates  that  business 
tivity,  though  expanding,  is  not  expecl 
to  rise  above  year-earlier  levels  t 
year.  Moreover,  most  companies  s 
think  their  inventories  are  too  high  a 
report  that  profit  margins  are  still  er< 
ing.  The  survey's  brightest  note 
overwhelming  belief  that  better  bi 
ness  lies  ahead  next  year. 
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BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


ATES  ARE  DOWN,  INFLATION'S  DOWN 
0  WHERE'S  THE  DARN  RECOVERY? 


IFLATION  BEATS  A 
BROAD  RETREAT 


fHor  all  the  criticism  that  the  Federal  Reserve  has 
1 1  endured  in  recent  years,  the  central  bank  can  lay 
claim  to  one  shining  accomplishment:  It  has  set  the 
nomy  on  the  road  to  lower  inflation.  Critics  complain 
t  the  cost  has  been  subpar  economic  growth.  Now, 
stakes  are  getting  even  higher.  The  effort  threatens 
scuttle  the  struggling  economic  recovery. 

The  Fed  appeared  to  acknowl- 
edge as  much  on  Sept.  13,  when 
it  cut  the  discount  rate  by  a  half 
point,  to  5%,  and  the  federal 
funds  rate  by  a  quarter  point, 
to  5V4%.  The  moves  constitute 
the  second  easing  of  monetary 
policy  in  five  weeks,  and  they 
were  motivated  by  weak  growth 
of  money  and  credit,  lower  in- 
flation, and  concern  over  the  re- 
covery. Indeed,  some  of  the  re- 
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it  data  raise  doubts  about  the  upturn's  staying  power. 
The  Fed's  own  report  from  its  12  districts,  which  is 
;pared  for  the  central  bank's  policy  meeting  on  Oct.  1, 
/s  that  the  recovery  continues  to  be  "uneven."  That 
s  the  same  bland  assessment  given  in  a  similar  survey 
nonth  ago.  According  to  the  current  report,  manufac- 
•ing  is  a  plus  for  the  upturn,  but  the  lack  of  a  mean- 
fful  rebound  in  consumer  spending  is  a  drag. 

URTHER  The  ongoing  improvement  in  inflation 
'ATE  CUTS  gave  the  Fed  the  leeway  to  ease  policy. 
BE  A  The  consumer  and  producer  price  indexes 

iOODBET  eac}a  rose  a  mere  o.2%  in  August.  More- 
er,  the  annual  pace  of  core  inflation — which  excludes 
rations  in  food  and  energy  prices  that  can  distort  the 
le  trend — continues  to  fall  for  both  indexes  (chart). 
With  the  price  indexes  looking  better,  the  bond  market 
cepted  the  Fed's  moves  without  fear  that  easier  money 
>uld  fuel  inflation.  The  rate  on  30-year  Treasury  bonds 
now  below  8%  for  the  first  time  in  nearly  two  years. 
Lower  bond  yields  have  pushed  fixed  mortgage  rates 
9.14%  in  mid-September,  their  lowest  in  iVi  years, 
lat  will  add  support  to  the  upturn  in  homebuilding 
mrt).  Also,  banks  are  cutting  their  prime  rates  by  a 
lf-point,  to  8%.  That  will  reduce  the  cost  of  some 
nsumer  and  business  loans.  However,  even  lower  rates 
ly  be  needed  to  spark  the  economy  in  such  a  financial- 
troubled  environment  (page  20). 
Indeed,  further  cuts  in  short-term  rates  by  the  Fed  in 
ming  weeks  cannot  be  ruled  out.  Also,  the  bright 
tlook  for  inflation  argues  that  long-term  interest  rates 


THE  SLOW  RECOVERY 
IN  HOMEBUILDING 

1.6  r 


will  head  lower.  In  August,  the  consumer  price  index 
rose  3.8%'  from  a  year  ago,  down  sharply  from  the  6.4% 
pace  last  October.  Part  of  that  slowdown  results  from 
last  year's  runup  and  subsequent  drop  in  energy  prices. 

The  most  encouraging  news  on  inflation  is  that  service 
prices  are  proving  to  be  a  lot  less  stubborn  than  many 
economists  had  expected.  Annual  growth  of  the  CPI  for 
services  accelerated  to  6.2%  in  February,  but  by  August, 
that  pace  had  fallen  off  sharply,  to  only  4.6%. 

More  important,  inflation  is  headed  lower  still.  In  the 
past,  inflation  has  declined  well  into  an  economic  recov- 
ery, primarily  reflecting  continued  slack  in  labor  markets 
and  production  capacity.  This  time,  the  weak  recovery 
will  hold  back  price  growth  even  more,  which  should 
allow  more  room  for  interest  rates  to  fall. 

The  ongoing  weakness  in  the 
growth  of  money  and  credit  is 
another  reason  why  inflation 
will  decline  even  more.  But  it 
raises  a  concern.  Unprecedented 
back-to-back  declines  in  the  M2 
money  supply  in  July  and  Au- 
gust have  reduced  money 
growth  to  only  2.5%  during  the 
past  year.  Money  growth  that 
low  is  certainly  consistent  with 
lower  inflation.  However,  it  is 
inconsistent  with  even  a  modest  economic  recovery. 

The  historical  link  between  the  growth  of  M2  and 
gross  national  product  is  steadfast.  Without  a  speedup  in 
money  growth,  or  an  unlikely  surge  in  the  rate  at  which 
money  turns  over,  the  central  bank's  own  forecast  of  5% 
to  7%  growth  in  nominal  GNP  cannot  be  realized. 

In  addition,  with  nominal  GNP — and  thus  incomes  and 
profits — apparently  destined  to  grow  so  sluggishly, 
many  consumers  and  businesses  will  find  it  difficult  to 
pay  off  debts  that  carry  borrowing  costs  of  8%  or  9%. 
The  implication:  Long-term  interest  rates  are  still  too 
high  given  the  Fed's  goals  for  economic  growth. 

MOMS  TO  Recent  reports  on  consumer  demand 
TOTS:  NO  raise  the  latest  doubts  about  the  recov- 
NEW  PENCIL   ery's  progress.  August  is  the  important 

BOXES  back-to-school  shopping  month,  but  this 

year,  many  consumers  apparently  dropped  out,  as  retail 
sales  slumped  an  unexpectedly  large  0.7%.  Weak  car- 
buying  led  the  decline,  but  elsewhere,  store  receipts 
were  off  by  0.2%.  And  after  adjusting  for  inflation,  real 
retail  sales  have  gone  nowhere  since  March. 

Department-store  sales  fell  0.9%  in  August,  although 
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they  had  posted  a  healthy  3.9%  gain  in  July.  Apparel 
buying  was  virtually  unchanged  from  July,  perhaps  be- 
cause consumers  balked  at  the  steep  price  hikes  on  cloth- 
ing reported  in  the  July  and  August  CPIs.  That  suggests 
apparel  prices  may  be  marked  down  in  coming  months — 
a  big  help  to  the  overall  inflation  picture. 

Purchases  of  building  materials  and  furniture  were 
also  down  in  August — a  sign  that  the  housing  recovery 
is  running  out  of  steam  even  as  mortgage  rates  decline. 
Indeed,  housing  starts  barely  rose  in  August.  They  were 
up  0.6%,  to  an  annual  rate  of  1.07  million,  and  building- 
permits  fell  4.9%,  their  first  drop  since  January. 


I  FACTORIES 
|  JUST 
i  KEEP  ON 
I  HUMMING 

mines,  and 


Lower  interest  rates  will  help  to  keep  the 
housing  recovery  on  track,  and  they  will 
also  add  support  to  the  ongoing  rebound 
in  manufacturing.  Output  at  factories, 
utilities  rose  by  0.3'/  in  August — its  fifth 
gain  in  a  row.  Manufacturing  output  also  increased  by 
0.3%,  after  rising  0.7%  in  July.  The  August  gain  was 
even  higher  outside  of  the  sliding  auto  industry.  Exclud- 
ing cars,  industrial  production  was  up  0.5%. 

The  rise  in  output,  though, 
still  has  not  put  much  pressure 
on  capacity.  In  August,  operat- 
ing rates  for  all  industry  rose  to 
80%,  from  79.9%  in  July  (chart). 
Factories  alone  used  78.7%  of 
their  capacity  last  month,  from 
July's  78.6%.  But  that's  down 
from  82.9%  a  year  ago. 

In  general,  operating  rates 
are  below  the  83%'  mark  at 
which  price  pressures  appear. 


A  LOT  OF  CAPACITY 
REMAINS  IDLE 
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Some  industries,  including  paper  and  petroleum  refining, 
are  back  in  the  90%  range.  But  with  demand  so  weak, 
even  these  industries  have  been  unable  to  raise  prices 
over  the  past  year. 


So  far  in  the  third  quarter,  output  is  running  6% 
above  its  second-quarter  pace,  at  an  annual  rate.  Tut 
gain  should  boost  this  quarter's  growth  in  real  GNP.i 

Moreover,  it  seems  that  little  of  the  summer's  increa 
in  output  has  ended  up  in  inventory.  In  July,  total  invi 
tories  held  at  factories,  wholesalers,  and  retailers  fell  I 
the  sixth  month  in  a  row,  dropping  0.3%>. 

Total  business  inventories  still  remain  quite  low  rM 
tive  to  sales.  But  retail  stock  levels  alone  edged  upl 
0.3%  in  July,  and  weak  buying  in  August  suggests  tl 
inventories  rose  again  last  month.  Retailers  will  guJ 
against  any  unwanted  inventory  buildup  as  the  holiol 
shopping  season  begins.  The  concern:  Overly  cautujj 
ordering  by  retailers  could  slow  the  factory  recovery 

Already,  the  troubles  at  car 
dealerships  are  falling  back 
onto  Detroit.  Sales  of  new  do- 
mestically made  cars  fell  by 
10.5%  in  August,  to  a  6.1  million 
annual  rate,  and  then  slipped  to 
just  5.4  million  in  early  Septem- 
ber (chart). 

With  sales  less  than  recovery 
caliber,  carmakers  are  cutting 
their  production  plans.  In  Au- 
gust, cars  were  built  at  a  5.3 


CAR  SALES  ARE 
STALLING  OUT 


SALES  OF  NEW 
DOMESTICALLY  MADE  CARS 
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million  rate,  an  11.7%  drop  from  July.  And  the  four! 
quarter  output  schedule  is  one  of  the  weakest  yearei 
plans  since  the  1981-82  recession.  However,  the  disnJ 
performance  of  car  sales  means  that  discounts  and  I 
nancing  incentives  are  likely  to  be  reintroduced  soon- 
another  plus  for  the  inflation  outlook. 

The  Fed  has  been  counting  on  just  that  kind  of  inti>> 
play  between  demand  and  price  to  keep  inflation  i. 
check.  However,  the  economy  may  have  grasped  ts 
lesson  all  too  well.  Now,  the  central  bank  must  mai 
sure  it  balances  its  desires  for  low  inflation  with  tl 
needs  of  a  fledgling  recovery. 


FEDERAL  BUDGET 

hasn't  risen  since  June,  as  consumers 
have  become  more  pessimistic  about  the 
economy's  performance  within  the  next 
six  months  and  about  their  own  job  pros- 
pects. The  expected  flat  reading  in  Sep- 
tember suggests  little  pickup  in  consum- 
er spending  this  month. 

DURABLE  GOODS  ORDERS 

Monday,  Sept.  23,  2  p.m. 
The  federal  government  will  probably 
report  a  deficit  of  $44.6  billion  for  Au- 
gust, according  to  economists  polled  by 
McGraw-Hill   Inc.'s  MMS  International. 
That  would  be  an  improvement  from  last 
August's  $52.7  billion  gap.  Tax  receipts, 
however,  continue  to  deteriorate  because 
of  slow  personal  income  and  corporate 
profit  growth. 

CONSUMER  CONFIDENCE 

Wednesday,  Sept.  25,  8:30  a.m. 
New  orders  for  durable  goods  likely  fell 
by  3.7%  in  August,  say  the  MMS  econo- 
mists. However,  the  drop  could  be  larger 
since  it  follows  a  huge  11.2%  runup  in 
orders  in  July.  That  jump  was  caused 
partly  by  a  gain  in  aircraft  orders  that 
undoubtedly  fell  back  last  month.  The 
July  rise  in  new  demand,  coupled  with 
the  modest  gain  in  August  output,  sug- 

Tuesday,  Sept.  24,  10  a.m. 
The  MMS  consensus  expects  that  the 
Conference  Board's  index  of  consumer 
confidence  was  unchanged  in  September 
from  August's  level  of  76.3.  The  index 

gests  that  unfilled  orders  rose  kf 
month,  after  advancing  1.4%  in  July.  I 

PERSONAL  INCOME  I 

Friday,  Sept.  27,  10  a.m. 
Personal  income  probably  increased  a  il 
spectable  0.5%  in  August,  after  fallij 
0.1%  in  July.  That's  indicated  by  tl 
gains  in  wages  and  the  workweek  ki 
month.  However,  consumer  spendiij 
likely  showed  no  change  in  August  aftf 
rising  0.4%  in  July.  Growth  in  servil 
outlays  is  expected  to  offset  a  decline  t 
goods  purchases.  If  the  August  expedl 
tions  pan  out,  it  would  be  the  first  tirl 
since  April  that  income  increased  at! 
faster  pace  than  spending  did.  Th| 
means  the  savings  rate  edged  up  frols 
the  low  level  of  3.7%  in  Julv. 
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Forget  ivy-covered  walls  and  lounging  on  the  grass.  Today's  students  are  rushing  to  meet 


the  21st  Century.  Libraries  are  now  "multimedia  buildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "applied  technology  facilities."  At  California  State  University,  Fresno, 
there's  even  a  special  system  to  integrate  all  of  these  resources.  It's  called  a  telephone. 
Actually,  the  students  of  CSUF  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
all  voice,  video  and  data  communications,  this  massive  digital  network  provides  access  to  thousands  of  on-campus 
computer  workstations,  telephones  and  telecommunications  services.  From  the  status  of  a  starting  freshman  to 
the  final  grades  of  a  graduating  senior,  the  F9600'"  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  Call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fujitsu,  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries 


The  global  computer  &  communications  company- 
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WILL  CHEAPER 
MONEY  WORK? 

MAYBE,  BUT  AN  UPTURN  MAY  NEED  EVEN  MORE  HELP 


Have  interest  rates  lost 
their  punch?  It  sure 
seems  that  way. 

The  Federal  Reserve 
Board  has  cut  the  dis- 
count rate  four  times 
and  pushed  down  the  federal  funds 
rate  nine  times  over  the  past  nine 
months.  The  Fed's  latest  move  came  on 
Sept.  13,  when  it  cut  the  discount  rate 
from  5.5%  to  5%,  the  lowest  level  in  18 
years.  The  rate  on  federal  funds,  or  ex- 
cess bank  reserves,  fell  by  a  quarter  of  a 
percentage  point,  to  5.25%.  Yet  so  far, 
many  of  the  tangible  signs  of  economic 
recovery  have  been  downright  anemic. 
Retail  sales  are  falling,  and  auto  sales  in 
particular  have  slipped  again  after  prom- 
ising signs  of  a  rebound. 
COLD  comfort.  That's  no  surprise  to  a 
growing  band  of  recovery  skeptics.  They 
argue  that  the  financial  excesses  of  the 
1980s  are  weighing  down  the  real  econo- 
my of  the  1990s.  Lower  interest  rates 
don't  offer  relief  from  the  hangover  of 
too  much  debt,  too  many  bad  loans,  and 
too  many  office  buildings  and  shopping 
centers.  And  lower  rates  are  cold  com- 
fort to  the  jobless:  Government  employ- 
ers and  service-sector  businesses  cut 
their  work  forces  by 
63,000  in  July  and  Au- 
gust, and  more  white- 
collar  layoffs  are  in  the 
offing.  "People  are  wor- 
ried about  their  jobs 
and  the  economic 
strength  of  the  indus- 
tries in  which  they 
work,"  says  Clyde  E. 
Gulp,  chief  executive  of- 
ficer of  Texas-based 
Embassy  Suites  Inc., 
the  nation's  largest  all- 
suite  hotel  chain. 

The  doubters  make  a 
strong  case,  but  they're 
probably  overstating 
matters  when  they  say 
the  recession  never  end- 
ed or  that  the  economy 


is  headed  back  down  after  a  brief  re- 
spite. True,  the  1980s  hangover  is  tem- 
pering the  impact  of  lower  interest 
rates.  But  the  Fed  kept  the  recovery 
from  dying  on  Sept.  13.  And  many  econ- 
omists believe  that  to  assure  the  recov- 
ery's continuation,  the  Fed  will  cut  rates 
at  least  once  more. 

Another  cut  wouldn't  be  rash.  The  fed 
funds  rate  could  fall  by  almost  half  a 
percentage  point  more  before  it  matches 
the  567"  average  drop  of  past  recessions. 
The  payoff  would  be  real,  if  modest.  If 
both  short-  and  long-term  interest  rates 
fell  by  one  percentage  point  from  cur- 
rent levels,  real  gross  national  product 
would  grow  an  additional  0.3  percentage 
points  within  one  quarter,  estimates 
Mark  Zandi,  economist  at  Regional  Fi- 
nancial Associates  Inc.  (table). 

The  Fed  doesn't  have  to  do  all  the 
heavy  lifting.  Investors  will  bid  rates 
lower  if  they  believe  that  inflation  is  qui- 
escent. Some  on  Wall  Street  already  feel 
that  way.  "The  recovery  will  be  strong 
enough  so  it  won't  stop,  and  it  will  be 
one  accompanied  by  slow  and  declining 
inflation,"  says  Richard  Berner,  chief 
economist  at  Salomon  Brothers  Inc. 

Evidence  to  bolster  that  view  is  pil- 


ing up:  In  the  three  months  ending 
August,  for  example,  the  consumer  pi 
index  rose  at  a  mere  2.7%  annual  rl 
a  big  improvement  over  last  year's  5 
pace.  Better  yet,  service-sector  inj 
tion  has  also  dramatically  slowed  to  3| 
over  the  past  three  months.  Service 
dustries  such  as  banking,  law,  and  mi 
ance  are  working  leaner  and  smarj 
and  that  should  boost  their  prodil 


WHY  THIS 
RECOVERY 
IS  SO  FRAGILE 

Consumers  have  begun 
spending  again — but  at  a 
far  lower  rate  than  is 
normal  for  the  first  year 
of  a  recovery.  And  since 
confidence  remains  low, 
further  interest-rate 
cuts  may  not  be  enough 
to  shift  the  economy 
into  high  gear 
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y  while  curbing  price  increases. 
jOw  interest  rates  and  tame  inflation 
Id  ensure  a  sustainable  recovery.  Al- 
dy,  industrial  production  has  been 
wing  at  a  7.5%  annualized  rate  since 
toming  out  in  March.  Manufacturing 
or  productivity  rose  at  a  strong  3.6% 
lual  rate  in  the  second  quarter,  too. 
m  confident  the  recession  is  over,  and 
do  expect  modest  growth  in  the 


fourth  quarter,  continuing  into  1992," 
says  Daniel  J.  Sullivan,  a  vice-president 
at  Roadway  Services  Inc.,  a  large  truck- 
ing company.  Texas  Industries  Inc.,  a 
$654  million  producer  of  steel  and  con- 
struction materials,  agrees.  "It's  just 
been  very,  very  slow,  but  in  the  right 
direction,"  says  Kenneth  R.  Allen,  com- 
pany treasurer. 
In  global  markets,  U.  S.  companies  are 


BORROWERS  AREN'T  ENJOYING  THE 
FULL  BENEFIT  OF  FED  RATE  CUTS... 


PRIME  RATE  AS  A  PERCENTAGE  OF 
FEDERAL  FUNDS  RATE 


'I  I  l  I  I  I  I  I  I 


...AND  A  FURTHER  CUT  WOULD 
HAVE  ONLY  A  MODEST  IMPACT 

Projected  effect  at  the  end  of  next  year  of  a 
one-percentage-point  drop  in  interest  rates  now 


Current  projection 


Number  of  units  at  seasonally  adjusted  annual  rate 


1,390,000 


i  i  i  i  i  i 

SEPT.  1991 


Number  of  vehicles  at  seasonally  adjusted  annual  rate 

9,900,000  10,045,000 

Percent  change  at  seasonally  adjusted  annual  rate 

3.0%  4.5% 


more  competitive  than  they  have  been  at 
any  time  since  the  1960s,  argues  Stephen 
S.  Roach,  economist  at  Morgan  Stanley 
&  Co.  Because  of  strong  export  growth, 
Roach  forecasts  that  foreign  trade  will 
boost  GNP  by  0.4  percentage  point  in  the 
first  year  of  recovery,  far  better  than 
the  average  decline  of  0.8  percentage 
point  in  previous  rebounds.  And  at  this 
point,  inventories  are  so  lean  that  even  a 
modest  rise  in  domestic  spending  could 
propel  a  strong  rebound  as  manufactur- 
ers add  shifts  and  start  hiring  again. 

Still,  what  most  businesses  large  and 
small  are  awaiting  is  a  big  break  in  long- 
term  interest  rates.  "Businesses  keep 
pushing  back  the  dates  to  implement 
equipment  replacement  or  plant  expan- 
sion because  they're  looking  to  see  what 
happens  to  long  rates,"  says  Fed  Gover- 
nor John  P.  La  Ware. 
money  movers.  Their  wait  may  be 
shortened  by  a  fundamental  restructur- 
ing in  individual  portfolios.  Savers  are 
moving  money  out  of  low-yielding  bank 
certificates  of  deposit  into  bond  and 
stock  investments.  The  search  for  higher 
yields  largely  accounts  for  the  puny 
2.5%  annualized  growth  rate  in  the  M2 
money  supply,  the  Fed's  key  gauge  of 
money  growth.  CDs  are  counted  in  the 
M2,  while  bonds  and  stocks  aren't.  And 
the  swing  to  stocks  and  bonds  is  putting 
downward  pressure  on  both  short-  and 
long-term  interest  rates,  says  Robert  M. 
Giordano,  partner  at  Goldman  Sachs 
&  Co. 

The  question  is  how  far  those  rates 
have  to  fall  before  other  corporations 
tap  the  markets.  Ft.  Worth-based  Tandy 
Corp.,  for  one,  isn't  ready  to  rush  to  its 
lenders.  But  if  long-term  and  short-term 
rates  decline  a  bit  more,  the  company 
"may  do  some  opportunistic  borrowing," 
says  William  C.  Bousquette,  chief  finan- 
cial officer.  And  merger-and-acquisition 
activity  also  could  pick 
up  if  rates  trend  down. 
"We're  always  looking 
at  buying  up  another 
chain  for  the  real  es- 
tate," says  Norman 
Abramson,  president  of 
Clothestime,  a  400-store 
women's  discount  ap- 
parel chain  based  in  An- 
aheim, Calif.  "If  we 
wanted  to  buy  a  compa- 
ny, lower  rates  would 
make  it  easier  to 
finance." 

Many  public  compa- 
nies have  taken  advan- 
tage of  the  modest  de- 
cline in  interest  rates 
over  the  past  few 
months  to  repair  their 


With  lower  rates 


1,540,000 
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For  starters,  there's  the  credit  crurh. 
It  will  take  years  before  lower  inteist 
rates  can  clear  away  the  dross  of 
profligate  1980s.  And  the  abysmal  1 
of  multifamily  housing  constructior 
unlikely  to  improve  soon,  since  lenc 
say  they'll  be  suspicious  of  real  es1 
projects  for  years  to  come.  Banks,  wl 
have  been  slow  to  pass  along  lo 
rates  to  borrowers,  will  also  avoid  1< 
ing  to  any  other  area  they  deem 
risky  (page  23). 

bigger  bite.  It's  not  just  turmoil  in 
banking  system,  either.  Fiscal  policy 
constraint  on  the  economy.  Not  onl; 
the  federal  government  swamping 
bond  market  to  fund  its  nearly  $300 
lion  deficit,  but  for  the  first  time  dur 


balance  sheets.  IMCERA  Group  Inc.,  a 
$1.6  billion  health  care  and  specialty 
chemical  company,  reduced  its  debt-to- 
equity  ratio  to  27'/  from  the  47%  it  was 
at  earlier  this  year,  largely  by  buying 
back  some  expensive  zero-coupon  bonds 
and  issuing  $190  million  in  equity.  At  the 
same  time,  the  Northbrook  (111.)  compa- 
ny has  been  "expanding  our  investment 
both  in  research  and  development  and 
capital  spending,"  says  George  D.  Ken- 
nedy, chairman  and  CEO.  Add  it  all  to- 
gether, and  "we  have  become  a  more 
attractive  candidate  as  a  borrower," 
he  says. 

Consumer  balance  sheets  are  some- 
what better,  too.  Net  worth  rose  from 
$5.3  trillion  at  the  end  of  1990  to  $5.5 


trillion  in  the  first  quarter  of  1991,  mak- 
ing debt  burdens'  less  onerous.  And  de- 
spite caution,  consumer  outlays  rose  at  a 
2.8%  annual  rate  in  the  second  quarter. 
That's  far  less  than  the  usual  5%  pace  in 
the  first  year  of  recovery  but  better 
than  the  2.5%  decline  recorded  during 
the  preceding  two  quarters.  Nonethe- 
less, "it's  hard  for  consumers  to  have 
confidence  without  job  growth,"  says 
Mark  Zandi  of  RFA.  In  this  recovery,  the 
consumer  will  let  business  lead  the  way 
out  of  the  doldrums  (box). 

That's  why  the  recovery  is  so  fragile. 
And  Fed  success  in  guiding  the  economy 
is  far  from  assured.  After  all,  the  cen- 
tral bank  is  pressing  against  several  re- 
straints at  once. 


WHITE-COLLAR  AMERICA 
IS  STILL  IN  A  LOT  OF  PAIN 


The  recession  may  be 
over,  but  someone  forgot 
to  tell  the  middle  class. 

These  folks  have  been 
the  bedrock  of  previous 
recoveries.  But  plagued 
by  slow  income  growth,  the  falling 
value  of  their  houses,  and  employment 
uncertainty,  many  college-educated, 
white-collar  workers  are  hunkering  down 
for  a  chilly  winter.  No  matter  what  eco- 
nomic signals  say, 
this  crowd  does 
not  feel  good  yet 
(charts).  Even  the 
Federal  Reserve's 
recent  interest-rate 
cuts  may  not  get 
them  to  open  their 
wallets.  "These  peo- 
ple don't  feel  like 
spending,"  says 
Stanley  C.  Plog,  CEO 
of  a  market  research 
firm  that  tracks  af- 
fluent consumers. 
"They're  feeling  in- 
secure in  a  way  they 
never  have  before." 

By  some  mea- 
sures, this  recession 


companies  stopped  announcing  layoffs 
once  the  recovery  was  just  a  couple  of 
months  old.  Now,  even  though  industrial 
production  has  risen  for  five  months  in  a 
row,  companies  are  still  chopping  jobs. 
So  far  in  the  third  quarter,  corporations 
have  announced  more  than  120,000  per- 
manent staff  cuts,  reports  Ohio-based  la- 
bor consultant  Dan  Lacey.  That's  a  big- 
ger slice  than  they  took  in  the  first 
quarter,  in  the  depths  of  the  recession. 


With  all  this  uncertainty,  it's 
prising  that  affluent  consumers 
luctant  to  spend,  even  when  then 
news.  Howard  L.  Karr,  preside 
executive  search  firm  based  in 
teo,  Calif.,  is  seeing  signs  of  a  r 
in  his  business  as  technology  coi 
start  to  hire  again.  Still,  he's  put 
buying  a  new  car.  Anybody  w 
thinking  that  way,  he  says,  h; 
their  head  buried  in  the  sand." 

Least  likely  to  spend,  of  coui 
people  who  have  already  lost  th< 
Take  Alan  and  Cynthia  Coleman 
Francisco.  Four  years  ago  the 
flush:  He  was  a  vice-president  a 
Barney,  Harris  Upham  &  Co 


WITH  INCOME  ...AFILUENT  CONSU1 

GROWTH  DRAGGING...  FEEL  BEARIS 


THE  JAGG-FORDS 
BY  HALF,  AND  HE 


HIS  INCOME  IS  OFF 
HELPS  IN  HER  STORE 


A  THOUSANDS  OF  1 982  DOILARS 
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is  no  harder  on  the  white-collar  crowd 
than  the  1981-82  downturn.  At  the  end  of 
1982,  white-collar  unemployment  reached 
5.1%,  compared  with  only  4.1%  today. 
And  new  prices  for  homes  of  comparable 
sizes,  adjusted  for  consumer  inflation  in 
general,  dropped  by  6.7%  in  1981  and 
1982,  as  sharp  a  decline  as  the  market 
has  experienced  over  the  last  two  years. 

This  time  around,  it's  the  future  that's 
scaring  people.  In  the  last  recession, 


It's  not  just  the  service  sector's  retail- 
ers, bankers,  and  real  estate  brokers  that 
are  eliminating  jobs.  Layoffs  span  the 
entire  economy:  Recently,  Nynex  Corp. 
and  Frito-Lay  Inc.  announced  cuts  in 
their  white-collar  work  forces.  And  im- 
pending cutbacks  by  hard-pressed  local 
and  state  governments  will  likely  hit 
white-collar  workers  hard,  since  about 
40%  of  the  public-sector  civilian  work 
force  is  college  educated. 


was  a  buyer  of  designer  clothe 
department  store.  Then,  she  left 
her  own  business,  and  he  lost 
Now,  their  income  is  down  70' 
four  years  ago,  and  they've  ci 
enormously.  "We  don't  go  into 
and  buy  things  we  want,"  says  ( 
"We're  not  helping  the  economy, 
economy  is  not  helping  us." 

To  the  Colemans  of  the  woi 
Fed's  interest  cuts  are  just  a  sr. 
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cessionary  period,  it  has  raised  taxes 
ead  of  preparing  tax  cuts.  State  and 
1  governments  are  also  raising  taxes 
some  $18  billion.  So  it's  no  wonder 
it's  a  rare  economist  who  believes 
recovery  will  match  the  typical  6% 
t-year  rebound. 

till,  an  upturn  is  an  upturn.  If  low 
ition  holds  and  interest  rates  head 
er,  consumer  borrowing  and  spend- 
will  perk  up.  Businesses  will  step  up 
luction  to  meet  rising  demand.  Em- 
'ees  will  work  longer  hours  and  wor- 
ess  about  getting  laid  off.  And  even- 
ly, this  business  cycle  will  start 
;ing  like  any  other. 

By  Christopher  Farrell  in  New  York, 
>  Julia  Flynn  Siler  in  Chicago,  Wendy 
ner  in  Dallas,  Zachary  Schiller  in 
viand,  and  bureau  reports 


I  get  a  kick  out  of  looking  at  inter- 
s,"  says  Art  Larson,  who  recently 
job  as  vice-president  of  public  rela- 
a  San  Diego  advertising  and  public 
i  firm.  He  and  his  wife,  Robin,  have 
ed  all  nonessential  expenses,  at 
til  he  finds  new  work.  "My  days  are 
;d  with  looking  for  a  job,"  says  Art. 
s  a  tough  market." 
d,  even  the  lucky  people  finding 
s  have  to  make  compromises.  Many 
ing  to  smaller  companies  or  chang- 
1s.  Others  are  seeing  their  incomes 
U  Philadelphia-based  outplacement 
jht  Associates,  almost  half  the  peo- 
ling  jobs  are  settling  for  a  lower 
than  they  received  in  their  last 

©ugh.'  John  A.  Jago-Ford  of  Madi- 
jin.,  knows  about  pay  cuts.  In  June, 
his  job  as  marketing  vice-president 
anufacturer  of  military  and  aero- 
>ols.  Now,  he's  working  as  a  consul- 
r  Aeronetics  International  Ltd.,  a 
tool  manufacturer,  helping  locate 
in  the  U.  S.  "They  pay  me  a  retain- 
it's  about  half  what  I  was  making," 
eports.  "It's  not  nearly  enough." 
n  months  ago  his  wife,  Barbara, 
a  small  imported-foods  shop  where 
lps  out,  but  the  family  is  still  having 
making  ends  meet.  As  a  result,  they 
ten  forced  to  put  their  home  on  the 
for  much  less  than  it  cost  them  to 
two  years  ago. 

so  many  facing  equally  tough  finan- 
•aits,  affluent  consumers  probably 
i  counted  on  to  lead  the  U.  S.  recov- 
11,  for  all  their  problems,  the  Jago- 
are  surprisingly  upbeat,  expecting 
wn  situation  to  improve  when  the 
y  does.  If  they're  right,  and  if  the 
interest-rate  cuts  revive  business, 
ure  for  the  middle  class  may  turn 
be  not  so  scary  after  all. 
Michael  J.  Mandel  in  New  York,  with 
hg  in  Madison,  Conn.,  Alice  Cuneo  in 
mcisco,  and  bureau  reports 
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THE  'FUD  FACTOR' 
IS  CRIPPLING  LENDING 


That's  'fear,  uncertainty,  and  doubt' — for  banks  and  borrowers  both 


If  the  yearlong  drought 
in  bank  credit  is  ever  go- 
ing to  end,  institutions 
such  as  Cincinnati's 
Fifth  Third  Bancorp  will 
have  to  lead  the  way. 
Fifth  Third's  finances  are  a  regula- 
tor's dream:  Equity  exceeds  10%  of  the 
bank's  $8.5  billion  in  assets,  and  less 
than  2%  of  its  $5.5  billion  in  loans  are  in 
trouble.  That's  the  kind  of  bank  Federal 
Reserve  Chairman  Alan  Greenspan  is 
counting  on  to  break  the  credit  logjam. 

There's  just  one  problem:  The  right 
kind  of  bank  is  having  trouble  finding 
the  right  kind  of  borrower.  Consumer 
loan  applications  pour 
into  Fifth  Third, 
drawn  by  8.99%  auto 
loans  and  the  like — 
but  fewer  than  half 
meet  the  bank's  exact- 
ing standards.  And 
business  customers 
are  not  touching  credit 
lines  until  they  see  a 
surge  in  demand  and 
production.  "Our  cir- 
cumstance is  an  ab- 
sence of  [corporate] 
borrowers,  not  an  un- 
willing lender,"  says 
P.  Michael  Brumm, 


BANKS  LOOSEN, 
BUT  NOT  MUCH 

Large  banks  reporting  tighter  credit 
standards  for  loans  to  large,  middle 
market,  and  small  companies 

■  LARGE  COMPANIES 

□  MIDDLE  MARKET 

□  SMALL 


1 


▲  PERCENT  OF  BANKS  REPORTING  TIGHTER  CREDIT 
DATA:  FEDERAL  RESERVE  BOARD  SENIOR  LOAN  OFFICER  OPINION  SURVEY 


Fifth  Third's  chief  financial  officer. 

That  gap  between  lenders  and  borrow- 
ers has  weakened  the  link  between  the 
Fed's  interest-rate  cuts  and  growth  in 
the  money  supply.  While  they're  confi- 
dent that  the  economy  is  growing  now, 
Fed  officials  worry  that  the  recovery 
won't  continue  through  1992  without  a 
strong  boost  in  bank  lending. 
'weeding  out.'  Many  banks,  though,  are 
gun-shy  about  lending.  The  industry  is 
suffering:  Second-quarter  profits  fell 
12%  from  1990  to  1991.  The  Federal  De- 
posit Insurance  Corp.  predicts  that  up  to 
75  more  banks  will  fail  by  yearend.  And 
weak  banks  are  putting  safety  first  as 
they  prepare  to  meet  stiffer  risk-based 
capital  standards  that  take  effect  next 
year.  Many  are  "concentrating  on  loan 
workouts,  cutting  expenses,  and  making 
or  digesting  mergers,"  says  James  J. 
McDermott  Jr.,  president  of  analysts 
Keefe  Bruyette  &  Woods  Inc. 

Even  some  strong  banks  are  occupied 
with  polishing  their  portfolios.  The  loan 
activity  of  Republic  National  Bank  of 
New  York  has  been  flat  for  the  past  18 


months.  "This  is  an  environment  in 
which  to  collect  loans  more  than  to  make 
loans,"  says  Jeffrey  C.  Keil,  Republic's 
president.  The  $30  billion  bank  is  "ac- 
cepting new  borrowing  clients  more  or 
less  to  replace  weaker  borrowing  clients 
that  we're  weeding  out." 

Sound  banks  aren't  ready  to  give  up 
their  tried-and-true  conservatism.  De- 
spite the  relative  strength  of  the  Mid- 
west's economy,  Banc  One  in  Columbus, 
Ohio,  saw  its  commercial  and  farm  loans 
fall  by  4%  from  mid-1990  to  mid-1991, 
largely,  says  Chairman  John  B.  McCoy, 
because  solid  borrowers  are  hard  to  find. 
"You  want  to  be  more  aggressive  with 
the  good  customers," 
says  McCoy,  "but 
good  customers  just 
aren't  there." 

Creditworthy  com- 
panies don't  need  or 
want  new  loans  now. 
They  can  fund  them- 
selves internally  by 
cutting  costs  and  sell- 
ing inventories  down 
to  record  low  levels. 
And  the  "FUD  factor- 
fear,  uncertainty,  and 
doubt"  about  the  re- 
covery— is  stalling 
commercial  borrow- 


ing, says  Timothy  Bottoms,  executive 
vice-president  at  BankAmerica  Corp., 
whose  domestic  commercial  loans  have 
fallen  2.2%  since  mid-1990. 

Many  strong  banks  are  poised  for  a 
surge  in  business  borrowing.  Each 
week,  Detroit's  NBD  Bancorp  Inc.  picks 
up  one  or  two  commercial  customers 
with  borrowing  needs  of  $5  million  to 
$15  million.  In  Texas'  resurgent  econo- 
my, newly  profitable  Texas  Commerce 
Bancshares  Inc.  does  business  with  half 
the  $250  million-and-up  companies  in  the 
state,  up  from  26%  in  1987. 

Many  other  companies,  however,  are 
bypassing  the  loan  window.  Fed  officials 
are  hoping  that  inventories  will  hit 
bottom  by  yearend,  giving  production — 
and  borrowing — a  lift.  That  will  not  end 
the  credit  drought:  Many  banks  and  bor- 
rowers are  still  struggling.  But  the 
economy  cannot  repair  itself  without  a 
flow  of  funds  from  sound  banks  to  solid 
borrowers. 

By  Mike  McNamee  in  Washington,  with 
Zachary  Schiller  in  Cleveland  and  bureau 
reports 
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STRATEGIES 


CHRYSLER'S  FRIGHTENING 
FINANCIAL  HOLE 


A  sales  slump  and  heavy  spending  are  bringing  on  a  severe  cash  crunch 


L 


ee  Iacocca  is  on  the  road  again. 
Only  this  time,  instead  of  pushing 
Detroit  iron,  he's  hawking  33  mil- 
lion new  shares  of  Chrysler  Corp.  stock. 
Iacocca  isn't  smiling  from  the  tube  or 
wrapping  Chrysler  in  the  American  flag. 
On  a  road  show  across  the  U.  S.  and 
Europe  ending  on  Sept.  29,  he's  facing 
tough  questions  from  hundreds  of  ana- 
lysts. For  the  consummate  showman, 
this  may  be  the  toughest  sales  job  yet. 

Chrysler  is  in  crisis.  Owing  to  the 
worst  sales  slump  in  a  decade 
and  heavy  spending  require- 
ments for  new  car  and  truck 
models,  the  No.  3  U.  S.  auto 
maker  could  face  a  debilitat- 
ing cash  crunch  in  the  next 
year  or  so  that  threatens  its 
independence.  It  hopes  to 
raise  $350  million  by  issuing 
stock,  but  that's  just  a  buff- 
er. Iacocca  has  yet  to  lay  out 
a  long-term  solution  to  Chrys- 
ler's dilemma.  "If  the  reces- 
sion continues,"  warns  a  for- 
mer top  Chrysler  executive, 
"they  could  be  in  serious 
trouble." 

The  depth  of  Chrysler's  fi- 
nancial hole  is  frightening, 
and  the  troubles  couldn't 
come  at  a  worse  time.  By 
next  fall,  the  giant  carmaker 
plans  to  launch  two  models 
that  must  be  smash  hits  for 
the  company  to  survive  the 
1990s:  the  Grand  Cherokee,  a 
new  four-door  Jeep,  and  the 
LH,  Chrysler's  first  all-new 
family  sedan  in  12  years. 
Backing  off  spending  would 
delay  their  introductions,  a 
move  Chrysler  simply  can't 
afford  competitively. 
tricky.  Indeed,  to  launch  the 
new  products  quickly,  Chrys- 
ler is  spending  money  faster 
than  it  can  earn  it.  In  the  12 
months  ended  June  30,  the 
company's  cash  reserves 
plummeted  $2.5  billion,  to 
$3.1  billion.  And  the  outflow 
isn't  slowing  much.  Chrysler 
says  it  will  shell  out  $1.3  bil- 
lion just  on  new  tools  and 
equipment  by  the  end  of  the 
year.  With  sales  of  cars  and 


light  trucks  stuck  at  an  anemic  12.5  mil- 
lion annual  pace,  analysts  say  Chrysler's 
cash  cushion  could  dip  as  low  as  $1.3 
billion  by  yearend.  That's  thin,  since 
Chrysler  needs  $800  million  on  hand  just 
to  handle  day-to-day  operations. 

Although  Chrysler  executives  declined 
interviews  because  of  securities  regula- 
tions, the  prospectus  for  the  stock  sale 
paints  a  sober  picture.  The  document 
says  that  selling  stock — coupled  with  as- 
set sales  and  bank  borrowing — "will  be 


24  BUSINESS  WEEK/SEPTEMBER  30,  1991 


CAN  IACOCCA  REVIVE  THE  COMPANY  AGAIN  BEFORE  HE  RETIRES? 

WHY  CHRYSLER  IS  RAISING  MONEY 

Computations  exclude  about  $3  billion  in  cash  on  hand  but  also 
exclude  dividend  and  pension  obligations  totaling  more  than  $1  billion 


in- 
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sufficient  to  enable  [Chrysler]  to  rr 
its  funding  objectives."  But  the  comp; 
warns  that  asset  sales  will  be  tricky  ; 
that  its  long-term  health  is  in  jeopard 
it  keeps  losing  money. 

The  pressure  on  the  company  will  o 
increase  next  year.  Not  only  does  Chi 
ler  plan  to  dole  out  an  additional  i 
lion  in  capital  spending  but  it  also  fa 
a  $490  million  long-term  debt  paym< 
Even  assuming  that  lower  interest  vi, 
spur  car  and  truck  sales,  the  comp; 
could  still  face  a  cash  shortfall  in  1995 
$1.2  billion  (chart).  That  would  fo 
Chrysler  to  tap  its  $1.75  billion  cr< 
line,  dump  assets,  or  both.  Chrysler 
mits  as  much  in  its  prospectus. 
dismal  rating.  Even  that  credit  lin 
in  peril.  Under  an  agreement  with 
banks,  Chrysler  must  maintain  a 
worth  of  at  least  $6.3  billion  throi 
Dec.  31  and  at  least  $6.5  billion  throi 
next  June  30.  By  the  end 
September,  when  analysts 
ticipate  Chrysler  will  pos 
third-quarter  loss  of  ab 
$190  million,  the  compar 
net  worth  could  dip  to 
billion.  A  successful  st< 
sale  would  boost  that  only 
$6.5  billion. 

To  make  matters  wor 
Chrysler's  huge  finance  s 
sidiary,  which  lends  to  b 
dealers  and  customers,  is  a 
pinched.  Because  its  par 
has  such  a  dismal  credit  i 
ing,  Chrysler  Financial  Co 
has  been  shut  out  of  tn 
tional  credit  markets, 
stead,  it  has  to  sell  loans 
borrow  from  banks  to  ra 
cash  for  lending.  Given 
predicament,  CFC  will  havi 
tough  time  paying  off  up 
$5.3  billion  in  debt  that  con 
due  between  now  and  D 
31,  1992.  If  it  fails  to  boost 
credit  rating,  the  compa 
says  CFC  might  be  forced 
next  year  to  reduce  lend: 
for  fleet  sales,  which  in  so 
months  this  year  made 
half  of  its  unit  volume. 

It's  quite  a  tangle, 
there's  no  easy  way  out. 
addition  to  selling  sto 
Chrysler  is  close  to  selling 
50%  share  of  the  Diamc 
Star  Motors  plant  in  Illin 
to  partner  Mitsubishi  Mo 
Corp.  That  may  yield 
$100  million  in  cash,  e\ 
though  it  would  take  Chr 
ler  off  the  hook  for  hundr* 
of  millions  more  in  futi 
product-development  cos 
Another   possible  sale 


DATA.  COMPANY  REPORTS,  BW 


lysler's  11%  stake  in  Mitsubishi, 
;!;h  about  $300  million  after  taxes, 
;yond  that,  though,  Chrysler  doesn't 
•  much  more  it  could  part  with  easi- 
t  could  try  to  unload  Chrysler  Finan- 

but  then  its  dealers  would  be  at  a 
ivantage  in  financing  car  sales.  Oth- 
:armakers  drool  over  its  lucrative 
i  and  minivan  lines,  but  selling  either 
lose  would  gut  the  company's  reve- 
i.  One  prominent  analyst  notes  that 
irysler  starts  selling  off  big  chunks 
1  le  business,  it  is  effectively  commit- 

itself  to  dismantling  the  company, 
bottom  line  is  that  Chrysler  may  not 
.ble  to  survive  without  a  partner. 
'  leaders?  Iacocca,  who  turns  67  in 
)ber,  is  determined  to  turn  Chrysler 
md  again  before  he  retires.  On  Aug. 
he  and  the  board  agreed  he  would 

at  the  wheel  until  the  end  of  1992. 
should  Iacocca  leave  sooner?  Chrys- 
;  problems  are  largely  financial,  and 
ging  in  a  financial  wizard  from  the 
;ide  to  solve  them  would  probably 
lire  shortening  lacocca's  stay, 
hat's  an  unlikely  development,  but 
rces  close  to  the  talks  say  Iacocca 
some  board  members  have  been  qui- 

interviewing  outside  candidates, 
way.  One  is  Gerald  Greenwald, 
ysler's  former  vice-chairman  who 

last  year  to  lead  the  unsuccessful 
out  of  UAL  Corp.,  the  parent  of  Unit- 
Airlines  Inc.  (box).  The  sources  say 
)cca  recently  asked  Greenwald  to  re- 
Chrysler,  but  Greenwald  balked,  de- 
lding  he  get  the  reins  immediately, 
h  Greenwald,  now  a  managing  direc- 
at  Dillon,  Read  &  Co.,  and  Iacocca 
lined  to  comment. 

Ihrysler  officials  have  also  talked  to 
liam  E.  Hoglund,  an  executive  vice- 
sident  in  charge  of  GM's  components 
rations,  sources  with  knowledge  of 
se  talks  say.  Hoglund  didn't  respond 
interview  requests. 

nside  the  company,  the  front-runner 
succeed  Iacocca  is  President  Robert 
Lutz,  an  engineer  and  former  fighter 
>t  with  a  penchant  for  fast  cars.  Lutz 
iically  restructured  Chrysler's  engi- 
:ring  department  around  product-de- 
opment  teams  similar  to  those  at  the 
st  Japanese  auto  companies.  "He's  do- 
•  all  the  right  things  on  the  car  side," 
rs  Charles  T.  Freeman,  senior  vice- 
isident  at  Boston-based  Wellington 
.nagement,  a  major  shareholder. 
With  Chrysler  riding  close  to  the 
nk,  whoever  is  in  the  driver's  seat 
.st  be  a  steady  driver.  Even-:,Lutz  ad- 
led  in  early  August  that  "we  are  in 
eternal  cost  squeeze."  Chrysler  and 
:occa  have  defied  the  odds  once  be- 
e.  But  keeping  the  company  running 
an  independent  enterprise  this  time  is 
king  more  challenging  every  day. 

By  David  Woodruff  in  Detroit,  with 
bert  Neff  in  Tokyo 


ONCE  IACOCCA  BOWS  OUT, 
GREENWALD  COULD  GET  AN  ENCORE 


In  his  decade  at  Chrysler  Corp.,  Ger- 
ald Greenwald  won  renown  as  a 
main  architect  of  the  auto  maker's 
restructuring.  He  was  generally  recog- 
nized as  Lee  A.  lacocca's  heir  appar- 
ent. But  Greenwald  is  perhaps  best  re- 
membered at  Chrysler  for  his 
departure. 

In  June,  1990,  Greenwald  quit  his  job 
as  Chrysler's  vice-chairman  to  lead  the 
ill-fated  union  buyout  attempt  of  air- 
line company  UAL  Corp.  The  deal 
flopped  for  lack  of  fi- 
nancing, but  Green- 
wald walked  away 
with  a  $9  million  fee 
from  the  unions. 
Some  Chrysler  exec- 
utives jokingly  called 
the  period  between 
June  and  September, 
1990,  "Gerry's  $9 
million  summer  job." 

Greenwald,  now 
56,  has  since  taken 
charge  of  $400  mil- 
lion of  buyout  funds 
at  Dillon,  Read  &  Co. 
But  now  that  Ia- 
cocca has  announced  plans  to  step 
down  by  December,  1992,  Greenwald's 
name  is  again  being  heard  at  Chrysler. 
President  Robert  A.  Lutz,  who  has 
many  strong  Chrysler  management 
supporters,  is  seen  as  the  insider  most 
likely  to  succeed  Iacocca.  But  should 
the  board  look  outside,  Greenwald  is 
considered  a  front-runner. 
'the  hoover.'  A  friend  of  his  says 
Greenwald  recently  turned  down  a 
feeler  from  Iacocca  himself  to  return. 
Greenwald  and  Chrysler  declined  to 
comment.  But  other  friends  and  for- 
mer Chrysler  executives  say  he  won't 
consider  returning  until  Iacocca  leaves. 
Says  one  friend:  "I  can't  imagine 
[Greenwald]  would  go  back  unless  he 
went  back  as  CEO  on  day  one." 

Many  say  it  was  lacocca's  refusal  to 
commit  to  a  retirement  date  that  drove 
Greenwald  from  Chrysler.  The  $9  mil- 
lion promised  by  United  Airline's 
unions  must  surely  have  been  enticing. 
But  friends  say  he  was  fed  up  with 
waiting  for  Iacocca  to  push  off.  The 
chairman  had  set  retirement  dates  at 
least  three  times  in  the  1980s,  but  each 
time  he  changed  his  mind  as  the  zero 
hour  approached. 

To  understand  Greenwald  is  to  un- 
derstand what  Iacocca  is  not.  Where 
the  Chrysler  chairman  is  flamboyant 
and  temperamental,  Greenwald  is  un- 


GREENWALD:  A  FRONT-RUNNER 
AMONG  THOSE  OUTSIDE  CHRTSLER 


assuming,  conciliatory,  and  methodical. 
Colleagues  at  Chrysler  called  him  "the 
Hoover"  for  his  ability  to  absorb  reams 
of  information.  Laurel  Cutler,  vice- 
chairman  of  ad  shop  FCB/Leber  Katz 
Partners  and  a  vice-president  at  Chrys- 
ler until  1990,  calls  him  "exceptional  in 
the  world  of  large  power"  in  that  he 
can  be  trusted. 

IN  THE  SHADOWS.  The  son  of  a  St.  Lou- 
is poultry  wholesaler,  Greenwald  stud- 
ied economics  at  Princeton  University 
and  then  joined  Ford 
Motor  Co.,  where  he 
worked  for  22  years 
in  finance,  mergers 
and  acquisitions,  and 
in  a  host  of  general 
management  jobs, 
mainly  outside  the 
U.  S.  He  held  posts 
in  Sao  Paulo,  Paris, 
and  London  before 
former  Ford  col- 
league Iacocca  lured 
him  to  Chrysler. 

Greenwald  helped 
negotiate  Chrysler's 
bailout  and  later  ran 
much  of  the  company  while  Iacocca 
raised  money  for  the  Statue  of  Liberty 
restoration.  Still,  Greenwald  remained 
in  his  mentor's  shadow.  At  least  one 
former  associate  labels  him  a  "yes- 
man."  Fred  Zuckerman,  former  trea- 
surer at  Chrysler  and  now  treasurer  at 
RJR  Nabisco  Inc.,  says:  "One  doesn't 
last  long  with  Iacocca  taking  a  differ- 
ent position  from  his." 

Greenwald  is  plenty  busy  without 
Chrysler.  Although  he  hasn't  swung 
any  deals  yet  at  Dillon  Read,  President 
Franklin  W.  Hobbs  says  Greenwald 
has  been  looking  at  a  wide  range  of 
buyout  possibilities.  Aside  from  his  po- 
sition at  Dillon  Read,  Greenwald  sits 
on  three  corporate  boards:  Honeywell, 
Reynolds  Metals,  and  Guinness  Peat 
Aviation,  a  leasing  company  in  Ireland. 
He  also  funds  and  oversees  Greenwald 
Believers,  which  has  promised  to  put 
50  needy  St.  Louis  youngsters  through 
college. 

Greenwald  has  largely  cut  his  ties  to 
Detroit.  In  June,  his  wife,  Glenda,  liqui- 
dated her  magazine,  Michigan  Wom- 
an, and  the  couple  sold  their  lakefront 
house  in  Bloomfield  Hills.  Hobbs  says 
they  want  to  buy  a  Manhattan  apart- 
ment. But  with  the  United  money, 
Greenwald  can  easily  spring  for  a  new 
house  in  Michigan  if  the  need  arises. 
By  Andrea  Rothman  in  New  York 
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CONSUMER  GOODS  I 


MOST  PEOPLE  ARE  BUYING  LESS— AND  THEY'RE  BUYING  LESS  EXPENSIVE  BRANDS 


SHOPPERS  SQUEEZE  NICKELS 

— AND  CONSUMER-GOODS  MAKERS 


Even  for  big  names,  the  days  of  double-digit  growth  are  gone 


For  most  of  the  1980s,  the  economics 
of  the  packaged-goods  industry 
could  be  summed  up  in  one  phrase: 
People  gotta  eat.  Fueled  by  robust  de- 
mand for  healthful  and  convenient 
foods,  marketers  such  as  Kraft  General 
Foods  Group  and  H.J.  Heinz  Co.  rou- 
tinely rolled  up  double-digit  earnings 
gains.  Procter  &  Gamble  Co.  and  other 
makers  of  toothpaste  and  soap  thrived 
on  a  similar  truism:  People  gotta  wash. 

Now,  the  recession  has  undermined 
both  assumptions.  It's  not  that  people 
aren't  eating  or  washing.  But  they're 
not  buying  as  many  tubes  of  toothpaste 
or  cans  of  soup  as  they  used  to  (table). 
They're  also  buying  cheaper  brands  and 
waiting  longer  before  restocking  their 
pantries.  "The  economy  turned  down, 
the  war  hit,  and  consumers  realized, 
'Look  what  I've  got  in  my  cupboard,'  " 
says  Jay  H.  Freedman,  a  consumer-prod- 
ucts analyst  at  Kidder,  Peabody  &  Co. 
feeling  the  pinch.  That  poses  a  thorny 
dilemma  for  consumer-marketing  execu- 
tives. Most  have  already  wrung  the  easy 
savings  from  operations  or  from  merg- 
ers such  as  the  Kraft  General  Foods 
combination.  What's  more,  marketers 
have  fewer  tricks  to  lure  new  customers 
to  their  brands.  They've  already  flooded 
supermarket  shelves  with  new  products. 
And  with  less  to  spend,  shoppers  these 
days  are  sticking  to  the  basics. 


P&G  started  feeling  the  pinch  earlier 
this  year.  The  giant  company's  earnings 
growth  slackened  and  its  normally  buoy- 
ant stock  began  stagnating.  Now,  con- 
sumer parsimony  is  hurting  other  top 
marketers  such  as  PepsiCo,  Borden,  and 
Heinz  (page  86).  And  that  has  brought 
these  companies  back  to  earth.  "Every 
packaged-goods  company  I  know  prom- 
ises Wail  Street  15%  earnings  growth," 
says  Marc  Particelli,  a  senior  vice-presi- 
dent at  consultant  Booz,  Allen  &  Hamil- 
ton Inc.  "It  just  can't  be  done  anymore." 

Take  Frito-Lay  Inc.  The  PepsiCo  Inc. 
subsidiary  had  been  a  stellar  performer. 
In  1990,  snack  foods 
kicked  in  28%  of  Pepsi's 
net  sales  but  42%  of  its 
operating  profits.  Today, 
Frito  is  scrambling  to 
keep  its  Doritos  chips  at- 
tractive to  price-con- 
scious shoppers.  It  has 
waged  a  price  war  with 
rivals  such  as  Borden 
Inc.  and  Anheuser- 
Busch  Cos.  The  result:  a 
9%  slide  in  second-quar- 
ter 1991  earnings.  On 
Sept.  16,  Frito  an- 
nounced it  would  lay  off 
1,800  employees. 

The  discounting  has 
hurt  Frito's  rivals  as 


WHAT'S  BEING  LEFT 
OFF  THE  LIST 


Product               Percent  change  in 

category           volume  of  purchases 

CARBONATED  BEVERAGES  4.38% 

CHIPS  8.  SNACKS 

3.59 

DRIED  PASTA 

0.89 

KETCHUP  8,  MUSTARD 

0.71 

TOOTHPASTE 

-  1  82 

SHAMPOO 

-2.77 

CANNED  SOUP 

3  15 

BAR  SOAP 

-4.51 

*Second  quarter  1991  vs 

year  earlier, 

survey  of  2.700  U  S  supermarkets 
DATA  INFORMATION  RESOURCES  INC 


well.  No.  2  Borden  says  its  earnings  jj 
also  decline  because  of  price  pressJ 
Investors  reacted  by  forcing  down  ti 
shares  of  both  companies.  Pepsi(| 
stock,  which  had  been  a  Wall  Street  sa 
wart,  now  lags  behind  the  Standarcl 
Poor's  500-stock  index. 
choked  shelves.  This  isn't  the  first  til 
Heinz,  Pepsi,  and  other  marketers  h| 
faced  tight  pocketbooks.  Consumi 
pared  their  spending  during  the  19751 
cession,  too.  Some  traded  down  to  chel 
er  brands,  and  Hamburger  Helper  I 
came  a  part  of  the  American  dl 
During  the  1982  recession,  consumi 
trimmed  spending  again  and  boul 
more  private-label  and  generic  produl 
What  makes  this  downturn  differ! 
is  that  the  underlying  growth  rate! 
most  packaged  goods  categories  1 
slowed  dramatically — from  an  annl 
rate  of  5%  two  decades  ago  to  just  01 
today.  And  marketing  executil 
haven't  been  able  to  compensate  for  I 
slowdown  by  raising  prices.  "There  I 
no  shock  absorbers  left,"  says  ParticJ 
"and  the  consumer's  willingness  to  jl 
more  has  declined." 

Marketers  are  relying  on  old  methl 
to  deal  with  the  new  price  sensitivity.  I 
cutting  costs,  Frito  says  it  hopes  to  kJ 
a  lid  on  price  increases.  Other  compari 
are  pouring  these  savings  into  marli 
ing.  Campbell  Soup  Co.  and  Heinz  | 
boosting  their  marketing  budgets.  Bl 
hope  to  lure  more  shoppers  by  I 
invigorating  their  brands.  But  analyl 
say  flashy  ads  alone  won't  persua 
shoppers  to  buy  more.  More  likely,  trl 
will  help  marketers  hold  thfl 
market  share. 

P&G  and  other  companies  also  still  I 
lieve  that  new  products  can  win  nl 
customers.  Marketers  launched  10,1 
new  items  in  the  first  eight  months! 
1991,  a  14%  jump  over  last  year,  acco 
ing  to  Gorman 's  New  Product  News 
trade  publication.  Despite  the  malai 
marketers  want  to  have  a  full  pipeline 
new  products  ready 
the  rebound  in  spendi 
They  may  also  have 
prepare   for  somethi 
less  pleasant.  With  po] 
lation  growth  slowi 
and  grocery  shelves 
ready  choked,  even  n 
products  probably  \^ 
not  provide  1980s-st] 
growth  rates  for  t 
consumer-goods  bu 
ness  anytime  soon.  Y 
people  gotta  eat.  B 
they  also  gotta  ma, 
ends  meet. 

By  Mark  Landler 
New  York,  with  Zacfu 
Schiller  in  Cleveland 
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!Our  international  passengers 

start  clearing  customs 
before  our  planes  even  land. 


While  we're  flying  your 
packages  overseas,  detailed 
shipment  information  is  flying 
ahead  on  UPSnets,"our  global 
data  network. 

That  gives  UPS  customs 
brokers  in  destination  coun- 
tries a  sizable  head  start:  from  2 
to 36  hours.  And  that  gives  us 
extra  time  to  sort  out  potential 
clearance  problems  before  the 
packages  even  arrive. 

As  a  result, UPS  interna- 
tional shipments  are  well  on 
their  way  while  other  delivery 
companies  are  still  getting  their 
paperwork  in  order. 

What's  more,  this  technol- 
ogy doesn't  just  make  us  faster 
and  more  reliable.  It  makes  us 
more  efficient.  So  we  can  de- 
liver to  over  180  countries  and 
territories,  usually  for  a  lot  less 
than  other  companies  charge. 

So  next  time  you  have  an 
international  shipment  to  send, 
just  send  it  UPS. 

After  all,  many  companies 
can  fly  your  packages  overseas. 

Its  what  we're  do- 
ing while  they're  flying 
that  makes  all  the  dif- 
ference in  the  world. 


We  run  the  tightest  ship  in 
the  shipping  business! 


ups 


THE  LAW  I 


WILL  BUSINESS  GET  A  VOICE 
ON  THE  BIG  BENCH? 


Thomas'  understanding  of  corporate  law  is  rare  among  recent  nominees 


An  air  of  anticipation  hung  over 
the  ornate  Senate  Caucus  Room 
when  Judiciary  Committee 
Chairman  Joseph  R.  Biden  (D-Del.)  be- 
gan five  days  of  questioning  Supreme 
Court  nominee  Clarence  Thomas.  The  at- 
mosphere portended  a  discussion  of  the 
burning  issues  of  the  day — abortion, 
separation  of  church  and  state,  free 
speech,  and  civil  rights.  Instead,  Biden's 
first  question  concerned  an  arcane  sub- 
ject: what  degree  of  protection  the  Con- 
stitution affords  property  and 
economic  rights. 

The  query  may  have  been 
more  appropriate  than  it 
seemed  at  first  blush.  If,  as 
many  in  the  Senate  predict, 
Judge  Thomas  is  confirmed, 
he  would  be  among  the  few 
recent  high  court  nominees  to 
show  much  interest  in  issues 
of  concern  to  Corporate 
America.  Ever  since  Justice 
Lewis  F.  Powell  Jr.,  a  former 
corporate  lawyer,  left  the 
court  in  1987,  it  has  shown 
little  regard  for  the  prac- 
tical implications  of  business 
cases. 

That  attitude  exists  even 
though  the  court  often  has  to 
tackle  business  questions, 
such  as  whether  federal  rules 
supersede  state  tort  laws. 
Richard  W.  Duesenberg,  gen- 
eral counsel  for  Monsanto 
Co.,  where  Thomas  worked 
for  2'/2  years  handling  anti- 
trust and  regulatory  matters, 
complains  that  the  justices 
spend  too  much  time  "on  is- 
sues of  whether  or  not  a  nude 
dancer  has  to  wear  pasties." 
no  standing.  As  a  judge  on  the  Court 
of  Appeals  for  the  District  of  Columbia 
for  IV2  years,  much  of  Thomas'  work 
involved  the  kinds  of  cases  that  domi- 
nate the  lives  of  Duesenberg  and  other 
business  lawyers.  While  Thomas'  record 
is  limited,  he  has  displayed  a  sophisticat- 
ed understanding  of  business  law  while 
compiling  a  record  devoid  of  favoritism 
toward  either  industry7  or  government. 

Thomas,  for  example,  has  shown  no 
sympathy  for  private  challenges  to  regu- 
lators. In  a  dissent,  he  brushed  aside  the 
question  of  whether  the  Interstate  Com- 


merce Commission  had  the  right  to  regu- 
late a  ferry  plying  between  Long  Island, 
N.  Y.,  and  Connecticut.  Instead,  he  ruled 
that  the  corporate  plaintiff  had  no  stand- 
ing to  bring  the  suit.  In  another  case,  he 
wrote  a  majority  opinion  upholding  the 
Federal  Aviation  Administration's  ap- 
proval of  an  expansion  of  Toledo  Air- 
port. A  citizens'  group  had  complained 
that  the  FAA  violated  federal  environ- 
mental law  by  ignoring  other  options. 
Thomas  pointed  out  that  the  law  doesn't 


THOMAS  ON 
BUSINESS  VS. 


The  government  does 
not  maximize  its  scarce 
resources  when  it  allows  sta- 
tistics alone  to  trigger  its  ponderous  enforcement  machinery' 
—  United  States  vs.  Baker  Hughes  Inc. 


ON  JUDICIAL  REGULATION 


'Federal  judges... enforce  [environmental  law]  by  ensuring 
that  agencies  comply  with  [the  law's]  procedures,  and  not  by 
trying  to  coax  agency  decisionmakers  to  reach  certain  results' 
— Citizens  Against  Burlington  Inc.  vs.  Busey 


ON  JURISDICTION 


'A  federal  court  may  not  decide  cases  when  it  cannot  decide 
cases,  and  must  determine  whether  it  can  before  it  may' 

— Dissenting  in  Cross-Sound  Ferry  Services  Inc. 
vs.  Interstate  Commerce  Commission 


require  agencies  to  suggest  alternatives. 
"The  courts,  in  Judge  Thomas'  view,  are 
not  vested  with  roving  jurisdiction  to 
protect  the  environment,"  says  Washing- 
ton lawyer  Gerald  Goldman. 

Similarly,  Judge  Thomas  showed  judi- 
cial restraint  in  reading  literally  Con- 
gress' intent  in  a  law  governing  mine 
safety.  While  Otis  Elevator  Co.  had  ar- 
gued that  the  Labor  Secretary  lacked 
jurisdiction  over  the  company  because  it 
was  an  independent  contractor  to  the 
mine,  Thomas  ruled  otherwise.  "Con- 
gress has  written  [the  law]  to  encom- 
pass any  independent  contractor  per- 


forming services  at  a  mine,"  Thoi 
wrote,  dismissing  arguments  of  busin 
that  a  literal  reading  of  the  law  cor 
tuted  bad  government  policy. 

In  a  significant  antitrust  ruling.  Tb 
as  denied  a  Justice  Dept.  attempt 
block  a  merger  involving  oil-drill 
equipment  companies.  Upholding  a 
er  court,  Thomas  ruled  that  mere  n 
ket  concentration  was  not  enough 
make  a  merger  anticompetitive.  And 
dismissed  as  invalid  Justice's  stand 
that  mergers  can  pass  muster  onlj 
new  competitors  can  enter  the  mar 
quickly  and  effectively.  Thomas'  opir 
is  "probably  currently  the  best  st; 
ment  of  merger  law  that's  out  thei 
says  Charles  F.  Rule,  who  headed  J 
tice's  Antitrust  Div.  in  the  Reagan 
ministration.  Rule  says  Thomas  not  0 
worked  through  the  complex  facts  of 
case  but  also  drew  upon  economic  an 
sis  to  buttress  his  argume 
disavowal.  Relying  on 
nomics  would  trouble  some 
Capitol  Hill.  Biden,  for  ex: 
pie,  believes  that  a  conser 
tive  economic-rights  phik 
phy  could  be  used  to  ui 
decades  of  business  regi 
tion.  University  of  Chic 
Law  School  Professor  Rich 
A.  Epstein,  a  leading  cons 
vative  legal  theoretici 
would  have  the  court  str 
down  rent-control  laws, 
ers  believe  the  Supreme  Co 
should  rule  that  the  Const 
tion  requires  government 
compensate  business  wl 
regulation  limits  the  profits 
utilities  or  the  use  of  la 
When  Thomas  was  chairn 
of  the  Equal  Employment 
portunity  Commission, 
gave  several  speeches 
bracing  an  economic-rig' 
agenda.  During  his  confirr 
tion  hearings,  he  disavow 
those  comments. 

A  case  before  the  court  t 
term  might  prompt  the 
Thomas  to  stand  up.  Gene 
Motors  Corp.  and  Ford  Motor  Co. 
challenging  a  Michigan  law  that  retn 
tively  increased  workers'  compensat 
benefits.  The  auto  makers  say  the  1 
violates  due  process.  The  case  could  p 
vide  Thomas  with  a  chance  to  sig 
whether,  on  business  issues,  he  will 
the  conservative  theorist  of  the  past  ( 
mainstream  jurist  who  respects  pn 
dent.  On  a  bench  where  a  strong  vo 
on  business  has  been  lacking,  the  ruli 
could  indicate  whether  Thomas  is 
clined  to  shape  economic  decisions  on 
court  for  years  to  come. 

By  Tim  Smart  in  Washing, 
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What  do  | 
over  4  million  people 

using  100  brands 
of  hardware  and  over  j 
1,500  software  programs  I 
see  in  Windows 
today? 

Their  future. 


I 

We  think  you'll  find  that  Windows  is 
the  best  operating  system  available.Today  1 
Tomorrow.  And  into  the  next  century 

For  more  information,  just  give  us  a 
call  at  (800)  541-1261,  Department  W24. 
And  look  into  your  own  future. 

Microsoft 

1 1991  Microsoft  Corporation  All  rights  reserved  Printed  m  the  U  S  A  In  the  50  United  States,  call  (800)  541-1261.  Dept  W24  In  Canada,  call  (416)  568-3503  Outside  the  United  States  and  Canada,  call  (206)  '->36 8661  Microsoft  and  the  Microsoft 
ogo  are  registered  trademark-*  and  Windows  is  a  trademark  of  Microsoft  Corporation. 


To  see  the  future  of 
personal  computing,  just 
take  a  look  at  the  present. 

Every  day  over  9,600 
people  move  to  the  Microsoft' 
Windows  operating  system. 
All  major  software 
vendors,  including  Lotus,  WordPerfect  and 
Borland,  support  Windows. 


! 


Commentary/by  Paula  Dwyer 

WHAT  CLIFFORD  AND  ALTMAN  DID  WRONG 


When  it  came  time 
to  defend  his  role 
in  the  seamy  saga 
of  Bank  of  Credit  &  Com- 
merce International,  Clark 
M.  Clifford  displayed  much 
of  what  made  him  a  Wash- 
ington institution  for  almost 
half  a  century.  He  adroitly 
explained  to  the  House 
Banking  Committee  how  a 
man  who  had  helped  Demo- 
cratic Presidents  create  the 
Truman  Doctrine,  finance 
the  Marshall  Plan,  and  be- 
gin peace  talks  with  North 
Vietnam  had  been  misled  by 
bcci's  shadowy  owners. 

Clifford  maintains  he  nev- 
er knew  BCCI  was  a  house  of 
cards  built  on  fake  deposits  and  phony 
loans.  Nor  did  he  ever  get  wind  of 
BCCl's  involvement  in  laundering  drug 
money,  financing  arms  deals,  or  brib- 
ing public  officials  in  other  countries. 
He  certainly  never  knew  that  BCCI  se- 
cretly owned  the  largest  bank  holding 
company  in  Washington,  First  Ameri- 
can Bankshares  Inc.,  of  which  Clifford 
was  chairman  until  he  resigned  in  Au- 
gust. "You  have  my  word  as  a  gentle- 
man," he  told  the  panel.  Speaking  for 
himself  and  his  law  partner,  former 
First  American  President  Robert  A. 
Altman,  the  84-year-old  Clifford  de- 
clared in  a  shaky  but  resolute  voice: 
"Our  consciences  are  clear." 
complex  web.  Grand  jurors  in  New 
York  and  Washington  will  decide 
whether  Clifford  and  Altman  may  have 
to  spend  time  in  court.  But  one  thing  is 
certain:  The  two  super- 
lawyers  had  spun  them- 
selves such  a  complex  web 
of  loyalties  that  their  judg- 
ments and  motivations  are 
automatically  suspect.  May- 
be Clifford  and  Altman  did 
something  criminal,  maybe 
not.  But  the  point  is,  they 
did  many  things  wrong. 

Here's  why.  Wearing  the 
various  hats  of  attorney,  ex- 
ecutive, borrower,  and 
shareholder,  Clifford  and 
Altman  had  conflicting  ties 
to  First  American,  its  own- 
ers, and  BCCI.  Clifford  and 
Altman  maintain  that  such 
overlapping  relationships 


OUR  CONSCIENCES  ARE  CLEAR,"  CLIFFORD  TOLD  A  HOUSE  COMMITTEE 


are  common  in  banking.  And  their  law- 
yer, Robert  A.  Bennett,  says  he  sees 
nothing  unethical  in  their  behavior. 

If  this  is  common,  chalk  up  one  more 
thing  to  worry  about  in  the  banking 
system:  blatant  conflicts  of  interest. 
Consider  that  Clifford  and  Altman  had 
taken  on  assignments  so  contradictory 
that  at  one  point  corporate  officer  Alt- 
man  wrote  a  letter  offering  new  stock 
to  shareholder  Altman.  "The  potential 
dangers  are  enormous,"  says  New 
York  University  law  professor  Stephen 
Gillers.  "I'd  say  don't  do  it.  And  if  a 
firm  does  do  it,  I'd  say  triple  your  mal- 
practice insurance." 

If  legal  ethics  or  common  sense 
didn't  stop  Clifford  and  Altman,  nei- 
ther did  bank  regulations.  With  regula- 
tors from  five  states  and  two  federal 
agencies  riding  herd  on  BCCI  and  First 


CLARK  CLIFFORD'S  MANY  HATS 

MANAGING  PARTNER  OF  CLIFFORD  &  WARNKE 

Law  firm  represented  First  American  Bankshares  and  af 
filiates,  as  well  as  individual  investors  in  the  bank 


4 


CHAIRMAN  OF  FIRST  AMERICAN 

First  American  paid  Clifford's  law  firm  to  act  as  the 
bank's  outside  legal  counsel 


ATTORNEY  TO  BCCI 

As  BCCl's  U.S.  counsel,  Clifford  &  Warnke  defended 
BCCI  against  money-laundering  charges  in  1988 

BORROWER  FROM  BCCI 

Clifford  borrowed  $12  million  from  BCCI  to  buy  First 
American  shares.  Eighteen  months  later,  BCCI  found  a 
buyer  for  the  shares,  yielding  Clifford  an  $1  1  million  pretax  profit 


American,  no  one  botherJfl 
to  look  at  the  various  rolfl 
played  by  the  two  men.  ViH 
ginia  Commissioner  of  Ful 
nancial  Institutions  SidneH 
A.  Bailey  says  he  was  ui 
aware  that  Clifford  and  Al 
man  were  counsel  to  BCC 
had  received  loans  froi 
BCCI,  and  were  counsel  1 
First  American.  "If  I  knev 
I  would've  asked  who's  d 
ing  what  for  whom,"  saj 
Bailey. 

Clifford's  and  Altman 
biggest  legal  problem 
their  less-than-complete  r 
sponse  to  a  December,  198 
letter  from  the  Federal  R 
serve  Board  seeking  info 
mation  on  loans  from  BCCI  to  shar 
holders  of  First  American's  holdir 
company.  Altman's  letter  in  respons 
failed  to  reveal  that  he  and  Cliffor 
together  had  borrowed  $18  millic 
from  BCCI  to  purchase  shares  in  Firs 
American's  parent,  Credit  &  Commen 
American  Holdings,  and  that  BCCI  ha 
arranged  to  find  a  buyer  18  month 
later  for  some  of  those  shares.  If  Al 
man  the  lawyer  hadn't  been  counsel 
Altman  the  bank  president,  his  lett« 
would  likely  have  been  more  forthcor 
ing.  "No  legal  counsel  worth  his  sa 
would  have  let  him  send  that  letter, 
says  a  former  prosecutor. 
bad  judgment.  What  is  to  be  learne 
from  Clifford's  and  Altman's  bad  judj 
ment?  First,  Congress  and  bank  regi 
lators  should  take  account  of  the  disas 
ter  and  push  for  laws  to  bar  futur 
conflicts.  As  Bailey  point 
out,  regulators  didn't  knoi 
what  was  going  on  becaus 
Clifford  and  Altman  weren 
required  to  tell  them. 

The  legal  system,  toe 
should  take  heed.  Cliffor 
and  Altman  should  serve  a 
a  reminder  to  use  mere  car 
in  taking  on  assignment 
where  the  potential  for  cor 
flict  is  so  clear.  A  legal  cl 
che  holds  that  a  lawyer  wh 
represents  himself  has 
fool  for  a  client.  Such  foo 
ishness  isn't  illegal,  bi 
where  the  integrity  of  ban! 
ing  is  at  stake,  it  probabl 
should  be. 
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STRATEGIES 


NAME  RECOGNITION:  MARKETING  DIRECTOR  CARTER  HEADS  THE  "INTEL  INSIDE"  CAMPAIGN 


INTEL  ISN'T  TAKING 
THIS  LYING  DOWN 


The  wounded  chipmaker  is  fighting  clones  with  lawsuits  and  marketing 


Four  fat  years.  That's  what  the  ven- 
erable 80386  microprocessor  has 
meant  to  Intel  Corp.  Since  the 
chip's  introduction,  Intel  has  enjoyed  a 
monopoly  on  sales  of  the  386,  the  brain 
that  controls  most  of  the  personal  com- 
puters sold  today.  The  result:  a  cool  $2 
billion  in  profits  for  the  Santa  Clara 
(Calif.)  chipmaker. 

Now,  Intel's  386  monopoly  is  cracking 
fast.  For  starters,  the  company  is  under- 
going an  inquiry  by  the  Federal  Trade 
Commission  and  battling  a  rival's  law- 
suit alleging  anticompetitive  behavior. 
But  more  to  the  point,  Intel  faces  a 
swarm  of  rivals  offering  me-too  versions 
of  its  microprocessors.  Advanced  Micro 
Devices  Inc.  has  already  won  15%  of  the 
PC  market  with  its  six-month-old  386DX- 
chip  clone,  says  Michael  Gumport,  a 
Shearson  Lehman  Brothers  Inc.  analyst. 
Next  up  is  Chips  &  Technologies  Inc., 
which  on  Sept.  30  plans  to  introduce  a 
family  of  386-chip  clones. 
clone  city.  Intel  is  fighting  back  with  a 
marketing  campaign  aimed  at  convinc- 
ing buyers  that  PCs  are  better  with  "In- 
tel Inside."  But  time  is  short.  By  next 
summer,  wannabes  such  as  Cyrix,  Nex- 
Gen  Microsystems,  and  Integrated  In- 
formation Technology  are  expected  to 
release  chip  clones,  including  those  that 


mimic  Intel's  most  advanced,  the  486. 

Suddenly,  the  future  looks  a  lot  less 
lush  for  Intel,  a  22-year  Silicon  Valley 
veteran.  Wall  Street  got  the  message  on 
Sept.  13,  when  the  company  warned  that 
third-quarter  profits  would  come  in  un- 
der forecasts.  The  news  drove  Intel's 
stock  down  61/4,  to  43,  and  prompted  a 
wave  of  estimate-slashing.  Donaldson, 
Lufkin  &  Jenrette  Securities  Corp.  ana- 
lyst Drew  D.  Peck,  for  instance,  now 
figures  Intel  will  earn  80$  per  share 
from  operations  for  the  third  quarter. 
That's  11%  less  than  he  was  projecting  a 
month  ago  and  4r;!  below  1990's  third 
quarter.  The  drop  in  profits  is  expected 
even  though  sales  are  expected  to  be 
$1.17  billion  for  the 
quarter  ending  Sept. 
30,  some  16%  above  a 
year  earlier. 

The  chipmaker  says 
a  sluggish  economy 
and  a  computer  mar- 
ket "in  rapid  transi- 
tion" are  to  blame  for 
the  shortfalls.  But 
stock-watchers  insist 
that  heat  from  chip 
doners  is  the  chief 
culprit.  Peck  figures 
Intel  lost  20$  in  profits 
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COMPETITION  DRIVES 
DOWN  PRICES 


600 


lot 


200 


STREET  PRICE  OF  INTEL'S 
387DX  CO-PROCESSOR 


INTEL  CUTS  LIST  PRICE 
FR0MS994T0S299 


JAN.  FEB. 
A  DOLLARS 


in  the  quarter  to  price-cutting  brouii 
on  by  the  competition.  Indeed,  cut-rl 
clones  of  its  math  co-processors,  whi 
speed  a  computer's  number-crunchil 
forced  Intel  to  cry  uncle  in  June  wl 
70%  price  cuts  (chart). 

Math  chips,  however,  make  up  of 
11%  of  Intel's  business.  The  companl 
386  microprocessors  account  for  abl 
45%'  of  sales,  Peck  says,  and  Intel* 
desperate  to  avoid  a  similar  price  wa|' 
So  far,  the  386  clonemakers  are  1 
lowing  Intel's  lead  on  pricing.  Instead! 
undercutting  their  $4  billion  competitl 
they're  marketing  chips  that  they  M 
perform  better  than  the  originals.  To  I 
spond,  Intel  has  come  up  with  an  unu| 
al  solution  for  an  engineering  coml 
ny — marketing.  "For  Reebok,  it  may  I 
second  nature,  but  for  us  it  wasnf 
says  Intel  CEO  Andrew  S.  Grove. 
image  manipulation.  At  the  heart! 
the  effort  is  the  four-month-old  "Irl 
Inside"  print  campaign,  which  Denl 
Carter,  Intel's  marketing  director,  sm 
is  meant  to  cut  the  "utter  confusicf 
clones  bring  to  the  marketplace.  To  drl 
the  premium-brand  message  home  tol 
buyers,  Intel  is  paying  PC  makers  to  il 
the  Intel  Inside  logo  in  their  own  adsl 
There  is  some  evidence  that  consul 
ers  care  about  which  chip  comes  insl 
their  PCs.  Arthur  Lazere,  chairman  I 
Northgate  Computer  Systems  Inc.,  see 
that  while  the  PC-compatible  maker  pi 
vides  PCs  with  AMD  chips  to  custom* 
who  want  them,  it  hasn't  exactly  bcJ 
swamped  with  orders.  Indeed,  the  col 
pany  recently  shipped  several  computes 
to  one  corporate  buyer  that  accidental 
went  out  with  AMD  chips.  The  custonl 
was  furious  and  sent  them  back  for  Inl 
machines.  "You  offer  an  Intel  and  £ 
AMD  side  by  side,  and  the  custonf 
won't  abide  the  AMD,"  Lazere  claimsj 
But  one  of  Intel's  biggest  custome* 
Compaq  Computer  Corp.,  won't  use  tl 
logo,  saying  it  made  Compaq's  efforts! 
differentiate  its  PCs  from  the  clorl 
harder.  Says  Kevin  Bohren,  a  Compi 
vice-president:  "It  was  leveling  the  phi 
ing  field." 
Meanwhile,  as  Intel  puts  muscle  1| 
hind  marketing,  I 
clone  competitors  t\ 
hoping  that  techrl 
logical  advantages  vl 
sell  their  chips.  Chi 
&  Technologies  sal 
its  386  chips  will  rl 
10%  faster  than  In! 
originals.  And  whl 
PC  maker  AST  F§ 
search  Inc.  on  Septl 
released  its  top-<| 
the-line  notebook  col 
puter,  the  compal 
turned  to  AMD  for  tfe 
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p.  "We  want  to  keep  our  notebooks 
the  front  lines,"  says  Safi  U.  Qure- 
sy,  AST's  president.  "AMD  had  done  its 
nework." 

ntel  would  respond  that  AMD  cribbed 
ne  of  its  homework.  Intel  and  AMD 
/e  been  at  each  other's  throats  with  a 
lery  collection  of  lawsuits  on  issues 
lging  from  trademark  infringement  to 
^competitive  behavior.  And  Chips  & 
:hnologies  says  that  while  it  went  out 
its  way  to  avoid  infringing  on  the 
el  patents  when  it  designed  its  386 
ps,  it  can't  guarantee  that  it  won't 


find  itself  fighting  the  company  in  court. 

Intel  isn't  neglecting  the  engineering 
challenge.  Indeed,  the  company  has  all 
that  monopoly-era  moola  to  spend  on 
trying  to  widen  the  gap  between  itself 
and  its  competitors.  Intel  plans  to  pour 
$700  million  into  research  this  year  and 
has  embarked  on  a  $1  billion  capital- 
spending  program.  A  key  part  of  the 
program  calls  for  Intel  to  develop  micro- 
processors that  can  match  the  power  of 
reduced  instruction-set  computing  (RISC) 
chips,  used  now  in  workstations.  The  job 
is  key,  since  PC  customers  such  as  Com- 


paq plan  to  build  PCs  around  RISC  chips 
made  by  Intel  rivals. 

Indeed,  CEO  Grove  believes  the  threat 
from  the  current  crop  of  386  chip  clone- 
makers  is  temporary.  He's  banking  on 
blasting  so  far  ahead  of  them  in  future 
chip  generations  that  they  won't  be  able 
to  keep  up  with  the  technology.  Then 
again,  Grove  figures  the  Japanese  will 
inevitabley  jump  into  the  market  for  mi- 
croprocessors. It  looks  as  if  the  days  of 
easy  money  are  over  for  Intel. 

By  Russell  Mitchell  in  Santa  Clara, 
Calif.,  with  bureau  reports 
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UPER  TEAM,  SUPERSTATION 
-PERFECT  MATCH,  RIGHT? 


;d  Turner's  Braves  are  hot.  Still,  the  TV-revenue  picture  is  cloudy 


red  Turner  hasn't  attended  many 
Atlanta  Braves  games  this  year, 
despite  his  team's  remarkable  re- 
■gence.  The  owner  did  make  it  to  the 
jner  of  a  pivotal  three-game  home  se- 
s  with  the  Los  Angeles  Dodgers  on 
pt.  13,  but  the  Braves  lost.  Three  days 
er,  the  Braves  got  a  much  bigger  jolt 
.en  base-stealing  star  Otis  Nixon  was 
spended  for  failing  a  drug  test. 
The  Braves  may  yet  overcome  that 
jck  to  win  their  first  National  League 
Bstern  Div.  championship 
ce  1982.  But  even  if  the 
im  falls  short,  its  surge 
im  the  majors'  worst  record 
1990  should  pay  big  divi- 
nds  for  parent  company 
rner  Broadcasting  System 
\.  well  into  next  season, 
at's  good  news  for  tbs 
areholders,  because  the 
evised  baseball  business  is 
aded  into  high-risk  terri- 
fy over  the  next  few  years, 
will  be  risky  for  viewers, 
):  Regular-season  Braves 
mes  may  move  from  super- 
ition  WTBS-TV  to  a  pay-per-view  setup. 
Putting  a  dollar  figure  on  TBS's  near- 
•m  windfall  is  no  easy  task,  given  the 
mpany's  confusing  accounting  prac- 
es  and  its  refusal  to  disclose  advertis- 
?  revenue  from  Braves  games.  For  the 
:ord,  TBS  reported  a  $16.2  million  oper- 
ng  loss  for  the  Braves  in  1990  on  reve- 
es  of  $34.7  million.  But  that  loss  is 
isory:  It  was  based  on  a  laughably 
v  intercompany  charge  of  only  $3.4 
llion  for  WTBS  broadcast  rights.  By 
atrast,  the  New  York  Yankees  earn 
3  million  a  year  for  cable-TV  rights  in 
I  New  York  area  alone. 
Division  title  or  no,  the  Braves  have 
proved  vastly  over  last  year,  both  on 


the  field  and  in  the  corporate  accounts. 
Ticket  sales  will  more  than  double,  top- 
ping 2  million.  And  a  recently  renegotiat- 
ed contract  with  the  local  stadium  au- 
thority gives  the  team  a  better  cut  of 
parking  and  concession  revenues.  All 
told,  that  should  mean  a  $4.4  million 
surge  in  ballpark-related  receipts  this 
year.  Looking  ahead,  team  President 
Stan  Kasten  is  counting  on  boosting 
1992  season-ticket  sales  to  15,000  from 
this  year's  4,000. 


Financially  speaking,  though,  the  ball- 
park is  just  a  sideshow  to  television. 
Back  in  1983,  before  sports  glutted  the 
airwaves,  Braves  games  on  WTBS  com- 
manded a  5  rating.  After  a  seven-year 
slide,  the  ratings  bottomed  out  at  1.6  in 
the  early  months  of  this  season.  That 
meant  less  than  2%  of  the  57.3  million 
homes  with  access  to  the  cable  channel 
were  tuning  in.  But  thanks  to*  the  pen- 
nant-race excitement,  TBS  officials  are 
now  predicting  a  cumulative  rating  of 
2.0  for  the  full  season.  Analysts  say  that 
won't  boost  advertising  revenue  much 
this  year  but  could  lead  to  a  $2  million  to 
$3  million  jump  in  1992,  to  as  much  as 
$25  million. 


Big  changes  may  be  in  store  after 
1993,  however.  That's  the  expiration 
date  for  baseball's  current  four-year  na- 
tional contracts  with  CBS  and  ESPN.  The 
Braves  get  a  $13.3  million  cut  from 
those  deals  this  year,  but  TBS  must  also 
pay  $10  million  to  other  teams  without 
superstation  exposure.  By  1993,  that 
penalty  payment  rises  to  $15  million — all 
but  canceling  out  the  Braves'  national-TV 
share  of  $15.3  million. 
name  brand.  What  happens  then?  Both 
CBS  and  ESPN  are  losing  money  on  base- 
ball, so  future  national  contracts  aren't 
likely  to  be  as  rich.  Commissioner  Fay 
Vincent  insists  that  the  All-Star,  playoff, 
and  World  Series  games  will  forever  be 
on  free  TV.  But  Vincent  is  also  studying 
the  idea  of  letting  fans  buy  the  TV  equiv- 
alent of  a  season  ticket  for  their  favorite 
team,  once  enough  cable  systems  can 
pull  in  150  or  more  channels. 

TBS  officials  aren't  talking 
about  their  post-1993  strate- 
gy. But  Gene  Dewitt,  presi- 
dent of  Dewitt  Media,  a  New 
York  media  buying  firm,  says 
the  Braves'  long  exposure  on 
cable  provides  the  name  rec- 
ognition crucial  for  pay-per- 
view  success.  And  he  says  TBS 
has  a  huge  programming  li- 
brary that  could  easily  be 
tapped  to  replace  Braves 
games  on  WTBS.  Indeed,  mov- 
ies usually  draw  higher  rat- 
ings than  Braves  games. 
A  move  to  pay-per-view 
would  not  be  without  risk.  It  would  in- 
tensify the  pressure  on  Braves  General 
Manager  John  Schuerholz  to  field  a  con- 
sistently top-caliber  team.  After  he  was 
hired  last  October,  Schuerholz  signed 
eight  free  agents,  boosting  the  Braves' 
salary  total  to  $19  million  from  1990's 
$12  million.  Field  manager  Bobby  Cox 
quickly  molded  the  team  into  a  contend- 
er. In  baseball,  though,  stays  at  the  top 
can  be  short  indeed.  And  as  the  Braves 
found  out  in  recent  years,  hardly  any- 
body wants  to  watch  a  loser — in  the 
stands,  on  free  TV,  and  certainly  not 
when  watching  adds  a  fat  charge  to 
your  monthly  cable  bill. 

By  Chuck  Hawkins  in  Atlanta 
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If  there  were  a  printer  that  could  give  you  this  kind  of  color 
would  you  still  make  your  presentations  in  black  and  white? 


Do  your  presentations  go  in  one  eye  and  out  the  other? 
The  Colormate'"  PS  40  can  easily  and  affordably  give  them 
the  impact  they  deserve,  enhancing  your  work  with  truly 
amazing  color. 

The  Colormate  PS  40  integrates  readily  with  any  ^* 
network,  PC  or  Mac.  And  it's  compatible  with 
most  popular  presentation  software.  Of  course, 


CsC 


Adobe'  PostScript  is  standard,  so  you  can  scale,  rotate  an 
shade  the  17  resident  fonts.  300  DPI  graphics  means  tha 
■—^^Sm  output  is  sharp  and  clear,  whether  paper  o 
J  mm  transparencies.  And  with  its  small  footprint 
'  the  Colormate  PS  40  won't  fill  up  your  desk 
^  After  all,  the  world  isn't  black  and  white 

why  should  your  presentations  be? 


compears  ana  Communicate      Call  1-800-NEC- INFO  for  your  Color  Presentations  Guide. 


NEC 
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t  LAYOFFS 
MING  AT  TIME 


ie  slump  in  advertising 
mues  has  taken  a  toll  on 
e,  the  grandaddy  of  news 
;azines.  Insiders  say  par- 
Time  Warner  is  set  to  an- 
ace  layoffs  at  its  flagship 
fazine  and  other  titles. 
e  magazine  alone  is  losing 
e  than  40  editorial  staff- 
including  22  correspon- 
s.  Time  may  be  in  for 
1  more  change:  Staffers 
the  magazine's  editors 
i  to  overhaul  its  format 
etime  next  year. 
ime  is  still  debating  de- 
i,  but  the  basic  idea  is  to 
jvcase  fewer,  longer  sto- 
and  offer  more  of  its 
s  in  the  form  of  briefs, 
move  is  prompted  both  by 
lomic  concerns  and  the 
iging  role  of  news  maga- 
s:  Media-saturated  read- 
can  get  the  news  digest 
<,e  now  offers  from  CNN. 
the  new  format  might 
help  the  magazine  get  by 
l  fewer  reporters.  Time 
•ner  won't  comment. 


I0UNTING  RULES 
JSE  RED  INK  AT  GE 


ettlesome  new  accounting 
I  involving  retiree  health 
efits  are  starting  to  hit 
ie.  GE  stepped  up  to  take 
shot  early,  announcing  a 
!  billion  charge  against 
t-quarter  earnings.  No 
l  is  involved,  but  the  hit 
led  a  $999  million  first- 
rter  gain  into  an  $801  mil- 
loss.  GE  insisted  it  will 
turn  a  profit  for  the  year. 
E  is  one  of  the  first  compa- 
:  to  comply  with  the  new 
!S.  They  force  companies 
estimate  and  reserve  for 
ure  retiree  medical  ex- 
ses,  instead  of  accounting 
the  expenses  as  they  are 
i.  Companies  have  the 
ice  of  taking  a  onetime 
rge,  as  GE  did,  or  spread- 
the  costs  out  over  20 
rs.  Steelmakers  and  auto 
ters,  in  particular,  are  like- 
o  struggle  with  the  choice, 


given  their  large  number  of 
retirees. 

Some  companies  are  re- 
sponding by  phasing  out  pro- 
grams that  promise  to  pay  re- 
tiree benefits.  International 
Paper,  for  instance,  has 
stopped  paying  benefits  to 
employees  hired  after  1987. 
Now  that  companies  know 
what  their  promises  are  cost- 
ing them,  medical  benefits 
for  their  retirees  may  be  run- 
ning out. 


HANSON  GOBBLES  UP 
BEAZER 


►  Hanson,  the  voracious  Brit- 
ish conglomerate,  has  struck 
at  yet  another  hapless  target. 
This  time  it's  Beazer,  a  big 
but  financially  strapped  pro- 
ducer of  building  aggregates 
and  cement.  British-based 
Beazer  dug  itself  a  hole  with 
the  $1.7  billion  purchase  of 
Pittsburgh's  Koppers  in  1988. 
And  when  the  construction 
market  tanked,  so  did  Beazer. 

The  company  had  planned 
to  raise  cash  through  a  public- 
offering  of  its  European  arm, 
but  Hanson  stepped  in  at  the 
last  moment  with  the  consent 
of  Beazer's  board.  Hanson  is 
paying  only  $611  million  for 
Beazer's  common  stock,  but 
counting  debt  and  preferred 
stock,  the  tab  will  hit  a  lofty 
$2.6  billion.  The  Beazer  buy 
seems  to  take  the  heat  off  Im- 
perial Chemical  Industries, 
which  Hanson  was  stalking 
intently  earlier  this  year.  It 


GIMME  A  SHOT  OF  MAD  RIVER— AND  500  SHARES 


Its  balance  sheet,  an  officer  ad- 
mits, looks  "pretty  yucky." 
Losses  for  the  past  two  years 
have  far  exceeded  revenues. 
Sales  aren't  exactly  racing  for 
its  leading  brands — Mad  River 
Vodka,  Veranda  Gin,  and  Sugar- 
bush  Maple  Spirits. 

What  better  time  for  a  public 
stock  offering?  Distillery  Asso- 
ciates, a  fledgling  Vermont  dis- 
tiller, began  selling  stock  to 
state  residents  on  Aug.  15  and  has  already  unloaded  11,625 
shares  at  $5  a  pop.  True,  Vermonters  are  known  to  support 
unorthodox  upstarts.  Don't  forget  the  heavy  interest  when  Ben 
&  Jerry's,  the  politically  correct  ice  cream  maker,  went  public 
in  1984.  To  revive  sales,  Distillery  Associates  says  it  needs  cash 
for  marketing.  But  given  the  company's  recent  performance, 
investors  may  want  to  couple  their  stock  purchases  with  a  stiff 
shot  of  Mad  River  Vodka.  Concedes  co-founder  Brian  Tyrol: 
"This  is  not  an  investment  for  the  faint-hearted." 


also  signals  that  the  oft- 
watched  Lord  Hanson  is  con- 
fident that  enough  of  an  eco- 
nomic upturn  is  in  the  making 
to  buttress  Beazer. 


UNCLE  SAM  WANTS 
CASEY  AT  BAT— AGAIN 


►  Albert  Casey  has  been  in 
this  spot  before.  In  1986,  the 
retired  chairman  of  American 
Airlines  stepped  in  as  Post- 
master General  in  the  wake 
of  a  bidding  scandal  at  the 
U.  S.  Postal  Service.  Two 
years  later,  federal  banking 
regulators  prevailed  upon  him 
to  take  over  Dallas'  First  Re- 
publicBank  in  an  unsuccessful 


DOU'T  UJOREV,  IU  BE  REAf>V  FbR'92 . 


attempt  to  save  that  failing 
giant.  Now,  Uncle  Sam  wants 
Casey  for  a  third  time:  The 
71-year-old  executive  is  the 
leading  candidate  to  head  the 
Resolution  Trust  Corp.,  the 
federal  agency  that's  closing 
down  and  selling  off  failed 
savings  and  loans. 

Streamlining  the  RTC  should 
be  a  labor  of  love:  One  Ameri- 
can Airlines  vet  says  Casey 
eschews  big  management 
meetings  and  is  "very  adept 
at  getting  to  the  heart  of  an 
issue."  But  Casey's  strong  fi- 
nancial background  will  be 
taxed  by  the  rtc's  biggest 
challenge:  What  to  do  about 
the  $156  billion  in  assets 
seized  from  failed  S&Ls. 


CRAY  FILLS  A  GAP  IN  ITS 
EXECUTIVE  LINEUP 


►  Cray  Research  named  John 
Carlson  as  its  new  president, 
filling  a  post  left  vacant  for 
more  than  a  year.  CEO  John 
Rollwagen,  who  had  been 
handling  both  positions,  said 
the  increasing  complexity  in 
the  supercomputer  market 
convinced  him  he  needed  help 
at  the  top.  Carlson  was  hired 
as  an  outside  auditor  by  com- 
pany founder  Seymour  Cray 
20  years  ago.  For  the  past  10 
years,  he  has  been  Cray's 
chief  financial  officer. 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has,  for  example,  insured  more  health 
care-related  issues  than  any  other  municipal  bond  insurer.  That  translates  directly  into 

new  hospitals,  state-of-the-art 
equipment  and  emergency 

TO  AMERICA  CAN  "* 
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OUR  COMMITMENT 


BE  A  LIFESAVER. 


ing  to  save  lives  all 
across  America. 

Our  work  in  health  care  is 


just  one  sign  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its 
future  by  rebuilding  its  aging  infrastructure,  piece  by  piece. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our  recog- 
nized analysis  and  research  capabilities,  which  means  fast  turnaround  as  well  as 
competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it. 
That's  a  philosophy  that  can  save  not  only  money  but  lives  as  well. 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 
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AS  GEPHARDT  FOUND 
SLINGSHOT  FOR  THE  DEMOCRATS? 


¥ith  a  halting  recovery  doing  little  to  ease  the  pain  of 
recession,  the  economy  should  be  by  far  the  best 
issue  for  Democrats  as  the  1992  Presidential  cam- 
pi  warms  up.  But  Democrats,  whose  economic  ideas  voters 
eye  with  deep  suspicion,  are  having  trouble  coming  up 

1  a  way  to  exploit  President  Bush's  greatest  vulnerability, 
hat's  not  for  lack  of  effort  by  House  Majority  Leader 
lard  A.  Gephardt.  Since  declaring  that  he  won't  run  for 
sident  in  1992,  the  Missouri  Democrat 

been  building  a  growth-through-com- 
tiveness  platform  for  his  party.  To  keep 
ideas  in  the  public  eye,  Gephardt  will  be 
hing  a  series  of  bills  on  trade,  training, 

foreign  investment  as  well  as  leading 
gressional  scrutiny  of  the  North  Ameri- 

free-trade-zone  talks. 
eat  performance.  The  challenge  will 
for  any  candidate  to  make  trade  a  hot- 
ton  issue.  "Trade  has  fallen  behind  edu- 
on  and  health  care  as  the  major  prob- 
s  confronting  the  U.  S.  in  the  minds  of 
3rs,"  warns  Democratic  pollster  Rob 
roth.  Only  if  Gephardt  can  tie  America's 
le  woes  to  stagnant  income  growth  and 

loss  of  key  manufacturing  jobs — then 
Tie  Bush  for  the  lot — might  the  Demo- 
ts  be  able  to  gain  an  advantage, 
lephardt  has  tried  these  themes  before: 
made  competitiveness  and  job  losses  the  major  themes  of 

unsuccessful  1988  Presidential  run.  But  then,  with  the 
nomy  in  the  seventh  year  of  expansion,  Gephardt  was  a 
:e  in  the  wilderness.  This  time,  predicts  Democratic  pollster 
>ffrey  Garin,  "any  of  the  candidates  will  feel  very  comfort- 

2  with  the  bulk  of  Gephardt  economics." 

lephardt  admits  that  the  Democrats  "haven't  successfully 
de  the  case  that  our  party  has  the  soundest  economic  ideas 
growth."  He  hopes  to  change  that  perception  by  showing 
t  an  activist  government  can  help  create  high-wage,  high- 


GEPHARDT:  PLAYING  TO  POCKETBOOKS 


skill  jobs  by  enhancing  U.  S.  economic  might.  The  only  way 
Republicans  know  to  improve  competitiveness,  he'll  charge,  is 
by  driving  down  American  wages  and  living  standards. 

The  majority  leader  is  dusting  off  a  new  and  tougher  ver- 
sion of  his  Gephardt  Amendment  to  the  1988  Trade  Act.  He 
wants  to  renew  the  "Super  301"  provision  of  the  law,  which 
lapsed  last  year.  It  required  the  Administration  to  draw  up  an 
annual  list  of  unfair  traders  that  faced  retaliation  unless  they 
opened  their  markets.  The  Administration 
made  grudging  use  of  the  provision  in  1989, 
then  largely  ignored  it.  The  White  House 
strongly  opposes  renewal  because  it  would 
limit  Presidential  prerogatives  to  make  for- 
eign policy. 

getting  tough.  The  congressman  will  also 
propose  legislation  outlining  a  set  of  "Gep- 
hardt principles"  designed  to  make  certain 
that  U.  S.  businesses  investing  in  Mexico 
under  any  free-trade  agreement  are  good 
corporate  citizens:  They  shouldn't  exploit 
Mexican  workers  or  take  advantage  of  lax 
environmental  enforcement.  And  since  no 
trade  initiative  would  be  complete  without  a 
poke  at  Japan,  Gephardt  is  calling  on  the 
Administration  to  get  tough  with  Tokyo  un- 
der the  General  Agreement  on  Tariffs  & 
Trade.  The  Japanese,  says  Gephardt,  "prac- 
tice adversarial  trade,  have  a  definitive  in- 


dustrial policy,  and  employ  cultural  and  other  practices  that 
make  their  system  incompatible  with  ours  and  most  other 
countries'."  The  cure:  a  broad  inquiry  into  Japanese  trade 
policies  that  would  lead  either  to  negotiations  or  to  retaliation 
by  members  of  the  107-nation  trade  regulatory  body. 

Trade  doesn't  have  the  resonance  of  Willie  Horton.  But  for  a 
party  that  lacks  both  the  candidates  and  issues  to  challenge  a 
popular  President,  Gephardt  is  at  least  exploring  one  promis- 
ing avenue  of  attack. 

By  Paul  Magnusson,  with  Douglas  Harbrecht 


PITAL  WRAPUPI 


DLITICS 


Congress  usually  tries  to  wrap  up 
^business  and  go  home  for  Thanks- 
ving.  But  Democrats  are  in  no  hurry 
leave  town  this  year  and  instead  are 
rning  up  the  heat  on  the  White 
ouse  by  pushing  a  variety  of  domes- 
S  bills.  Some  upcoming  battles  could 
ren  hurt  President  Bush  politically. 
Iready,  the  House  has  passed  an  ex- 
nsion  of  unemployment  benefits  by  a 
:to-proof  margin,  forcing  Bush  to 
impromise  on  that  issue.  Next,  Demo- 
ats  predict  they'll  get  a  similar  mar- 
n  on  a  bill  requiring  employers  to 
Ter  family  medical  leave.  Expect  veto 
ghts,  too,  on  legislation  allowing  fam- 


ily-planning clinics  to  provide  abortion 
counseling  and  on  civil  rights. 

TRANSPORTATION  

Transportation  Secretary  Samuel  K. 
Skinner  is  planning  key  staff  shifts 
so  that  he  may  more  easily  take  an 
active  part  in  the  1992  campaign.  Skin- 
ner wants  to  replace  Deputy  Secretary 
Elaine  Chao,  who  is  departing  to  head 
the  Peace  Corps,  with  the  Federal  Avi- 
ation Administration  chief,  retired  Ad- 
miral James  Busey.  Then,  he  would  in- 
stall retired  Army  General  Jerry 
Curry,  currently  National  Highway 
Traffic  Safety  Administrator,  in  Bu- 
sey's  job.  But  despite  Skinner's  efforts 
to  line  up  support  for  the  changes  on 


Capitol  Hill,  the  White  House  may  not 
clear  Skinner's  flight  plan.  It  would 
rather  reserve  the  plum  deputy  slot  for 
a  Bush  loyalist. 

TRADE  

It  wasn't  easy,  but  ice  cream  made  by 
I  Texas'  Blue  Bell  Creameries  Inc. 
may  soon  be  sold  in  Japan.  When  the 
company,  which  has  been  trying  to 
crack  the  Japanese  market  for  years, 
learned  that  Tokyo  had  awarded  the 
"Blue  Bell"  trademark  to  a  local  con- 
fectioner, it  complained  mightily  to 
Senate  Finance  Committee  Chairman 
Lloyd  Bentsen  (D-Tex.).  Bentsen  leaned 
on  U.  S.  Trade  Representative  Carla 
Hills,  who  persuaded  Japan  to  relent. 
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SOVIET  UNION  I 


THE  GREAT  SOVIET 
SELL-OFF 


Everything  from  missiles  to  islands  is  going  on  the  block  in  a  desperate  scramble  to  avoid  default 


From  Seoul  to  Zurich,  the  riches  of 
the  tattered  Soviet  empire  are  fast 
being  flogged.  On  London  markets, 
rumors  of  huge  Soviet  gold  dumping  in 
early  September  were  so  hot  that  prices 
plunged  to  a  five-year  low.  Also  on  the 
block  are  cut-rate  Soviet  loans  to  such 
Third  World  clients  as  Libya  and  Ango- 
la. And  at  a  Bologna  trade  fair,  Soviet 
salesmen  are  offering  discounted  sur- 
face-to-air missiles  and  long-range  bomb- 
ers to  any  and  all  takers. 

Sound  desperate?  It  is.  The  Soviet  fi- 
nancial system  is  undergoing  a  wrench- 
ing transformation,  thrown  into  high 
gear  by  the  attempted  coup  Aug.  18-21. 
The  victory  of  Soviet  democrats  has  led 
to  a  crumbling  of  central  economic  con- 
trol. Old  financial  structures  now  are 
falling,  and  new  ones  aren't  emerging 


fast  enough  to  replace  them.  In  the  af- 
termath, borrowing  is  nearly  impossible 
since  no  one  knows  who  can  repay  debt 
or  who  controls  the  assets  backing  debt. 
That's  a  grim  scenario  for  a  country  that 
badly  needs  to  keep  paying  off  its  $64 
billion  foreign  debt  in  order  to  win  confi- 
dence for  fresh  loans  and  aid. 
island-packaging.  Kremlin  and  repub- 
lic officials,  from  key  adviser  Alexander 
Yakovlev  to  Boris  N.  Yeltsin's  right- 
hand  man,  Ruslan  Khasbulatov,  are 
scouring  the  globe  for  aid  to  stave  off  a 
feared  political  and  economic  disaster 
this  winter.  The  European  Community 
has  already  signed  on  for  $1.4  billion  in 
food  credits  and  technical  aid.  It  has 
been  swamped  with  200  requests  for 
help,  including  a  specific  request  from 
Soviet  President  Mikhail  Gorbachev  for 


up  to  $7  billion.  Meanwhile,  Yeltsi 
government  passed  the  word  to  the  J; 
anese  that  they  can  have  two  of  th 
former  Kuril  Islands  back  for  $15  bill: 
or  all  four  for  $30  billion. 

It's  not  hard  to  understand  the  desp 
ation.  Gross  national  product  is  expect 
to  fall  12%  this  year.  Inflation  is  gall 
ing  at  annual  rates  of  up  to  360%,  fue' 
by  managers  who  are  hoarding  goods 
hopes  of  bartering  them.  In  an  effort 
stave  off  economic  collapse,  the  Sov 
treasury  is  cranking  out  rubles  at 
frantic  pace.  Soviet  mints  will  nea. 
double  currency  in  circulation  from  ] 
billion  rubles  at  the  end  of  last  year 
236  billion  by  January. 

A  more  immediate  worry,  however, 
how  to  avoid  a  default  on  some  of  t 
$11  billion  in  foreign  debt  owed  tl 
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:.  To  ease  the  cash  crunch,  Viktor  V. 
ishchenko,  the  chief  of  Gosbank,  the 
et  central  bank,  is  urging  Western 
;rnment  agencies  to  provide  up  to 
billion  in  new  Soviet  trade  credits  to 
tern  banks.  That  would  allow  the 
ets  to  continue  imports  of  key  West- 
goods.  But  more  novel  schemes  are 
emerging.  Radical  economist  Gri- 
f  Yavlinsky  has  proposed  Latin 
?rican-style  loan  swaps  in  which 
tern  banks  would  take  ownership  of 
r  other  assets  to  secure  borrowings. 
shore  schemes.  Meanwhile,  hard 
ency,  already  in  short  supply,  is 
ing  offshore.  Foreign  joint-venture 
nerships  are  said  to  be  creating  com- 
ited  schemes  to  keep  as  much  of 
r  hard-currency  revenues  out  of  the 
et  Union  as  possible.  Soviet  enter- 
ss  also  are  flouting  the  law  and  have 
ted  as  much  as  $3  billion  in  hard 
ency  away  from  Vneshekonombank, 
main  Soviet  foreign-trade  bank,  ac- 
ting to  central  banker  Gerashchenko. 
ir  motivation:  to  avoid  a  Soviet  tax 
lirement  that  they  hand  over  40%  of 
r  foreign  currency  payments  to 
shekonombank.  He  also  charges  that 
item  businesses  have  exacerbated 
Soviet  liquidity  crunch  by  refusing 
enew  their  lines  of  credit  totaling  as 
:h  as  $15.5  billion. 

neshekonombank  may  be  the  biggest 
r  in  the  financial  upheaval.  It  has 
litionally  been  the  leading  bank  for 
t-West  trade,  with  the  lion's  share  of 
i-currency  accounts.  "Now,  Vnesh- 
nombank  has  less  and  less  money  to 
r  with,"  says  Caroline  Kuhnert  of  the 
scow  branch  of  Creditanstalt  Bank  of 
itria.  "Soviet  businesses  making  hard 
*ency  want  to  avoid  putting  money 
it  because  they  are  not  sure  they 
get  it  out."  Some  German  banks  are 
ply  bypassing  Vneshekonombank  in 
jr  of  a  small  but  growing  group  of 
f  Soviet  banks  with  rights  to  handle 
d  currency. 

'ther  mainstream  trade  organizations 
also  collapsing.  Oil  trading  in  recent 
;ks  has  been  shifting  from  Soyuzneft- 
ort,  the  central  trading  organization 
Moscow,  to  the  republics,  again  de- 
'ing  the  center  of  vital  currency.  And 
trol  of  gold  is  slipping  out  of  the 
"mlin's  hands.  Once  the  tightly  con- 
led  province  of  a  handful  of  Soviet 
cials,  gold  trading  is  now  the  realm 
new  associations  set  up  in  Kazakh- 
n  and  the  Yakutia  province  of  Russia, 
eady,  estimates  the  Soviet  govern- 
nt  newspaper  Izvestiya,  total  gold  re- 
ves  have  been  cut  to  about  1,500  to 
)0  tons.  Just  a  few  years  ago,  they 
re  estimated  at  up  to  3,000  tons, 
stern  analysts  say  that  the  turmoil 
•  led  to  increased  Soviet  dumping  of 
minum  and  nickel  on  world  markets, 
jblic  Enemy  No.  1  for  the  [global 


commodity]  markets  is  uncertainty.  It's 
worrying  all  the  markets,"  says  Andy 
Smith,  precious-metals  analyst  for  Union 
Bank  of  Switzerland. 

A  first  step  toward  easing  that  uncer- 
tainty would  be  a  new  economic  agree- 
ment among  Soviet  republics  defining 
ownership  rights  and  responsibilities. 
There  are  a  few  encouraging  signs.  On 
Sept.  16,  eight  of  the  10  participating 
republics  agreed  in  principle  to  an  eco- 
nomic treaty  put  forward  by  radical 


economist  Yavlinsky.  He  hopes  to  have  a 
final  deal  spelling  out  a  single  monetary 
and  trade  policy  by  the  end  of  the  year, 
which  may  even  include  a  banking  sys- 
tem modeled  on  the  U.  S.  Federal  Re- 
serve. Such  moves  would  help  quell  the 
fears  of  Western  financiers.  It  could  also 
be  the  Soviets'  last  chance  to  avoid  eco- 
nomic meltdown. 

By  Richard  A.  Melcher  in  London,  with 
Patricia  Kranz  in  Moscow  and  Igor 
Reichiin  in  Dresden 


EUROPE  I 


EUROPE'S  COMPUTER  GIANTS 
CIRCLE  THE  WAGONS 


Open  market?  Nope:  A  consortium  wants  a  lock  on  an  EC  megasystem 


It's  called  European  Nervous  System 
(ENS),  and  it's  just  what  the  Europe- 
an computer  industry  needs  to  chase 
away  a  severe  case  of  depression.  For 
three  years,  the  European  Commission 
has  been  batting  around  a  grand  scheme 
for  a  web  of  computer  systems  that 
would  track  people,  goods,  and  services 
across  borders  in  the  unified  market  af- 
ter 1992.  Now,  Europe's  three  strug- 
gling computer  rivals  are  banding  to- 
gether in  an  effort  to  seal  the  lucrative 
contracts  for  themselves. 

It  would  be  one  of  the  biggest  Europe- 
an computer  projects  of  all  time,  proba- 
bly worth  billions  over  the  next  several 
years.  France's  Groupe  Bull,  Italy's  Oli- 
vetti, and  Germany's  Siemens-Nixdorf 
have  formed  a  consortium  to  make  sure 
the  riches  don't  fall  to  American  or  Japa- 
nese competition.  The  information  net- 
works would  manage  everything  from 
tax  records  to  data  bases  on  environ- 
mental hazards  across  the  Continent. 


To  bolster  their  case,  the 
three  companies  argue 
that  Europeans  now  con- 
trol only  30%  of  their  own 
$13.5  billion  market  for 
public-sector  computers, 
compared  with  95%  for 
U.  S.  and  Japanese  compa- 
nies on  their  respective 
turfs.  And  that,  they  main- 
tain, is  sufficient  reason 
to  give  the  Europeans 
"first  consideration"  on 
ENS  contracts.  They  are 
pushing  for  favored  treat- 
ment on  both  design  and 
subsequent  development 
contracts. 

inside  track.  Even  if  that 
argument  flies  with  the  EC, 
it's  sure  to  draw  fire  from 
competitors.  Already,  U.  S. 
and  Japanese  computer 
companies  are  gearing  up  for  a  fight. 
"If  future  ENS  contract  awards  discrimi- 
nate against  non-Europe-based  firms, 
we'll  invoke  every  antitrust  law  we  can 
think  of,"  warns  one  competitor. 

The  EC's  stated  policy  is  that  awards 
be  made  on  an  open-bid  basis.  The  first 
test  could  come  as  soon  as  December, 
when  the  commission  is  due  to  award 
research  contracts  for  a  handful  of  proj- 
ects in  areas  such  as  police  and  customs. 
The  winners  of  those  grants  presumably 
would  have  an  inside  track  on  contracts 
to  develop  the  actual  systems  for  nation- 
al agencies,  which  will  likely  foot  the 
bill  for  ENS. 

There's  no  doubt  the  Europeans  could 
use  the  boost.  Bull  alone  lost  $1.2  billion 
last  year  and  doesn't  see  black  ink  be- 
fore 1993.  With  the  trio  counting  heavily 
on  ENS  to  brighten  their  outlooks,  Brus- 
sels is  in  for  one  of  the  fiercest  lobbying 
battles  of  the  decade. 

By  Jonathan  B.  Levine  in  Paris 
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Software  Captain 


Holland  America  Line  recently 
arrived  at  the  ultimate  destination! 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  Adis-  I 
tinction  earned  through  more  tharl 
a  century-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS  I 
technology. 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1873,"  says  I 

President  Lanterman,   j 

"customers  have  always  [j^EB 
been  the  focus  of  every- 
thing we  do.  And  today, 
CAs  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any    t0T ' 
other  cruise  line  in  the  world! 

Holland  America  "lives  01 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS,® 
and  a  broad  range  of  CA  systems, 
business  and  PC  applications 
which  help  them  run  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 


President  Kirk  Lanterman 's 
strategic  use  of  software  drives 

customer  satisfaction  to  new 
heights  while  reducing  is  costs, 
its  one  reason  why  • 
Holland  America  Line  was  . 

recently  named  the 
"World's  Best  Cruise  Line." 


industry  norm. 

"With  CA, 
we  have  a  rela- 
tionship that 
transcends  the 
products,"  states 
Lanterman. 
"Their  people  lis- 
ten. They  know 
our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decade 
we've  ever  faced." 
Anything  else? 
"Full  speed  ahead." 

OtOMPUTER 
/ASSOCIATES 

Software  superior  by  design. 

©  1991  Computer  Associates  International.  Inc.. 
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MPINAVIA 


XKHOLM:  THE  SWEDES  ARE  SO  FED  UP  WITH  THE  WELFARE  STATE  THAT  THEY  BOOTED  OUT  THE  SOCIALISTS  IN  RECENT  ELECTIONS 


CANDINAVIA  COMES  IN 
ROM  THE  COLD 


huge  unified  market  down  south  is  spurring  Sweden,  Finland,  and  Norway  to  cozy  up  to  the  EC 


Executives  at  giant  appliance  maker 
Electrolux  have  noticed  a  startling 
change  at  their  Swedish  factories  in 
cent  months:  Fewer  staffers  are  calling 
sick.  A  miracle  cure?  Hardly.  Alarmed 
high  absentee  rates,  the  Swedes  have 
acked  down  on  generous  sickness  bene- 
s.  Workers  who  called  in  ill  once  re- 
ived a  government  check  for  90%  of 
eir  wages.  That  was  slashed  to  65%  for 
e  first  three  days.  Presto — short-term 
isenteeism  dropped  one-fifth. 
Call  it  perestroika,  Scandinavian-style, 
hile  communism  collapses  in  the  East,  a 
lieter  revolution  is  sweeping  Europe's 
irthern  rim.  Sweden,  Norway,  and  Fin- 
nd  have  long  cherished  their  aloofness 
om  the  European  mainstream.  But  now 
1  three  countries,  in  varying  degrees, 
e  hustling  to  drop  trade  barriers,  cut 
x  rates,  and  question  once-sacred  wel- 
re  programs.  In  short,  they  are  busy 
odeling  themselves  on  trends  to  their 
>uth. 


The  allure  of  the  12-nation  European 
Community  is  an  overwhelming  force  for 
change.  The  drive  toward  a  barrier-free 
market  of  350  million  people  by  the  end  of 
1992  has  touched  off  alarm  bells  in  the 
chilly  north.  Like  Austria,  Hungary,  and 
even  the  Baltic  states,  the  Nordic  troika, 
with  only  17  million  people,  fears  that  its 
companies  and  goods  could  be  shut  out. 
Says  Carl  Bildt,  likely  to  become  Swe- 
den's new  Prime  Minister:  "Europe  has 
become  the  symbol  of  hope  for  [our] 
regeneration." 

radical  therapy.  Growing  kinship  with 
the  EC  is  sure  to  bring  sweeping  changes. 
Currencies  are  already  tied  to  the  Euro- 
pean Currency  Unit  (ECU),  the  EC  curren- 
cy basket  dominated  by  the  German 
mark,  and  the  link  is  instilling  new  disci- 
pline into  fiscal  and  monetary  moves. 
Many  companies  could  benefit  as  the  cost 
of  capital  falls  and  sheltered  bourses 
open  up.  Moving  people  and  goods  will  be 
simpler  and  cheaper  as  customs  barriers 


tumble.  Companies  are  girding  for  new 
competition  by  investing  abroad  and  con- 
solidating at  home.  Some  sectors  though, 
face  tough  times,  and  ordinary  citizens 
will  feel  the  squeeze  on  jobs  and  benefits. 

Sweden,  which  as  the  largest  of  the 
three  is  leading  the  way,  could  speed  the 
pace  of  reform  following  the  Sept.  15 
elections.  In  a  historic  shift,  voters  re- 
buffed the  Social  Democratic  Party, 
which  has  governed  Sweden  for  53  of  the 
past  59  years.  The  Social  Democrats,  al- 
ready staging  a  tactical  retreat  from  the 
welfare  state,  last  July  even  abandoned 
decades  of  antipathy  to  EC  membership 
and  applied  for  Sweden  to  join.  But  the 
changes  weren't  fast  enough  for  a  fed-up 
populace.  The  winning  coalition  of  four 
non-Socialist  parties  is  likely  to  choose 
Bildt,  42,  head  of  the  Moderate  Party,  for 
the  top  post — Sweden's  first  conservative 
leader  since  1930. 

Bildt's  prescriptions  are  radical  by 
Swedish  standards:  cut  the  total  tax  bur- 
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Conventional  business  wisdom  says: 
never  let  the  competition  know 
what  you're  doing.  But  at  Novell, 

we  believe  the  secret  of 
success  is  to  share  your  secrets. 
So  we  established  the 
Novell  Labs  program  to  openly  share 
our  networking  software  technology 
with  other  companies. 
The  result  is  that  customers  can 
buy  products  from  companies  like  IBM, 
Compaq,  and  Hewlett-Packard, 
and  know  they'll  work  optimally 

on  their  Novell  networks. 
While  you  might  consider  our 
approach  unconventional,  consider  this: 
Novell  NetWare®  lets  more 
kinds  of  computers  talk  to 
each  other  than  any  other 
networking  software  in  the  world. 
Which  is  information  we  wouldn't 
mind  sharing  with  anyone. 


INOVE  L  L 


The  Past,  Present,  and  Future  of 
Network  Computing. 


In  The  Past,  There  Was  Only  One  Way 
A  Company  Could  Reliably  Exchange  Information 

With  The  Competition. 


i 
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den  over  the  next  six  years  to  50%  of 
gross  domestic  product,  from  a  world- 
leading  57%;  privatize  much  of  state- 
owned  industry;  and  introduce  choice  and 
competition  into  such  state-run  services 
as  health  and  child  care. 

The  reason  for  the  rush  is  that  the 
Swedish  model,  which  championed  a 
"middle  way"  between  capitalism  and 
communism,  soured  in  the  1980s.  Growth 
was  anemic,  inflation  high,  and  the  work 
ethic  fading.  Despite  an  oil  boom,  Nor- 
way has  had  a  similarly  spotty  economic 
record.  Finland  also  has  now  tumbled  into 
the  most  punishing  recession  since  the 
1930s,  partly  induced  by  the  collapse  of 
its  once-sizable  trade  with  the  Soviet 
Union.  As  a  result,  Finland  also  needs  to 
reorient  its  economy. 

Not  waiting  for  their  governments,  cor- 
porate leaders  have  been  voting  with 
their  feet.  From  Finnish  electronics  con- 
glomerate Nokia  to  Sweden's  pulp-and- 
paper  giant  Stora,  big  companies  have 
been  pouring  billions  into  acquisitions, 
joint  ventures,  and  new  factories  on  the 
Continent  (chart). 

no-confidence  vote.  Scandinavian  Air- 
line Systems,  for  example,  is  scrambling 
to  prepare  for  the  new  era.  Half-owned 
by  the  governments  of  Sweden,  Norway, 
and  Denmark,  SAS  has  one  of  the  highest 
labor  costs  of  any  European  airline.  Now 
both  Sweden  and  Norway,  along  with  EC 
member  Denmark,  have  agreed  to  the 
deregulatory-minded  EC  airline  policy  af- 
ter Jan.  1,  1992.  That  has  prompted  SAS  to 
forge  alliances  with  EC  rivals. 

While  Swedish  companies  spent  only 
10%  of  their  total  new  investment  outside 
their  home  country  in  1980,  by  last  year  it 
was  75%  The  huge  outflow  was  clearly  a 
vote  of  no-confidence.  Says  Leif  Johans- 
son, the  40-year-old  president  of  Electro- 
lux:  "We  were  a  generation  of  business 
leaders  who  had  almost  given  up  on  Swe- 
den." Now,  he  says,  "I  am  much  more 
optimistic." 

The  Euro  love-in  has  yet  to  lead  to  actu- 
al EC  membership,  however.  Sweden 
hopes  to  be  accepted  by  1995,  but  its  two 
neighbors  are  more  ambivalent.  In  Nor- 
way, where  citizens  fear  the  breakup  of 
their  close-knit  society,  the  issue  is  a  polit- 
ical hot  potato.  The  three  economies  are 
so  intertwined,  however, 
that  the  smaller  two 
countries  would  have 
trouble  staying  out  if 
Sweden  joins. 

Even  while  the  mem- 
bership question  is  up  in 
the  air,  the  three  are 
moving  into  the  EC  camp 
through  the  European 
Free  Trade  Assn.,  which 
includes  Austria  and 
Switzerland.  In  return 
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for  access  to  the  EC,  the  efta  members 
would  have  to  adopt  all  the  1992  laws  and 
open  their  economies  to  EC  companies.  An 
accord  could  emerge  before  yearend,  but 
full  membership  may  still  stall  as  the  EC 
grapples  with  how  to  integrate  the  new' 
Baltic  states  and  Eastern  Europe. 

Whether  a  formal  agreement  is 
reached  or  not,  the  movement  toward 
a  more  open  relationship  with  the  EC 
will  zing  parts  of  the  Scandinavian  econo- 
my. The  foremost  victim  is  likely  to 
be  the  highly  protected  agricultural  sec- 
tor. In  Norway,  for  example,  virtually 
all  meat  imports  are  banned,  except 
when  local  farmers  can't  fill  demand. 


soon.  Just  before  the  Swedish  electioi  a 
surge  of  foreign  interest  in  restrict!. 
Swedish-only  shares  pushed  up  the  Stdc- 
holm  bourse.  Anticipating  a  change  inn 
share  laws,  foreigners  were  buying  p- 
tions  in  such  companies  as  Astra,  a  fit- 
growing  pharmaceutical  maker. 

Meanwhile,  indigenous  companies  ?e 
likely  to  go  on  self-protective  mervT 
binges,  especially  in  Norway,  with  is 
"small  is  beautiful"  business  climate,  (lie 
clear  sign  was  the  June  merger  betwaa 
Nora  Industrier  and  Orkla  Borregasi 
Almost  unknown  outside  Norway,  b 
two  dominate  its  protected  food,  be\r- 
age,  and  household  products  sectors. 


HIGH-COST  SAS 
IS  FORGING 
ALLIANCES  AND 
SLASHING  JOBS 


CORPORATE  DIRECT 
INVESTMENT  IN  THE  EC 
BY  SWEDEN,  NORWAY, 
AND  FINLAND 


Not  surprisingly,  meat  prices  are  high. 

Similarly,  the  region's  cartels  could  get 
a  thorough  shaking-up.  Only  three  chains 
control  907<  of  retail  food  sales  in  Swe- 
den. Prices  are  astronomical:  A  loaf  of 
bread  costs  almost  $3,  a  liter  of  milk 
$1.15.  Big  European  chains  with  immense 
buying  power  and  expertise,  such  as  Ger- 
many's Tengelmann,  are  likely  to  jump  in 
and  grab  a  substantial  chunk  of  the  mar- 
ket soon. 

Stock  traders  and  companies  on  the 
takeover  trail  are  also  expected  to  start 
taking  a  closer  look  as  the  three  Nor- 
dic countries  adopt  EC-style  securities 
rules.  Right  now,  Nor- 
way still  restricts  for- 
eigners from  owning 
more  than  33%  of  a  com- 
pany. In  Finland,  many 
companies  have  so- 
called  restricted  shares 
that  can  be  owned  only 
by  Finns.  Foreign  take- 
overs, which  require 
government  consent, 
have  been  rare. 
That  could  all  change 


In  a  belated  emulation  of  much  of  ie 
rest  of  the  world,  taxes  have  been  fallig 
across  the  region.  In  January,  Finns  sff 
a  2%-to-4%  tax  cut,  and  Norway's  Pan- 
ment  this  summer  lowered  the  highest  i- 
come  tax  rate  from  58%  to  49%,  slashBl 
corporate  rates  in  half.  In  Sweden,  Ik 
reductions  marked  nothing  less  thaiia 
repudiation  of  its  bedrock  egalitarf 
philosophy.  Earlier  this  year,  the  goveir 
ment  dropped  the  top  tax  bracket  fr<6 
70%  to  50%. 

Abandoning  such  cherished  policiess 
wrenching  for  many.  A  hazy  promise  oi 
more  prosperous,  European  future  mm 
find  favor  with  executives.  But  for  may- 
others,  it  conjures  up  visions  of  une| 
ployment  lines,  loss  of  benefits,  ai 
wealthy  Germans  buying  up  choice  vp' 
terfront  property  they  can't  touch  no-. 
Says  Tormod  Andreassen,  managing  - 
rector  of  stockbroker  Alfred  Berg  i 
Oslo:  "Is  it  possible  to  keep  this  egalita- 
an  system  when  you  are  removing  ) 
many  borders?  We  are  changing  so  m&f 
things,  and  we  don't  know  the  outconx' 
But  change  they  must. 

By  Mark  Maremont  in  Stockhoi 


INTERNATIONAL  BUSPSS 


Where  do  you  want  to  be  in  10  years?  Driving 
a  golf  ball?  Driving  your  own  business?  Maybe 
even  driving  the  Paris-Dakar  rally. 


Asset  Allocation  for  Robert  A.  Needham 


Current  Allocation 

Cash 


Proposed  Allocation 

Cash 


Growth 


Growth 


Income 


Cash  

Income. 
Growth. 


11. 7  % 

55.6  % 

32.7  % 


Cash  

Income.. 
Growth.. 


7.0  % 
29.4  % 
63.6  % 


The  science  of  getting  there  from  here. 


Wherever  it  is,  it's  going  to  take  a  sound  and 
farsighted  investment  strategy  to  get  you  there. 
Which  we  can  help  you  create  with  our  new 
Strategic  Asset  Allocator. 

You  simply  sit  down  with  a  Shearson  Lehman 
Brothers  Financial  Con- 
sultant to  fill  in  the  per- 
sonal details.  What  are 
your  resources?  Your 
investment  goals?  Your 
appetite  for  risk?  The  computer-based  Strategic 
Asset  Allocator  will  identify-from  more  than  half 
a  million  possibilities -the  investment  strategy  we 
-^think  is  best  for  you.  Then,  your  Financial 
■pfe*,. :*t*w&  Consultant  can  make  spe- 
^hEBMB^  cific  investment  recommend- 
Js$M  ati<  >ns-st<  >cks,  b<  >nds,  ( ]\  )s  and 
■  **^^^^^^lt|f  so  on.  But  it  doesn't  end  there. 
Your  Financial  Consultant  will  work  with  you 
year  after  year,  helping  you  to  follow  your  in- 
vestment strategy  all  the  way  to  your  dream. 

Wherever  you  want  to  be  in  the  future,  call 
us.  We  can  help  you  get  there  from  here. 


You  can  get  there 
from  here: 


SHEARSON 
LEHMAN 


BROT 


ERS 


sill 


-IW1  slK-jivm  U'hman  ISrothcrN  [re  MotiIxt  SIPC 


CscZl^  Mtct^  w^k^cr. 


FOR  RESERVATIONS,  CALL  1-800-424-2900. 


Guest  Quarters 

SUITE  HOTELS 


FIRST-CLASS  SERVICE.  WITH  THE  ROOM  TO  ENJOY  IT. 


nternational  Outloo 
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EDITED  BY  JOHN  PEAR!)N 


THE  U.S.  AND  IRAQ:  'WE'VE  GOT 
A  GAME  OF  CHICKEN  GOING' 


Saddam  Hussein  just  won't  lie  low.  In  recent  weeks,  the 
Bush  Administration  tried  to  ignore  him,  preferring  to 
focus  on  the  troubled  Soviet  Union.  But  Saddam  has 
been  flexing  his  muscles,  sending  Iraqi  troops  across  Kuwait's 
borders.  At  the  same  time,  he  has  been  stiffing  U.  N.  teams 
sent  to  inspect  Iraq's  chemical  and  nuclear  weapons  facilities 
under  terms  of  the  Gulf  cease-fire.  On  Sept.  18,  an  exasperat- 
ed George  Bush  ordered  U.  S.  Air  Force 
units  to  Saudi  Arabia  to  back  up  the  inspec- 
tors. If  Saddam  doesn't  open  up  his  sites, 
the  U.  S.  threatens  to  blow  them  up.  Says 
Clyde  R.  Mark,  a  Middle  East  specialist  at 
the  Congressional  Research  Service:  "We've 
got  a  game  of  chicken  going." 

This  confrontation  shows  what  a  difficult 
job  managing  Iraq  over  the  coming  months 
is  likely  to  be.  Growing  world  sympathy  for 
the  Iraqi  people,  who  are  suffering  from  a 
shortage  of  food  and  medicine,  is  stepping 
up  the  pressure  for  an  easing  of  U.  N.  sanc- 
tions that  prevent  Iraq  from  exporting  its 
abundant  oil.  But  the  U.  S.  and  its  allies 
don't  want  Saddam  to  get  his  hands  on 
funds  that  would  help  ensure  his  survival 
and  finance  regional  troublemaking. 
'back  in  business.'  Despite  the  latest  stand- 
off, Baghdad  seems  likely  to  reenter  the 
world  oil  markets  soon.  The  U.  N.  Security 
Council  planned  to  vote  Sept.  19  on  a  resolu- 
tion to  allow  Iraq  to  sell  $1.6  billion  worth  of 
oil,  partly  to  pay  for  humanitarian  imports.  Iraq  is  already 
known  to  have  contacted  Shell  Oil  Co.  and  other  potential 
customers.  The  head  of  crude  supplies  at  a  big  European  oil 
company  reports  he  recently  got  a  telephone  call  from  an 
official  of  Baghdad's  State  Oil  Marketing  Organization  (SOMO). 
The  Iraqi,  who  was  calling  from  Baghdad's  sympathetic  neigh- 
bor, Jordan,  was  offering  to  sell  crude  in  the  future.  "They  are 
back  in  business,"  says  the  European  oilman. 
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HELLO  AGAIN:  WILL  THE  U.S.  ATTACK? 


But  the  U.  N.  is  trying  to  keep  Saddam  from  usingaai 
money  to  throw  his  weight  around.  Oil  companies  will  need 'it 
0.  K.  from  their  governments  to  purchase  Iraqi  crude,  anqili 
cash  from  the  sales  will  go  into  a  U.  N.-controlled  escu 
account.  The  Security  Council  resolution  sets  aside  30%!M 
these  funds  to  make  good  on  war  claims  and  allocates  mo;j 
to  pay  for  U.  N.  inspection  teams  and  the  costs  of  destroy 
Iraq's  nuclear  and  chemical-weapons  fali 
ties.  The  estimated  $1  billion  that's  left  il 
be  paid  directly  to  suppliers  of  food  ao 
medicines  to  Iraq — not  to  Baghdad. 
no  choice?  So  far,  Saddam  has  rejeoc 
these  terms,  hoping  that  by  keeping  ,ie 
squeeze  on  his  own  people,  he  can  gain  mre 
concessions  from  the  U.  N.  Already,  the  Id 
curity  Council  has  given  SOMO  rather  tha  z 
U.  N.  agency  control  over  Iraqi  oil  marlst- 
ing.  While  the  flare-up  with  the  U.  S.  ny 
complicate  matters,  most  observers  thjk 
Saddam  will  have  to  start  exporting  sni 
under  the  U.  N.'s  terms.  "If  you  are  an  Iiq- 
and  need  money,  what  can  you  do?"  s^ 
Mehdi  Varzi,  energy  research  director  at 
Kleinwort  Benson  Securities  Ltd.  in  Loncn. 

However,  the  U.  S.  and  its  allies  suchit 
the  Saudis  also  need  to  devise  a  strategy  )r 
managing  Iraq  with  Saddam  still  in  povir. 
There  is  little  sign  that  President  Bus's 
efforts  to  get  rid  of  Saddam  are  paying  >"f. 
Instead,  the  Sept.  14  removal  of  Prime  ki- 
ister  Saadoun  Hammadi  seems  to  show  that  Saddam  fds 
more  secure.  The  U.  S.-educated  Hammadi  favored  econo  ic 
reform  and  a  more  open  regime.  But  now,  says  British  Lq 
expert  Simon  Henderson,  "Saddam  is  settling  back  into  po^r 
after  a  chaotic  few  months."  The  question  is  how  to  feed  le 
Iraqis  without  Saddam  becoming  a  threat  again. 

By  John  Rossant  in  Rome  and  Stanley  Reed  in  New  York,  vol 
Ruth  Pearson  at  the  U.  N.  and  Stephanie  Cooke  in  London 


GLOBAL  WRAPUP I 


BRITAIN 


With  the  early  signs  that  reces- 
sion may  be  waning,  Prime  Min- 
ister John  Major's  Conservative  Party 
has  moved  ahead  in  the  polls  for  the 
first  time  since  last  spring.  Adding  to 
the  Tories'  stock  has  been  Major's  lead 
role  in  foreign  affairs  since  the  Soviet 
coup.  If  the  poll  results  remain  rosy, 
Major  may  call  an  election  as  early  as 
November. 

The  sudden  bout  of  optimism  re- 
flects a  drop  in  inflation  to  a  4.7%  an- 
nual rate  in  August,  the  lowest  in 
three  years,  and  an  uptick  in  manufac- 
turing. Big  takeover  bids  by  Hanson 
PLC  and  Williams  Holdings  PLC  may  be 


further  signs  that  the  economy  is  turn- 
ing. But  Labor  still  has  a  powerful  club 
against  the  Tories.  The  left  will  focus 
on  rising  unemployment,  now  8.5%, 
and  on  forecasts  that  any  recovery  will 
be  modest,  at  best. 

POLAND  

Poland's  drive  for  mass  privatiza- 
tion and  further  economic  reforms 
will  likely  remain  stymied  until  its  first 
free  parliamentary  elections  are  held 
on  Oct.  27.  Facing  a  looming  collapse 
of  state  industry,  Prime  Minister  Jan 
Krzystof  Bielecki  requested  special 
powers  to  bypass  the  legislature  for 
several  months  and  pass  laws,  includ- 
ing a  new  industrial  policy,  by  decree. 


But  on  Sept.  14,  Parliament  narrow 
failed  to  grant  the  two-thirds  majorir 
needed  to  approve  the  request.  Tit 
special  powers  would  also  have  el 
panded  the  mandate  of  President  Lei] 
Walesa. 

Bielecki  charges  the  Sejm,  the  low! 
house  of  Parliament  that  is  still  don- 
nated  by  ex-Communists,  with  blockir 
urgently  needed  reforms.  The  Sej 
has  failed  to  vote  on  37  laws  that  Bi 
lecki's  government  has  submitted  sin 
January,  including  a  plan  for  larg 
scale  privatization.  While  the  legisl 
tors  have  been  reluctant  to  pass  majr 
laws  on  the  eve  of  the  election,  th< 
are  now  wary  of  being  blamed  for  fa 
ing  to  act  in  a  crisis. 
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INTERNATIONAL  OUTS' 


THERE  WHEN 
IT  COUNTS. 


138  years  of  claims  paid. 

138  years  of  dividends  paid. 

138  years  of  meeting  our  obligations 
to  our  insureds,  our  employees,  our 
distributors  and  shareholders.  ' 
It's  a  record  of  rare  strength  in  these 
)  days  of  "here-today-gone-tomorrow" 
companies.  And  it's  a  record  we  are 
well  positioned  to  continue  with  a  $9.3 
billion  investment  portfolio,  one  of 
the  highest  quality  portfolios  in  the 
industry. 

Eighty-four  percent  of  the  assets  in 
our  portfolio  are  fixed  maturity  invest- 
ments with  an  average  quality  of  AA+. 
Common  stocks  represent  8  percent. 
Only  2  percent  of  our  investments 
are  in  mortgage  loans.  And  less  than 
1  percent  of  our  portfolio  is  below 
investment  grade  (junk  bonds). 

Continental -confident,  stable 
and  there  when  it  counts.SM 


i 


^Continental 
Insurance. 


The  treaty  with  Mexico  that  will  complete  the  world's  largest  free  trade 
zone  is  near.  Many  businesses  are  shifting  focus  to  address  the  expanded 
opportunities  and  intensified  competitive  pressure  that  free  access  to  364 
million  consumers  in  three  countries  will  create.  EDS  is  already  helping 
major  companies  gain  a  competitive  advantage  in  this  new  market  with 
innovative  applications  of  information  technology.  In  telecommunications, 
data  exchange,  networking,  even  monetary  transactions,  we  make  crossing 
boundaries  of  businesses  and  borders  of  nations  easy  and  routine. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

Wherever  you  do  business,  we  can  help  manage  your  information  systems  a 
little  or  a  lot.  We  work  closely  with  your  people,  to  add  capabilities,  and  to 
provide  flexibility,  so  you  can  focus  on  your  core  business. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

The  expansion  of  the  Free  Trade  Zone  will  multiply  your  need  for  informa- 
tion. EDS  can  help  evaluate  your  information  technology  to  insure  you  get 
a  steady  stream  of  answers,  not  just  a  flood  of  data. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

We  are  known  for  making  hardware,  software,  communications,  process  and 
people  work  together  seamlessly — across  both  cultures  and  continents. 
You  won't  find  an  information  technology  services  company  with  a  longer 
or  better  record. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  history  of  developing  systems  and  software  for  a  business's  individual 
needs.  No  matter  where  you  do  business  or  what  business  you're  in, 
EDS  can  provide  you  with  expertise  and  experience  to  take  advantage  of 
opportunities  created  by  free  trade. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 
Even  though  you  can't  control  change,  you  can  take  advantage  of  it  with 
EDS.  To  learn  more,  write  EDS,  7171  Forest  Lane,  BW11,  Dallas,  TX  75230. 
Or  call  (214)  490-2000,  ext.  211. 


TAKE     ADVANTAGE    OF  CHANGE 


entertainment 


HOLLYWOOD  I 


NIGHTMARES,  TURTLES 
AND  PROFITS 


Cowabunga!  New  Line  Cinema's  frugal  formula  is  really  killing  'em 


Times  are  tough  in  Hollywood,  with 
profits  tumbling,  ticket  sales  drop- 
ping, and  movie  financing  drying 
up.  Yet  there  is  a  small  studio.  New  Line 
Cinema  Corp.,  that's  going  like  gangbus- 
ters.  A  onetime  distributor  of  such  cult 
movies  as  The  Texas  Chainsaic  Massa- 
cre and  Reefer  Madness.  New  Line  has 
grown  into  Hollywood's 
strongest  independent 
studio  through  its  horror 
series.  .4  Sight  mare  on 
Elm  Street,  and  last 
year's  phenomenally  suc- 
cessful Teenage  Mutant 
Ninja  Turtles.  Indeed, 
with  $135  million  in  ticket 
sales.  Turtles,  based  on  a 
comic  book  about  crusad- 


troubled  independent  film  companies.  In 
November,  it  paid  $8.7  million  in  a  com- 
plex deal  to  acquire  5295  of  Robert  Hal- 
mi's  TV  production  company,  RHI  Enter- 
tainment Inc.  Halmi  had  sold  out  to 
Australian  financier  Christopher  C. 
Skase.  who,  in  turn,  went  bust.  New 
Line  helped  Halmi  buy  his  company  out 


ing  radioactive  reptiles, 
was  the  highest-grossing 
film  ever  distributed  by 
an  independent  studio. 

So  profitable  was  the 
film  that  even  though 
New  Line's  share  of  tick- 
et sales  came  to  only 
15%,  it  was  enough  to 
fuel  an  expansion  drive 


SHA YE,  LYNNE,  AND  FRIENDS:  NO  DEBT,  AND  DEALS  WITH  HARDLY  ANY  RISK 


that  has  transformed  the  company  from 
its  B-movie  roots  into  a  studio  with  im- 
pressive products  to  sell  in  the  film, 
home  video,  and  TV  markets.  "We're  no 
one-pony  circus  anymore."  stresses  New 
Line  President  Michael  Lynne,  50,  who 
was  the  studio's  longtime  lawyer  before 
becoming  its  chairman  last  September. 

Since  late  last  year.  New  Line  has 
been  busily  picking  over  the  bones  of 


of  bankruptcy,  and  as  part  of  the  deal,  it 
received  the  rights  to  such  highly  rated 
TV  films  as  Lonesome  Dove  and  The  Jo- 
sephine Baker  Story.  For  a  compara- 
tively modest  sum,  New  Line  not  only 
got  Halmi's  hits  but  also  picked  up  a 
new  syndication  arm  to  sell  its  own  mov- 
ies to  TV  stations. 

Later,  in  May.  1991,  in  another  convo- 
luted deal  brokered  bv  French  bank 


Credit  Lyonnais  involving  debt-ridcjj 
Nelson  Entertainment  Group.  New  LJ 
paid  S15  million  for  home  video  and  fj 
eign  rights  for  600  movies,  includj 
three  recent  hits:  Misery.  City  Slicke\ 
and  When  Harry  Met  Sally.  Producj 
by  Rob  Reiner,  the  movies  are  part  of) 
arrangement  that  also  gives  New  Lj 
17.5%  of  the  revenues  generated  by  H 
ner's  next  11  films.  As  an  added  swa 
ener  to  make  the  deal,  Credit  Lyonnj 
continues  to  pay  the  majority  of  the  pj 
duction  costs  for  Reiner's  films,  leavi 
New  Line  with  little  risk. 
junk  wary.  "When  I  first  took  a  look! 
the  deals.  I  worried  that  they  were  ml 
ing  too  rapidly,  making  the  same  rtj 
takes  other  independents  had  mad 
says  Douglas  L.  Lowell,  entertainmJ 
analyst  for  San  Francisco-based  L.| 
Alton  &  Co.  "But  they 
managed  to  make  all 
the  deals  without  add! 
hardly  any  risk." 

Avoiding  risk  has  bd 
a  guiding  principle  j 
New  Line  Chairman  H 
Shave,  the  51-year-q 
lawyer  who  launched  d 
company  24  years  ago 
distributing  cult  fill 
such  as  Pink  Flamina 
to  college  campuses  frd 
his  fifth-floor  walkup 
New  York  City's  Ei 
Village.  Since  the 
Shave,  who  owns  nea] 
30^  of  the  company,  n 
avoided  the  fancy  final 
ing  that  has  hurt  ma 
studios  in  Hollywoq 
"We  had  Drexel  and  tJ 
others  talking  to 
about  junk  bonds,"  sa 
Shave.  "But  I  didn't  wd 
to  owe  anybody  that  kij 
of  money." 
■  Even  today,  the  com]j 
|]  ny  operates  on  a  shJ 
string,  producing  fill 
for  S5  million  to  S10  rJ 
lion,  compared  with  tJ 
average  S27  million  rJ 
jor-studio  budget.  Frugl 
ity  was  the  watchwd 
even  during  the  comjj 
ny's  recent  buying  sp: 


So  conservative  are  Shave  and  Lynl 
that  when  RCA/Columbia  Pictures  ga| 
New  Line  a  $40  million  advance  to  h<§ 
launch  its  new  video  unit,  the  stucl 
used  most  of  the  money  to  pay  off  tl 
company's  debt.  As  a  result,  the  stutl 
is  one  of  the  few  film  companies  in  H?- 
lywood  today  with  no  debt.  How  thrill 
is  New  Line?  The  Sept  13  release  of  m 
sixth  of  the  Xightmare  series,  Freddjf 
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Just  OK.   Okidata  OK! 


HP!,LaserJete  IIP 


$1295 

Printhead  warranty:  1  year 
Conventional  laser  printhead 
14  fonts,  2  typefaces 
50-sheet  paper  tray 
Curved  paper  path 
Height:  8  !4" 


Okidata  OL400 


Printhead  warranty:  5  years 
Okidata-built  LED  printhead 
(no  moving  parts) 
17  fonts,  4  typefaces 
Fully  compatible  with  HP 
Series  II  software  emulation 

200-sheet  paper  tray 
Straight-line  paper  path  - 
feeds  envelopes,  labels, 
heavy  stock  without  jamming 
Low  profile:  5  Y" 


At  $999  list,  there's  no  lower  priced 
page  printer  on  the  market  than  the 
Okidata  OL400.*Yet  it  offers  many  fea- 
tures you  won't  find  on  the  $1295 
LaserJet  IIP. 

Our  solid-state  LED  printhead,  for 
example,  has  no  moving  parts.  It's  so  re- 
liable, it  comes  with  a  5-year  w  arranty  - 
longest  in  the  industry  (plus  1  year  parts 
and  labor  on  the  printer  itself). 

Okidata's  simpler  printhead  costs 
less  to  manufacture,  and  results  in  a 


simpler  design  overall- a  major  reason 
for  the  OL400  s  low  cost.  Vet  when  PC 
Magazine  compared  both  printers,  they 
wrote,  "...we  judged  (the  Okidata)  to 
have  the  best  graphics  and  text  quality." 
The  OL400  also  comes  w  ith  more  type- 
faces and  fonts,  and  a  high- capacity 
paper  tray- all  standard. 

And  the  OL400  has  one  more 
unique  feature-the  Okidata  OK!  It's 
our  promise  that  every  printer  we  sell 
will  deliver  not  merely  acceptable  per- 


formance and  good  value,  but  outstand- 
ing performance  and  exceptional  value. 

So  before  you  settle  for  a  page 
printer  that's  merelv  OK,  visit  your  au- 
thorized Okidata 
dealer  and  ask  about 
the  printer  that's 
Okidata  OK!-the 
Okidata  OL400. 

For  further  infor- 
mation, please  call 
1(800)  OKI-DATA. 


OKIDATA  OK! 

We  dont  just  design  it  to  work.  We  design  it  to  work  wonders; 

*Miftitfjciurcr's  M^caed  reuil  pm.e  Dealer  pnoo,  mj\  virv  HP  jjhJ  Lucijcc  ire  Reg.  T  \|  nf  the  Hewlcn  Pjckjrd  Corporation  PC  Magazine,  hlUflfi  issue  Gkidiu  a  i  Reg.  TjM.  and  Okidau  OK'  iv  i  I  M  of  OKI 
   Elctinc  industr.  Co.,  LTD  "We  don't  just  design  it  to  wrk.  We  design  it  to  work  wonders"  is  iT  M  of  OKI  Wncalnc 


Sub 


am  wou 


special  new  feature 


H  M^^TBT^J  §    THIS  IS  TOUGH  TO  ADMIT. 

H^fl      [Tj^^M  B  Hut  a  car  is  a  car.  And  its  sole  reason  for  existence  is  to  get  you  safel 

/         from  point  A  to  point  B.  And  Lack  again 
^^■^r         .  >\  It  won't  make  you  prettier.  Or  younger.  And  if  it  improves  your  stand] 

^^^f  /  \i  witk  trie  neigkkors,  tken  you  live  among  snoks  witk  dis  torted  value; 

Now,  let's  discuss  tke  "Driving  Experience":  To  feel  tke  exkilaratior 
To  experience  a  sense  of  power.  To  ke  master  of  tke  open  road  an! 
everytking  kefore  you. 

Please.  Tkat  may  kave  keen  true  in  1918.  But  it's  not  true  anymor<j 
Not  witk  extended  urkan  gridlock.  And  tke  escalating  costs  of  operating 
an  automokile  in  tke  90's. 
Still,  cars  are  necessary  and  tke  question  is,  wkat  type  of  car  skould  one  kuv? 

Tk  e  answer:  Tke  kest  mackine  for  you.  Yes,  mackine.  Let's  get  rid  of  all  tke  marketing  glamour  akout  tk 
automokile  and  see  tke  car  for  wkat  it  really  is.  A  mackine,  and  in  ckoosing  a  mackine  tkere  are  many  tking 
to  keep  in  mind: 

How  long  will  it  last?  How  well  will  it  do  tke  jok?  Does  it  fit  my  kudget?  Cou  Id  I  get  a  comparable  or 
for  less?  Will  I  keep  k  aving  to  repair  itl'  And  do  I  like  tke  way  tkis  mackine  feels  and  looks? 

After  comparing  cars  and  sukjecting  tkem  to  your  ckecklist,  we  tkink  you'll  find  a  krand  tkat  always  mak< 
tke  finals- Sukaru!.' 

Sukaru  cars  are,  in  skort,  intelligently  designed  mackines.  In  fact,  we've  often  keen  accused  of  "ove 
engineering."  Tkat's  kad?  To  engineer  sometking  so  it  lasts  longer  and  works  ketter?  We  don't  tkink  so. 

For  one,  we  kelieve  cars  skould  kave  a  longer  life  expectancy.  Tkat's  wky  we  try  to  do  everytking  we  ca 
to  kelp  make  sure  tke  Sukaru  you  kuv  now  will  ke  around  for  years  to  come.  Case  in  point:  93%  of  all  Sukan 
cars  registered  in  tke  last  10  years  are  still  on  tke  road  and  running  today.' 

Secondly,  we  tkink  a  car  skould  also  ke  engineered  to  kandle  wkatever  occurs- kad  weatker,  lousy  driver 
crummy  roads,  etc.  Wkick  is  wky  we  offer  All-Wkeel  Drive  and  wky  many  of  our  vekicles  come  witk  tr 
4-C  kannel  Anti-Lock  Braking  System  wkick  monitors  eack  wkeel  to  kelp  prevent  tke  car's  krakes  froJ 
locking-up  during  emergency  stops. 

Now  wkick  Sukaru  skould  you  consider?  Basically  it  depends  on  wkat  you  need.  And  now  muck  you  wail 
to  spend.  To  give  you  an  idea  of  tke  kreadtk  of  our  line,  we'll  kriefly  mention  tke  cars  tkat  cover  the  gamu 
Tke  Suk  aru  Justy,  tke  Sukaru  Loyale,  tke  Sukaru  Legacy  and  tke  new  Sukaru  SYX. 

Tke  J  usty   is  for  tke  person  wko  just  wants  simple,  dependakle  transportation.  Tke  J  ustv  o  ffers  excellei 


gas  mileage.  "On  Demand      All-Wkeel  Drive.  Rugged  engineering.  An  El  ectronicallv  Controlled  Variak 


'  Based  on  K  L.  Polk  &  Co  registration  statistics.  -/««.-.  1080.     RoaJ  &  Track's  Guide  to  the  New  SVX,  May  1991. 
*c*u££esti'd  retail  price.  Does  not  include  dealer  preparation,  inland  transportation,  taxes,  license  and  state  or  title  fees.  Dealer's  actual  price  may  vary. 
4  September,  1991.  For  additional  information,  1-800-284-8584.  ©  S  ubaru  of  America,  1991. 


Subaru  fusty 


e  to  introduce  a 
or  '92.  Tke  trutk 


ransmission  which  provides  the  power  of  a  5-speecl  with  the  convenience  of 
i  automatic.  And  the  Justy  does  everything  in  such  a  superior  low-hudget 
ay  that  for  two  years  in  a  row  it  was  named  hlotorWeek's  "Best 
argain  Car  of  the  Year. 

The  Loyale"  is  what's  referred  to  as  a  subcompact.  Which  is 
risleading  because  every  Loyale  is  designed  to  carry  five  com- 
>rtably  and  the  Loyale  wagon  has  more  cargo  space  than  the 
orolla  wagon  (just  one  more  reason  why  Subaru  has  become  the  #  1  selling 
nport  wagon  in  America1).  The  Loyale  also  has  the  same  basic  engine 
ssign  as  a  Ferrari  Testarossa.  Vented  disc  brakes.  And  rack  and 
inion  steering. 

The  Legacy  "  is  our  luxury  car.  Starting  at  $12,999* 
iren't  luxury  cars  supposed  to  cost  a  lot  more?)  it  offers 
ie  amenities  you'd  only  expect  from  a  much  higher-priced 
itomobile:  over  90  cubic  feet  of  passenger  space.  Air  condi 
oning.  130  horsepower  engine.  Multi-point  fuel  injection.  And  the 
egacy,  too,  has  not  gone  unnoticed.  Car  ana  Driver  stated:  "The 
egacy  looks  and  feels  like  a  quality  piece.  It  makes  us  think 
ubaru's  leap  into  the  mainstream  is  going  to  create 
)me  surprisingly  large  ripples."2 

Lastly,  the  new  SYX.  With  a  230  horsepower 
igine  capable  of  producing  over  220  pounds  of  torque,  the 
vx  can  do  what  you'd  expect  from  a  muscle  car.  Like  travel  rrom  Oto 
0  in  7.3  seconds'  But  it  also  has  the  features  you'd  only  expect 
om  an  absurdly  priced  luxury  sedan:  Climate  control. 
)river's-side  air  bag.  Room  for  four  hefty  adults, 
aid  priced  around  $25,000t  the  All-Wheel  Drive 
VX  is  built  in  the  Subaru  trad  it  ion  or  durable, 
;liable  transportation. 

As  Car  and  Driver  put  it:  "The  SVX  dives  out  of  the  fog  of  car  wars  like  a  Zero... It  will  not  only  change 
bat  the  word  'Subaru'  means,  it  will  raise  the  all-around  performance  ante  for  subsequent  cars."4 

Well,  that  covers  about  everything.  And  we'd  just  like  to  say  and  scream  and  shout  again  —  That  a  car  is 
othi  ng  more  than  a  machine.  And  mav  the  best  machine  win. 


Subaru  Loyale 


Subaru.  What  to  drive. 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  NY  1 1797-2087. 

OLYMPUS 

Pearlcorder 


MICROCASSGTT6"  RECORDERS 


®  and  TM  signify  trademarks 
of  Olympus  Corporation. 


Lotte,  The  VTP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


m 

HOTELLOTTE  S%^%^0> 


Member  in  Seoul  Korea 


Earl  S  Moore,  Jr  -President  ol  Asia  Pacific  Marketing 


We're  pleased  that  a  good  and  growing  number  of  our  guests 
tome  back  to  stay  with  us 

Why'  As  Mr  Moore  of  Asia  Pacific  Marketing,  explains, 
it  s  the  "impeccable  service"  they  appreciate  most. 
"Discrerc  and  unobtrusive."  in  Mr  Moore's  words 

While  rhe  reasons  vary  from  one  rerurn  guest  to  the  next, 
they  all  share  an  uncompromising  rasrc  for  excellence 

And  at  Lotte  thev  find  excellence  in  service  and  facilities 

Shouldn't  the  Lotte  be  vour  hotel  in  Seoul"' 


For  Reservations:  New  York  (201)  944-1117,  Toll  Free  800-22  LOTTE,  LA  (213)  540-7010,  Toll  Free  800-24  LOTTE,  Lonaon  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul,  Tel,  (02)  771-1000.  Telex  LOTTEHO  K23533/4,  Fax  (02)  752-3758.  Cable  HOTELOTTE 


M.HJ.fell.l,l,M,.« 


Dead:  The  Final  Nightmare,  cost  or| 
$9.5  million  to  make  and  $9  million  I 
promote.  Early  box-office  sales  fj 
Freddy's  Dead  hit  $13  million — allowil 
New  Line  to  recoup  more  than  half  I 
investment  in  just  three  days.  So  far,  tl 
Elm  Street  series  has  generated  $51 
million  in  worldwide  sales. 
rent-a-distributor.  New  Line  mail 
the  most  of  its  limited  resources  I 
renting  out  its  32-person  distributij 
team  to  market  and  promote  othl 
studios'  films.  It  takes  in  as  mul 
as  15%  of  ticket  sales  while  puttil 
up  little  money  itself.  So  far,  N| 
Line's  rent-a-distributor  has  been  usl 
to  market  and  promote  such  films  I 
Metropolitan  and  Chicago  Joe  a\ 
the  Showgirl. 

Is  there  a  downside  for  New  Line  Cl 
ema?  If  there  is,  it's  that  the  eompal 
still  relies  so  heavily  on  a  slate  of  filJ 
that  aim  for  niches  and  usually  produl 


New  Line  produces  films  foj 
$5  million  to  $10  million,  I 
compared  with  the  average. 
$27  million  big-studio  budgej 


modest  profits.  In  the  industry,  Nfl 
Line  is  better  known  for  such  low-vdl 
age  fare  as  Babar:  The  Movie,  976-Eim 
and  Repossess  than  it  is  for  the  maS 
market  Ninja  Turtles.  Next  monS 
New  Line  will  offer  Suburban  Com 
mando,  which  stars  wrestler  Hulk  rfi 
gan  as  a  gun-toting  alien  lost  on  Earn 
and  Stepkids,  a  comedy  about  a  R 
vorced  couple  who  remarries. 

Shave  and  Lynn  remain  committed? 
small-budget  projects.  They  did  make  it 
exception  when  they  shelled  out  a  he» 
$20  million  for  Mutant  Ninja  Turtlesi 
but  they  walked  away  from  A  Few  Go% 
Men,  budgeted  at  $50  million,  which  Rl 
ner  is  making  with  Tom  Cruise  and  Jap 
Nicholson. 

So  far  at  least,  New  Line's  strategy! 
working.  In  its  two-decade  history,  tl 
studio  has  never  failed  to  turn  a  profy 
Last  year,  it  earned  $6.3  million  on  sail 
of  $133  million — earnings  that  Mai 
Manson,  entertainment  analyst  for  Del 
aldson,  Lufkin  &  Jenrette  Securitj 
Corp.,  recently  projected  will  increase! 
$13  million  this  year  and  to  $16  million! 
1992.  In  the  free-spending  '80s,  Dino  t 
Laurentiis  went  bust  trying  to  maketi 
big  splash.  In  the  tightfisted  '90s,  N«l 
Line  Cinema  could  set  an  example  if) 
some  of  Hollywood's  more  proflig« 
studios. 

By  Ronald  Graver  in  Los  Angef 
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\fter  50  years  of  creating  total 
:ommunication  solutions  for  big 
Dusiness,  Fujitsu  is  introducing  a 
najor  innovation  for  small  busi- 
less:  A  fax  designed  to  save  you 
:ime,  space  and  money— at  home. 
The  Fujitsu  dex®  80. 

Without  all  the  backup  of  a 
:onventional  office,  your  home 
ousiness  fax  actually  has  to  work 
barder.  The  dex  80  meets  business 
demands  at  a  price  that's  as  easy  to 
live  with  as  its  compact  design. 
An  answer  for  one-liners. 

The  dex  80  has  a  built-in  answering 
machine  interface  so  when  you're 
away  you  can  receive  both  faxes  and 
phone  messages  on  your  one  phone 


line.  The  full-function  integrated 
phone  handset  is  also  a  space-saver. 
It  makes  the  dex  80  the  only  phone 
you  need  in  your  home  office. 

Prime  cuts. 
The  dex  80  automatically  cuts  incom- 
ing documents  to  the  length  of  the 


FUJITSU 


originals.  And  with  a  transmission 
speed  of  15  seconds  a  page,  it  can 
even  help  cut  your  phone  bills  (and 
keep  your  phone  line  free). 

Right  to  privacy. 

No  more  junk  fax.  The  dex  80  lets 
you  program  up  to  50  numbers  for 
"selective  rejection." 

We  make  house  calls. 

So  your  home  stays  in  business,  the 
dex  80  is  backed  by  a  nationwide 
dedicated  fax  service  network. 
For  more  information  on  how  the 
dex  80  is  making  business  feel  right 
at  home  contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple 
Ridge  Road,  Danbury,  CT  06810 
or  call  1-800-243-7046. 


The  global  computer  &  communications  company. 


Millions  01 

Homebodies. 


To  have  a  home,  a  place  where  no  one  is 
more  comfortable  than  you. 

That  search-the  striving  for  decent  and 
affordable  housing-  runs  so  deep  through  our 
society  that  finding  new  ways  to  supply  it  has 
always  been  a  national  priority. 

As  a  congressionally  chartered, 
shareholder-owned  corporation,  Fannie  Mae 
has  helped  ensure  home  financing  for  more 
than  thirteen  million  families  in  all  50  states. 

Linking  the  worlds  capital  markets  to 
hometown  lenders  all  across  America, 
Fannie  Mae  made  over  $115  billion  available  for 
residential  mortgages-homes-in  1990  alone. 
And  in  every  state,  regardless  of  how  its  region 
is  faring,  the  presence  of  a  Fannie  Mae  means 
that  there  is  a  constant  flow  of  mortgage  money 
at  the  lowest  possible  cost. 

Without  a  Fannie  Mae  in  the  market  every 
day,  some  of  those  thirteen  million  families 
would  have  paid  higher  rates  or  found  it  more 
difficult  to  get  a  mortgage.  Some  might  have 
been  denied  homeownership  altogether  or  seen 
the  cost  of  rental  housing  move  out  of  reach. 

Millions  more  families  will  be  searching 
for  a  place  to  call  home.  Fannie  Mae  wants 
to  make  sure  that  each  of  these  families  has  a 
chance  to  go  from  being  a  prospective  renter 
or  home  buyer  to  a  homebody. 

FannieMae 

The  USAs  Housing  Partner 


] 


airs 


BANKRUPTCY  I 


KISS  THOSE  THREE-STAR 
LUNCHES  GOODBYE 


Bankruptcy  pros  are  feeling  a  backlash  from  judges 


For  2l/2  years,  lawyers  and  invest- 
ment bankers  for  Allegheny  Inter- 
national Inc.  steered  the  Pittsburgh 
housewares  company  through  an  espe- 
cially tangled  and  litigious  Chapter  11 
case.  Renamed  Sunbeam-Oster,  the  com- 
pany emerged  from  bankruptcy  last 
year  and  was  soon  making  money.  By 
then,  the  judge  had  only  to  settle  some 
final  details,  such  as  how  much  to  pay 
the  professionals.  Confident  of  their  con- 
tribution, the  lawyers  asked  for  a  S2.7 
million  bonus  on  top  of  their  ST  million 
in  fees. 

But  instead  of  granting  a  bo- 
nus, U.  S.  Bankruptcy  Court  ^ 
Judge  Joseph  L.  Cosetti  or- 
dered the  lawyers  from  the 
Pittsburgh  firm  of  Buchan- 
an Ingersoll.  to  forfeit  $1.1  I 
million  in  fees  he  found  to  | 
be  excessive  and  to  pay  a 
S10.000  penalty.   He  "also 
slammed  investment  adviser 
Japonica  Partners,  the  New- 
York  firm  that  now  controls  Sun-  " 
beam.  Cosetti  fined  Japonica  only 
$5,000,  but  he  ordered  it  to  return 
S5.2  million  in  pay  he  hadn't  ap- 
proved.  Buchanan  Ingersoll  recently  ^ 
settled  the  dispute,  but  Japonica  is 
appealing. 

It  may  be  cold  comfort,  but  Japonica 
and  Buchanan  Ingersoll  have  lots  of 
company.  With  professional  fees  in  such 
huge  bankruptcies  as  Drexel  Burnham 
Lambert  and  Federated  Department 
Stores  reaching  $100  million  each,  some 
of  the  nation's  top  bankruptcy  advisers 
are  finding  it  tougher  to  get  paid.  In- 
creasingly, they  must  justify  their  worth 


in  excruciating  detail.  Even  then,  bills 
get  scrutinized — and  slashed. 

Recently,  judges  have  cut  fees  in  the 
reorganizations  of  Southmark.  General 
Development,  and  Gillett  Holdings,  to 
name  a  few 
(table).  Says 
Conrad  J. 
Morgenstern. 
a  bankruptcy 


court  official  who  oversees  fee  requests 
for  troubled  Revco  and  Federated:  "It's 
probably  the  most  significant  issue  in 
bankruptcy — how  to  evaluate  and  deter- 
mine what  reasonable  fees  are  and  to 
award  that  and  nothing  more." 


Judges  have  long  fretted  over 
much  lawyers  earn,  but  lately,  theye 
been  under  pressure  to  clamp  dowrw 
all  advisers.  Under  the  law.  a  bankip- 
company  pays  these  advisers  beforeil- 
most  all  other  claimants.  So  the  nrt 
lawyers  and  bankers  get,  the  less  edi- 
tors and  stockholders  share. 

In  the  Eastern  Air  Lines  Inc.  bat 1 
ruptcy,  Judge  Burton  R.  Lifland  orde» 
an  audit  of  the  professional  fees  kt 
December,  a  month  before  Easte* 
SI. 6  billion  operating  loss  forced  itse 
shut  down.  The  audit,  by  Denver-baw 
Bankruptcy  Fee  Auditors  Inc..  review 
the  bills  of  some  26  firms.  BFA  foil 
that  many  professionals  "lumped"  tte 
entries  or  left  out  descriptions,  makg 
exact  calculations  impossible. 

LOTS  OF  padding?  Still,  the  atit 
noted  lawyers  billing  for  thousaMr 
of  hours  of  duplicative  work,  and  m 
ing  costly  paralegals  when  chea» 
lerks  would  do.  One  ErnstBj 
Young  partner  "rarely"  bild 
less  than  an  hour  for  e.h 
task:  if  he  made  two  calls.* 
usually  billed  two  hours,  i 
audit  noted.  One  atton^ 
billed  for  a  24-hour  day. 
Changes  in  the  law  m 
partly  to  blame  for  the  dt 
rent  mess.  The  1978  Bankrtfc- 
cy  Code  lets  management  s* 
in  control  and  allows  lawyt 
and  others  to  get  market,  ■ 
discounted,  rates.  But  much  It 
the  cost  and  time  has  to  do  wi 
I    the  size  of  those  going  bust.  'I 
'  day,  failing  public  companies 

some  50  times  larger  than  thee 
that  failed  10  years  ago.  And  may 
are  leveraged  buyouts  bloated  wi 
debt.  Obviously,  the  bigger  the  baa 
rupt  company,  the  more  complex  at 
lengthy  the  reorganization. 

Giant  bankrupt  companies  often  hae 
multiple  official  committees  of  credit(i 
that  each  hire  their  own  professional 
which  drives  up  costs  and  slows  do'l 
the  process  even  more.  LTV  Corp.  hi 
spent  an  estimated  S150  million  in  tl 
past  five  years  trying  to  emerge  frcl 


CRACKING 
DOWN  ON 
HIGH  FEES 


GILLETT  HOLDINGS 


A  judge  in  Denver  slams 
a  plan  to  pay  up  to  $5  mil- 
lion to  Smith  Barney, 
Harris  Upham  and  Don- 
aldson, Lufkin  &  Jen- 
rette.  He  later  approves 
monthly  retainers  of 
$150,000  and  S25.000, 
but  only  if  the  bankers 
can  justify  them 


EASTERN  AIR  LINES 


A  judge  in  New  York  or- 
ders an  audit  in  Decem- 
ber of  the  professional 
fees  that  now  approach 
$86  million.  Submitted  in 
August,  the  audit  ques- 
tions overstaffing  by  law- 
yers, vague  bills,  and  oth- 
er practices 


SOUTHMARK 


A  judge  in  Dallas  this 
spring  cuts  $3  million  of 
the  professional  fees  and 
expenses  and  blasts  ad- 
visers for  duplicating 
work.  Bear  Stearns  saw 
its  fee  request  cut 
$400,000  and  had 
$65,000  in  expenses 
rejected 


GENERAL  DEVELOPMENT 


A  judge  in  Miami  last  De-  j 
cember  reduced  a  fee  ap-^ 
plication  sent  in  by  1 1 
firms  from  $3.3  million  to  j 
SI. 8  million.  Among 
those  cut  were  Cravath, 
Swaine  &  Moore  and  and 
Deloitte  &  Touche.  Lat-  j 
er,  some  got  more 
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LEGAL 


American  Heritage 


First  Aid 


Citizenship  in  the  Community 


They  are  woven  of  simple  cloth  and  common  thread. 
Yet  they  have  the  power  to  turn  struggle  into  courage. 


Athletics 


-  ; 


Public  Speaking 


1 


Wilderness  Survival 


Self-doubt  into  self-esteem.  Indecision  into  leadership. 
But  were  proud  to  support  the  Boy  Scouts  of  America 


Fish  &  Wildlife  Management 


Soil  &  Water  Conservation 


Citizenship  in  the  Nation 


Space  Exploration 


for  their  enduring  ability  to  perform  the  most  magical 
metamorphosis  of  all.  Transforming  a  boy  into  a  man. 


Citizenship  in  the  World 


Environmental  Science 


Forestry 


Scholarship 


PHILLIPS  PETROLEUM  COMPANY  £§ 


There  are  more  than  120  merit  badges  in  the  Bay  Scouts  program,  each  marking  an  individual  Scout's  achievement  For  more  information  about  the  Boy  Scouts 
of  America,  please  contact  your  local  Boy  Scouts  council  office. 


i  have  a  saying  here  in 
stralia — 'the  tyranny  of  dis- 
ce.'  It  means  we  face  difficul- 
3  in  doing  many  things, 
:ause  of  our  few  centers  of 
filiation  dotted  around  the 
a  of  a  whole  continent, 
gital  helped  free  the  Aus- 
lian  Stock 
tchange 
>m  that  tyr 
ny  and  helps 
compete 
ernationally. 

"Digital's 
en  networking  systems  and 
•vices  helped  integrate  six 
dependent  exchanges  into  a 
lgle,  automated  national 
iding  market.  Information 
d  market  access  is  equal 
d  instantaneous  in  small 


SYSTEMS 
INTEGRATION 
GIVES  US 
THE  EDGE. 


and  large  cities. 

"Now  brokers  can  do  busi- 
ness more  efficiently.  Wherever 
they  are,  they  can  make  bids 
and  offers,  confirm  trades  and 
observe  market  movement  with 
a  touch  of  a  button. 

"We  chose  Digital  as  a 
partner  be- 
cause they're 
a  strategic  sup- 
plier  to  the 
world  finan- 
cial services 


industry;  they 
identify  with  the  success  of 
our  business,  and  they're 
committed  to  open  systems 
standards." 

Digital's  networking  and 
NAS  (Network  Application 
Support)  open  computing  pro- 


vides companies  with  complete 
solutions  that  work  in  their 
complex,  multi-vendor  envi- 
ronments. Solutions  that  are 
designed  to  meet  today's  needs 
and  tomorrow's  demands 
because  they  are  based  on  inter- 
national standards. 

Today,  Digital's  trading 
solutions  give  you  an  ele- 
gantly simple  way  for  your 
people  to  work  together  more 
productively,  more  crea- 
tively, more  efficiently,  more 
competitively. 

To  learn  more,  write  to 
Digital  Equipment  Corpora- 
tion, 111  Powdermill  Road, 
MS01/K29  Maynard,  MA 
01754-1418.  Or  call  your  local 
Digital  sales 
office. 


EQSDOED 


V  A  NTAfi 


©  DIGITAL  EQUIPMENT  CORPORATION  1991 .  THE  DIGITAL  LOGO  IS  A  TRADEMARK  Of  DIGITAL  EQUIPMENT  CORPORATION 
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rip  me  Next 

See  Why  Some  People 
Have  All  The  Answers. 

They're  the  people  who  have  discovered  the  NEXIS"'  electronic 
information  service.  It  brings  you  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints  -  as  close  as  your  PC.  And  nght 
now  you  can  try  the  NEXIS®  service  for  as  little  as  $500  per  month.  So 
call  today.  Because  having  all  the  answers  has  never  been  so  easy. 


CALL1-800-227-4908  NOW. 


NEXIS  m 


Offer  expires  November  30,  1991  ©1991  Mead  Data  Central,  Inc  All  rights  reserved. 
NEXIS  and  LEXIS  are  registered  trademarks  lor  information  products  and  services  of  Mead  Data  Central,  Inc 


[NOW  PRIMED  I1N  NEW  YORK  FOR  SPEEDY  DELIVERY. 


If  you  like  the  HIT 

when  you're  traveling, 
why  not  get  it  at 
home? 

No  local  bias,  no  political  bias,  no  national  bias. 

Simply  a  balanced  edit  of  world  news  with  an 
international  perspective  on  business,  travel,  the  arts, 
and  global  investing. 

Now  you  can  get  same-day  hand  delivery  of  the 
International  Herald  Tribune  in  Manhattan,  downtown 
Chicago,  Los  Angeles,  Miami,  Philadelphia,  San  Francisco, 
and  Washington,  D.C.  and  in  most  areas  of  Boston, 
Toronto  and  Montreal. 

To  subscribe,  call:  1-800-882-2884.  (In  Canada:  800-535-8913) 

-?  f  |k   INTERNATIONAL  M     «  4 

HcralDdsl^  enbun  c 


Chapter  11.  And  it  may  be  there  a  m 
years  more.  "Everyone's  comfortabl<- 
management,  the  lawyers,  the  acco.i- 
tants,"  says  turnaround  expert  Willi  n 
J.  Scharffenberger,  who  has  stee;d 
four  companies,  including  Wheeliif- 
Pittsburgh  Steel  Corp.,  through  Chapr 
11.  "There's  no  great  rush  to  get  ouij,' 
To  streamline  the  process  at  Dreil 
Burnham  Lambert  Inc.,  Judge  Franks 
B.  Conrad  oversees  a  "master  budjt 
plan"  that  requires  Wall  Street  advisB 
to  go  through  a  "business  committe'" 
He  estimates  that  the  plan  sliced  jf 
about  $20  million  in  fees  in  1990.  Ei  i 
quarter,  the  advisers  map  out  what  tr$i 
plan  to  do  and  estimate  the  cost.  Th* 
the  committee  signs  off  on  work  tilt 
isn't  duplicative  or  wasteful.  And  thas 
not  all.  Says  Alan  B.  Miller,  a  lawyer  :j$ 
Drexel:  "When  you  exceed  your  budg, 
you  have  to  come  in  and  justify  it."  I 
coach,  please.  The  new  vigilance  hs 
investment  bankers  hard.  Unlike  accoi(* 
tants  and  lawyers,  who  get  paid  by  ts 
hour  and  are  used  to  billing  for  til 
intervals,  bankers  have  enjoyed  flat  i 
tainers.  But  since  July  1,  bankruptcy 


The  judge  overseeing 
Drexel's  'master  budget  plai 

estimates  that  it  sliced 
off  $20  million  in  fees  in  199' 


visers  with  clients  in  Manhattan's  bui 
Southern  District  must  tally  their  tirj 
in  "increments  of  tenths  of  an  horn's 
The  guidelines  also  decree  that  "firm 
class  airfare,  luxury  accommodation 
and  deluxe  meals  are  not  reimbursable': 

Not  everyone  agrees  that  professiort 
fees  have  run  amok.  A  study  released  (s. 
May  by  the  American  Bankruptcy  Ins* 
tute,  an  umbrella  group  of  bankrupt' 
participants,  concludes  that  some  judg; 
underpay  lawyers  and  accountants.  I 
also  says  professionals  have  to  wait  t| 
long  to  be  paid.  The  study  urges  educ;- 
ing  judges  on  comparable  rates  and  e< 
suring  more  frequent  payouts. 

Still,  even  the  ABI  concedes  that  tl 
law  could  use  some  fine-tuning,  and  1 
has  asked  Congress  to  set  up  a  stud 
commission.  While  a  Senate  subcomm(i; 
tee  has  held  five  hearings  on  bankrupt! 
issues,  Congress  isn't  likely  to  tack£ 
fees  anytime  soon.  But  it  did  pass  a  b| 
to  up  the  number  of  bankruptcy  judgi 
by  32.  If  they  follow  Cosetti's  lead  in  tl| 
Allegheny  case,  creditors  and  sharehol 
ers  might  get  a  bigger  piece  of  the  pil< 

By  Michele  Galen  in  New  York,  with  Til 
Smart  in  Washington 
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LEGAL  AFF? 


Are  employees  and  employers 
being  shortchanged  in  their 
health-care  insurance? 


YES,  both  employees  and  employers  are  losing  if  the  in- 
surance does  not  cover  chiropractic  care. 

When  a  musculoskeletal  problem  occurs  (which  is  com- 
mon among  workers),  the  employee  suffers  debilitating 
pain.  The  employer  suffers  too,  in  the  cost  of  having  a  valu- 
able worker  absent  from  his  or  her  job  and  possibly  hospital- 
ized for  an  extended  period.  This  can  be  interpreted  in  further 
losses  resulting  from  reduction  in  product  quality  and  produc- 
tion, and  the  additional  cost  of  hiring  and  Breaking  in  substi 
tutes.  Everybody  gains  if  the  employee  is  back  on  the  job  as 
quickly  as  possible.  That's  why  it  is  important  to  know  that  repu- 
table scientific  studies  done  by  medical  sources  comparing  chiro- 
practic care  against  medical  and  physical  therapy  non-surgical 
care  of  the  back  and  neck  show  that  chiropractic  procedures  relieve 
chronic  and  severe  pain,  both  immediate  and  long  term,  in  half  the 
time  it  takes  medical  physicians  (who  are  not  trained  in  chiropractic  \ 
procedures). 

No  wonder  as  many  people  with  back  pain  choose  to  go  to  chiroprac- 
tors as  go  to  orthopedic  surgeons.  This  fact  is  stated  in  Spine  journal*, 
in  a  report  published  by  the  Department  of  Medicine,  University  of 
Texas  Health  Science  Center. 


RESEARCH  SUPPORTS  THE  FACTS 


California  Workmen's  Compensation 
Study  (1972),  C.  Richard  Wolf,  M.D. 


Average  lost  time  per  employee  —  32  days 
in  the  M.D. -treated  group,  15.6  days  in  the 
chiropractor-treated  group. 

Employees  reporting  no  lost  time  —  21% 
in  the  M.D.-treated  group,  47.9%  in  the 
chiropractor-treated  group. 

Employees  reporting  lost  time  in  excess  of 
60  days  -  13.2%  in  the  M.D.-treated 
group,  6.7%  in  the  chiropractor-treated 
group. 

Employees  reporting  complete  recovery 
-  34.8%  in  the  M.D.-treated  group,  51% 
in  the  chiropractor-treated  group. 


'April  1987  Issue, 
Vol.  12,  No.  3,  pp.  264-68 


Oregon  Workmen's  Compensation 
Study  (1971),  Rolland  Martin,  M.D.. 
Director,  Workmen's  Compensation 
Board. 


Examining  the  forms  of  conservative 
therapy  the  majority  received,  it  is  inter- 
esting to  note  the  results  of  those  treated 
by  chiropractic  physicians. 

A  total  of  twenty-nine  claimants  were 
treated  by  no  other  physician  than  a  chiro- 
practor. 82%  of  these  workmen  resumed 
work  after  one  week  of  time  loss.  Their 
claims  were  closed  without  a  disability 
award. 

Examining  claims  treated  by  the  M.D.,  in 
which  the  diagnosis  seems  comparable  to 
the  type  of  injury  suffered  by  the  work- 
men treated  by  the  chiropractor,  41%  of 
these  workmen  resumed  work  after  one 
week  of  time  loss. 


British  Medical  Research  Council  Study 
(1990)  reported  in  the  British  Medical 
Journal  for  June,  1990. 


Results  —  Chiropractic  treatment  was 
more  effective  than  hospital  outpatient 
management,  mainly  for  patients  with 
chronic  or  severe  back  pain.  A  benefit  of 
about  7%  points  on  the  Oswestry  scale 
(between  three  quarters  and  twice  as 
effective  according  to  Dr.  Tom  Meade, 
medical  researcher  in  charge  of  study)  was 
seen  at  two  years.  The  benefit  of  chiro- 
practic treatment  became  more  evident 
throughout  the  follow-up  period.  Secon- 
dary outcome  measures  also  showed  that 
chiropractic  was  more  beneficial. 

Conclusions  —  For  patients  with  low  back 
pain  in  whom  manipulation  is  not  contrain- 
dicted,  chiropractic  almost  certainly  con- 
fers worthwhile,  long  term  benefit  in  com- 
parison with  hospital  outpatient  manage- 
ment. The  benefit  is  seen  mainly  in  those 
with  chronic  or  severe  pain.  Introducing 
chiropractic  into  NHS  practice  should  be 
considered. 


British  Medical  Research  Council 
Study  (1990)  reported  in  the  British 
Medical  Journal  for  June,  1990. 


Some  300,000  patients  are  referred  to 
hospitals  for  back  pain  each  year,  "of 
whom  about  72,000  would  be  expected 
to  have  no  contraindications  to  manipu- 
lation." If  all  these  patients  were  re- 
ferred for  chiropractic  instead  of  hospi- 
tal treatment,  the  annual  cost  would  be 
about  $6,640,000.  Our  results  suggest 
that  there  might  be  a  reduction  of  some 
•290,000  days  in  sickness  absence  during 
two  years,  saving  about  $21,580,000  in 
output  and  $4,814,000  in  social  security 
payments.  As  it  was  not  clear,  however, 
that  the  improvement  in  those  treated 
by  chiropractic  was  related  to  the  num- 
ber of  treatments,  the  cost  of  essential 
chiropractic  treatment  might  be  sub- 
stantially less  than  $6,640,000.  The 
possibility  that  patients  treated  in  hospi- 
tal would  need  more  treatment  during 
the  second  year  than  those  treated  by 
chiropractic  (see  above  and  table  VI) 
also  has  to  be  borne  in  mind.  There  is, 
therefore,  economic  support  for  use  of 
chiropractic  in  low  back  pain,  though  the 
obvious  clinical  improvement  in  pain 
and  disability  attributable  to  chiroprac- 
tic treatment  is  in  itself  an  adequate 
reason  for  considering  the  use  of 
chiropractic. 


For  copies  of  the  first  two  studies,  contact  the  American  Chiropractic  Association,  at  1701  Clarendon  Blvd.,  Arlington,  Virginia  22209. 
To  review  the  last  two  studies  visit  your  local  library  or  contact  the  publications  directly.      ©American  Chiropractic  Association  1991 


FOUNDATION  FOR  CHIROPRACTIC  EDUCATION  AND  RESEARCH 

In  cooperation  with  the 
AMERICAN  CHIROPRACTIC  ASSOCIATION 

1701  Clarendon  Boulevard  •  Arlington,  Virginia  22209  •  1-703-276-8800 


INTRODUCING  THE  NEW  BMW  325i 
At  BMW,  we've  long  believed 

that  the  very  best  way  to  survive 

accidents  is  to  simply  avoid  them 

in  the  first  place. 

That's  why  the  dramatically 

new3-Series  is  fully  equipped  with 


some  unusually  sophisticated 
"active  safety"systems.  Including 
a  high-performance,  189-horse- 
power,  24-valve,  6-cylinder engine. 
Antiiock  disc  brakes.  Responsive 
steering.  As  well  as  an  independent 
suspension  that  offers  superior 


stability  cornering,  and  handlin 
in  emergency  maneuvers. 

However,  in  the  event  of  a 
unavoidable  accident,  a  series  o 
"passive  safety"features  respond! 
instantaneously  on  your  behalf. 
Hydraulic,  regenerating  bumpers) 


iee  your  BMW  dealer  tor  details  on  this  limited  warranty ' '  Services  provided  by  Cross  Country  Motor  Club,  Inc .  Boston.  Massachusetts  02155,  except  in  California,  whe 


elp  absorb  the  initial  energy  of 
npact,forexample.The  seat  belts 
ghten  their  grip  in  frontal  impacts, 
hree  sensors  trigger  the  drivers- 
ide  airbag.  Even  the  doors  are 
utomatically  unlocked  to  assist 
iccupants  in  escape  or  rescue. 


More  reassuring  still  is  the 
fact  that  the  new  3-Series  is  fully 
backed  by  a  4-year/50,000-mile 
bumper-to-bumper  warranty.*And 
by  a  Roadside  Assistance  Program 
that  rallies  to  your  side  at  anytime, 
on  any  road  in  the  United  States!* 


Fora  thorough  test  drive,  just 
call  800-334-4BMW  Or  visit  your 
nearest  authorized  BMW  dealer 

We  think  it  could  very  jjfz\ 
well  be  one  of  the  safest 
trips  that  you'll  ever  take. 
THE  ULTIMATE  DRIVING  MACHINE. 


>rv/ces  are  provided  by  Cross  Country  Motor  Club  ot  California .  Inc ,  Boston,  Massachusetts  ©  1991  BMWol  North  America.  Inc  The  BMW  trademark  and  logo  are  registered 


ENTREPRENEURS  li^MHHBHMHHH 

CURT  CARLSON  KEEPS  IT 
ALL  IN  THE  FAMILY 


■  Ma  ■ 

II 


At  77,  the  billionaire  is  taking  unusual  steps  to  preserve  a  private  empire 


With  a  net  worth  of  more  than 
$1  billion,  Curtis  L.  Carlson 
may  be  the  richest  man  in 
Minnesota.  But  as  anyone  who  has  been 
to  Minneapolis  can  attest,  he's  no  gar- 
den-variety, reclusive  billionaire.  There's 
the  new  exit  off  Interstate  494  heralding 
"Carlson  Parkway."  There's  his  biogra- 
phy, modestly  titled  The  Ultra  Entre- 
preneur, on  display  at  his  flagship  Ra- 
disson  Hotel.  There's  the  life-size  statue 
of  Carlson  at  the  suburban  headquarters 
of  his  travel-and-marketing  conglomer- 
ate. There's — well,  you  get  the  picture. 
The  press-shy  Gallos  and  Reichmanns  of 
the  world  be  damned: 
Curt  Carlson  loves  the 
limelight. 

Although  his  hype 
can  be  overwhelming, 
Carlson  does  have  rea- 
son to  boast.  He  started 
out  as  a  soap  salesman 
in  the  1930s,  became  a 
trading-stamp  king  in 
the  1950s,  and  is  now  a 
leisure  and  marketing- 
services  mogul.  Under 
his  strict,  goal-driven 
management,  Carlson 
Cos.  has  become  one  of 
the  nation's  largest  pri- 
vately held  businesses, 
with  revenues  of  $8.1 
billion.  "Curt  is  larger 
than  life,"  says  daugh- 
ter Marilyn  C.  Nelson. 
"He  has  dominated  this 
company  for  so  long 
that  it's  hard  for  any- 
one to  imagine  it  with- 
out him." 

scary.  Anyone,  that  is, 
except  Curtis  L.  Carl- 
son. At  age  77,  and  just 
nine  months  after  qua- 
druple bypass  surgery 
to  repair  his  ailing 
heart,  Carlson  is  hard 
at  work  to  assure  that 
his  private  company 
stays  that  way  when 
he's  gone.  Hoping  to 
keep  future  funding 
needs  manageable,  he 


has  steered  it  into  travel,  hotel,  and  mar- 
keting businesses  that  rely  more  on 
brainpower  and  management  savvy  than 
on  massive  capital  investment  (table). 
Sensitive  to  family  squabbles  that  have 
rocked  other  dynasties,  he  has  also  set 
up  an  elaborate  management  structure 
that  calls  for  binding  arbitration  of  fam- 
ily disputes.  "I'm  not  trying  to  run  this 
company  from  the  grave,"  says  Carlson, 
its  sole  owner.  "But  I  want  to  make  sure 
it  can  go  on  without  needing  to  sell 
stock  or  sell  out." 

For  the  family,  Carlson's  bypass  was 
a  scary  reminder  that  it  will  have  to  go 
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INSIDE  CARLSON'S  KINGDOM 


LODGING  Owns,  operates,  manages,  or  franchises  287  properties  including  Ra- 
disson  Hotels  International  and  Colony  Resorts.  1990  revenues:  $1.4  billion 


RESTAURANTS  Operates  or  franchises  188  TGI  Friday's  bar/restaurants  and 
250  Country  Kitchen  homestyle  restaurants.  1990  revenues:  $800  million 


TRAVEL  Runs  one  of  the  world's  largest  travel  agencies  and  travel  management 
companies,  with  more  than  2,100  offices.  1990  revenues:  $5.1  billion 


MARKETING  AND  MOTIVATION  Provides  marketing,  promotional  and  motiva- 
tion services  for  corporations,  including  frequent-traveler 'programs  for  North- 
west Airlines  and  Holiday  Inns.  1990  revenues:  $900  million 


REAL  ESTATE  Holds  an  investment  portfolio,  primarily  real  estate,  worth  more 
than  $400  million.  ' 


,  DATA,  CARLSON  COS.,  BWESTIMATIS 


on  without  him  one  day.  They  can  | 
grateful,  at  least,  that  it  wasn't  emfi 
gency  surgery.  After  experiencing  sho| 
ness  of  breath  two  years  ago,  Carlsjt 
had  an  angioplasty  to  open  his  block! 
arteries.  Doctors  later  decided  he  need! 
a  bypass,  and  he  scheduled  the  operatiJj 
for  last  January.  He  was  back  at  woB 
part-time  in  less  than  three  months  all 
now  has  resumed  a  full  schedule.  M 
also  has  reverted  to  some  old  habis 
Always  a  big  eater,  he  still  keeps  a  plat 
of  sugary  cookies  around  and  munchtt 
on  them  during  meetings.  And  while  tljj: 
dining  room  staff  encourages  heail 
smart  meals,  he  car; 
resist  a  plate  of  macart 
ni  and  cheese  and  a  cu 
of  rich  clam  chowder. ,:: 

SATISFIED.  It's  not  Sll 

prising  that  Carlscj! 
wants  to  keep  his  coil 
pany  all  in  the  famil 
Sales  have  grown  at 
21%  compound  annul 
rate  since   1985.  Aj 
though  the  war  and  til 
recession  will  keep  19i 
sales  growth  well  belo 
the  23%  gain  executive 
had  sought,  Carlson  ; 
satisfied  that  the  cor' 
pany  is  positioned  f<'t 
the  long  haul.  Carlscj 
Travel  Network — foj 
merly  Ask  Mr.  Fosb 
Travel  Service — is  orl 
of  the  largest  players  I 
the  travel-agency  maj 
ket,  with  more  thai 
2,100  offices  worldwid 
And  Carlson's  $900  mj 
lion  marketing  and  ml 
tivation-services  bus! 
ness,     which  help 
companies  such  as  Gei| 
eral  Motors  Corp.  aril 
General     Mills  In< 
mount  sales  and  prorm 
tions,  stands  to  benef 
as    companies  stal 
to     shift  marketin 
funds  away  from  adve 
tising  (BW— Sept.  23).  j 
CEO  Edwin  C.  Gag 
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your  disability  insurance 

needs  best? 


and  Carlson  see  their  brightest  pros- 
pects in  international  expansion,  and  the 
global  aspirations  are  greatest  at  their 
Radisson  Hotels  business.  Under  former 
Ramada  Hotel  Group  President  Juergen 
Bartels,  revenues  from  Carlson's  hotel 
operations  have  jumped  fivefold  since 
1985,  to  $1.4  billion.  Now,  with  financing 
tough  and  U.  S.  room  rates  depressed  by 
overbuilding,  Bartels  wants  to  shift  ex- 
pansion to  joint  ventures  in  hotel-starved 
Eastern  Europe  and  the  Soviet  Union. 

Radisson  Hotels  International  Inc.  al- 
ready has  hotels  in  Budapest  and  Mos- 
cow and  one  under  construction  in  Po- 
land. Another  eight  properties  are  under 
development  in  the  re- 
gion. Mikhail  Gorba- 
chev even  popped  in  for 
a  chat  with  Carlson  dur- 
ing the  Soviet  leader's 
Midwest  visit  last  year. 
"The  East  bloc  is  virgin 
territory,"  says  Daniel 
W.  Daniele.  director  of 
hospitality  consulting  at 
Ernst  &  Young.  "And 
now  that  the  coup  has 
failed,  Carlson  looks 
like  a  genius  to  be  al- 
ready over  there  with 
hotels  and  contacts." 

Things  weren't  al- 
ways so  bright  for  Carl- 
son. He  grew  up  in 
1920s  Minneapolis,  the 
son  of  a  struggling 
Swedish  grocery  sales- 
man. Early  on,  Curt 
proved  a  natural  sales- 
man and  dealmaker,  operating  three  pa- 
per routes  and  a  newsstand  in  high 
school.  He  drove  a  soda-pop  delivery 
truck  to  work  his  way  through  the  Uni- 
versity of  Minnesota,  where  he  majored 
in  economics.  After  graduation  in  1937, 
Carlson  says  he  passed  up  a  $125-a- 
month  management-trainee  job  at  Car- 
nation Co.  in  favor  of  a  lower-paying 
sales  job  with  the  Procter  &  Gamble  Co. 
office  in  his  hometown,  so  he  would  be 
closer  to  his  wife-to-be,  Arleen. 
taskmaster.  Soon,  Carlson  decided  to 
take  a  swing  at  the  nascent  trading- 
stamp  business,  founding  Gold  Bond 
Stamp  Co.  in  1938.  Trading  stamps,  ex- 
changeable for  cash  or  merchandise, 
were  given  out  by  some  department 
stores  at  the  time.  Knowing  little  about 
the  business,  Carlson  scrambled  to  get 
up  to  speed.  Once,  he  persuaded  a  de- 
partment store  secretary  to  let  him  see  a 
copy  of  the  store's  trading-stamp  con- 
tract overnight.  "I  copied  it  word  for 
word  except  that  every  time  it  said  the 
name  of  the  other  company,  I  said  Gold 
Bond,"  recalls  Carlson  with  a  laugh.  Us- 
ing the  contract  and  a  $50  loan,  he  be- 


gan signing  up  local  grocers  at  night 
and  on  weekends.  The  business  mush- 
roomed in  the  1950s  before  peaking  in 
the  early  1960s,  when  Carlson  wisely  be- 
gan diversifying  into  hotels  and  market- 
ing services. 

These  days,  the  company  is  a  true 
family  affair.  Marilyn  Nelson,  the  older 
of  two  daughters,  is  senior  vice-presi- 
dent, director  of  community  relations, 
and  a  board  member  of  the  family  hold- 
ing company.  She  has  a  host  of  outside 
business  interests,  too:  She's  a  director 
of  Exxon,  First  Bank  System,  and  U.  S. 
West  Communications.  She  also  owns 
and  serves  as  chairwoman  of  a  small 


GORBY  AND  CURT:  BUILDING  HOTELS  IN  EASTERN  EUROPE  AND  THE  SOVIET  UNION 


bank,  Citizen's  State  Bank  of  Waterville, 
Minn.  Her  sister,  Barbara  Gage,  is  also 
a  Carlson  Holdings  Inc.  board  member. 
Husband  Edwin,  known  as  Skip,  has 
been  chief  executive  since  1989.  The  two 
sisters  have  seven  children,  one  of  whom 
works  for  the  company. 

Through  it  all,  Carlson  has  never  been 
ashamed  to  trumpet  his  own  accomplish- 
ments. Three  years  ago,  he  produced  a 
53-minute  documentary  on  his  own  life — 
with  narration  by  Eddie  Albert  and  an 
actor  portraying  the  young  Curt  selling 
Gold  Bond  trading  stamps.  He  even 
passes  out  his  own  Ten  Command- 
ments for  Success.  No.  8:  "Thou  shall 
never  forget  that  sales  is  your  sole  rea- 
son for  existence." 


Commandment  No.  8:  'Thou 
shall  never  forget  that 

sales  is  your  sole 
reason  for  existence" 


Not  that  he'd  ever  let  anyone  forge!" 
All  smiles  outside  the  company,  inside  h 
is  known  as  a  tough  taskmaster  win 
strong  opinions  and  high  standards.  "M 
•  times  he  could  be  explosive,"  recalls  Anj 
Richardson,  Carlson's  former  adminij 
trative  assistant  who  is  now  a  vice-presj 
dent.  Even  Bartels,  whom  Carlson  crei 
its  long  and  loudly  for  Radissont 
growth,  recognizes  that  it's  best  not  tj 
disappoint  this  boss.  "I  used  to  thirl; 
that  if  I  ever  had  a  down  year  with  Cur 
it  would  be  sssssst,"  Bartels  says,  jerl 
ing  his  finger  across  his  throat.  "Nov 
given  our  success,  I  think  I've  got  on 
down  year  due  me.  But  I  wouldn't  wan 
to  test  that  theory." 
flare-ups.  To  keep  h| 
people  on  their  toes' 
Carlson  circulates  fr< 
quent,  public  rankingj 
of  the  performance  c 
all  salespeople  and  mai 
agers,  a  tack  he  learne 
at  P&G.  "A  good  ma 
won't  stay  on  the  bo 
torn — he'll  quit  first,! 
Carlson  says.  Thosl 
slow  to  leave  arl 
pushed,  others  say. 

Carlson  would  lik 
the  family  to  maintail 
that  culture  once  he' 
gone.  But  keeping  owr, 
ership  of  the  companj 
within  the  family  i 
most  important  to  him 
That's  why  he  is  work 
ing  so  hard  to  forestal 
family  flare-ups  thai, 


could  endanger  the  company's  privat 
status.  He  has  worked  out  a  process,  t 
be  used  after  his  death,  allowing  each  o| 
his  daughters  to  choose  a  lawyer  to  red 
resent  her  in  disagreements  over  famih 
business — but  each  representative  musf 
be  agreeable  to  the  other  sister.  Seriou; 
disputes  are  to  be  arbitrated  by  a  Minne 
sota  state  judge. 

Few  expect  major  feuding  any  tim 
soon,  because  both  daughters  are  so  in 
volved  in  the  business.  Instead,  note 
Carlson,  "it's  the  third  and  fourth  gener; 
ation  where  the  real  problems  can  comj 
up,"  especially  if  many  heirs  choose  no] 
to  work  inside  the  company. 

That's  a  real  possibility.  With  all  th< 
requirements  and  expectations  that  g< 
into  joining  the  Carlson  family  enter[ 
prise — Marilyn  Nelson,  for  instance1 
makes  her  children  prove  themselves  fo 
three  years  at  another  company  befon 
joining  the  family  business — it  coul< 
mean  a  selling  job  just  to  keep  futur' 
Carlson  generations  interested.  Bu! 
then,  selling  has  never  been  much  of  ; 
problem  in  this  family. 

By  James  E.  Ellis  in  Minneapoli. 
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UNUM. 

That's  who. 


UNUM .  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


UNUM  I  ife  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through 
this  company)  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
New  York).  First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1991  UNUM  Life  Insurance  Company 


1-800-634-8026 


[THE  ANT] 


It  has  long  been  assumed  that  things  that  are  small  aren't  as  powerful  or  sophisticated  as 
things  that  are  hig.  Of  course,  that  just  isn't  true.  Take  the  ant  for  instance.  In  spite  of  its  small  size, 

the  ant  is  amazingly  strong.  Most  ants  can  lift  objects  ten  times  heavier  than  their  bodies. 
Some,  very  muscle-bound  ants  no  doubt,  can  clean  and  jerk  objects  50  times  their  body  weight. 

To  put  that  into  proper  perspective,  that  's  like  a  man  hoisting  a  sofa  with  48peopk  and 
a  small  dog  on  it.  But  while  the  ant  may  seem  like  a  miniature  Hercules,  don't  forget  he's  also 
exceptionally  smart.  Ants  are  known  to  build  nests  up  to  3  feet  high  and  covering 
an  area  the  size  of  a  tennis  court.  Often  these  nests  are  complete  with  chambers  for  the  Queens, 

nurseries  for  the  young,  living  rooms  and  hallways  in  which  to  travel.  Not  bad 
comidering  most  full-grown  humans  can't  hook  up  a  VCR.  Now  if  you  think  the  ant  is  pretty 
impressive,  wait'll  you  read  about  the  little  mighty-mite  on  the  next  page. 
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[THE  RADICALLY  NEWT2200SX] 


Like  the  ant,  small  computers  have  often  been  considered  underpowered  pea  brairis. 
The  new  Toshiba  T220QSX  notebook  should  dispel  that  myth.  Weighing  a  mere  5.5  pounds  and  taking 
up  just  half  a  briefcase,  the  T2200SX  is  so  technologically  advanced,  it  can  crush  computers  ten 
times  its  size.  Blessed  with  a  20MHz,  386SX  microprocessor  and  a  60MB  hard  drive,  the  T2200SX  delivers 
the  performance  of  a  world-class  desktop  PC.  Yet,  compare  it  to  other  notebooks  and  you'll  see 
it's  like  an  entirely  different  species.  Quite  simply,  it  feels  bigger.  Its  keys  are  full-size,  not  cramped, 
and  its  LCD  screen  measures  a  full  9.5"  diagonally.  Combine  this  with  a  Nickel  Hydride  battery  that 

lasts  3  hours  per  charge,  a  lightweight,  incredibly  durable  carbon  fiber  reinforced  case  and 
features  such  as  AutoResume  and  you  have  the  first  notebook  with  absolutely  no  compromisesTo  learn 
more  about  the  mighty  T2200SX,  call  1-800-457-7777.  Hopefully  we've  changed  the  way  you 
look  at  small  computers.  Or,  at  the  very  least,  changed  the  way  you  look  at  ants. 


In  Touch  with  Tomorrow 

TOSHIBA 


ANTHROPOLOGY 


STUDYING  THE  NATIVES 
ON  THE  SHOP  FLOOR 


How  anthropologists  are  helping  companies  improve  productivity 


Anthropology  usually  conjures  up 
images  of  professors  in  pith  hel- 
mets checking  out  exotic  cul- 
tures. But  American  business  is  sudden- 
ly finding  a  more  practical  use  for  this 
largely  academic  pursuit.  To  help  cut 
costs  and  improve  competitiveness,  com- 
panies are  employing  anthropologists  to 
study  the  interactions  and  working  hab- 
its of  the  natives  down  in  the  factory,  or 
even  in  middle  and  upper  management. 
Where  Margaret  Mead  went 
to  Samoa  six  decades  ago. 
anthropologists  today  are 
heading  for  places  like  De- 
troit and  New  York. 

With  little  fanfare,  these 
cultural  investigators  are 
filling  an  important  niche. 
Big  employers  typically 
have  used  industrial  engi- 
neers or  industrial  psycholo- 
gists to  design  work  sys- 
tems. This  has  usually  been 
done  with  little  input  from 
employees,  often  resulting 
in  job  practices  that  are  inef- 
ficient— or  that  don't  change 
with  the  times. 

Anthropologists  can  make 
things  better.  They  start  by 
asking  what  a  job  really  in- 
volves— and  getting  employ- 
ee opinions  on  how  to  im- 
prove the  way  it's  done.  This 
approach,  full  of  common 
sense  but  often  overlooked, 
can  deliver  "dramatic  im- 
provements in  productivity," 
says  John  Seely  Brown,  di- 
rector of  Xerox  Corp.'s  Palo 
Alto  Research  Center.  '"To 
get  those,  companies  have  to 
go  beyond  industrial  psy- 
chology and  reengineer  the 
business  process.  They  have  to  work 
from  the  bottom  up.  And  anthropology 
is  the  field  most  attuned  to  that." 
PhD  glut.  This  amounts  to  a  big  oppor- 
tunity for  anthropologists.  In  1985,  just 
55  teaching  positions  were  open  in  64 
university  anthropology  departments, 
which  produced  391  PhDs.  Increasingly, 
private  emplovers  have  taken  up  the 
slack.  About  15^  of  the  nation's  30,000 


or  so  anthropologists  now  work  in  the 
private  sector,  up  from  2''  in  the  1970s, 
says  Marietta  L.  Baba.  acting  chairwom- 
an of  the  anthropology  department  at 
Wayne  State  University  in  Detroit.  She 
estimates  that  by  1993.  some  50'<  of  all 
new  anthropology  PhDs  will  get  their 
first  jobs  in  the  private  sector,  earning 

far  more 
than  the 
$50,000  or 


depen 


cperience,  the  Amer- 
its 


ican  Anthropological  Assn.  says 
members  average  at  universities. 

The  strength  of  anthropology  is  in 
penetrating  the  corporate  culture.  Man- 
agement consultants  often  try  to  do  this 
by  matching  employee  interviews 
against  a  preconceived  notion.  Anthro- 
pologists take  a  longer  route,  gathering 
information  first  before  forming  a  con- 


clusion. This  works  in  part  because,  ultj 
like  consultants,  they're  obligated  to  pa 
tect  the  people  they  study  (page  78).  I 
An  example  from  Xerox  illustrates  tl 
process.  In  the  mid-1980s,  the  big  copiijj 
maker  set  out  to  devise  less  costly  ail 
better  training  for  service  technicians  m 
replace  the  long,  expensive  program  M 
currently  uses.  So  Julian  Orr,  the  all 
thropologist  assigned  to  the  task,  torn 
the  training  and  went  on  service  call 
himself — and  uncovered  hidden  factoM 
that  profoundly  affect  the  job. 
'relationships.'  Originally,  Orr  set  oil 
to  study  the  process  of  repairing  a  mi 
chine.  But  once  in  the  field,  he  four! 
that  repair  work  isn't  the  main  job.  Jm 
copiers  become  more  complex,  it  gel 
harder  for  customers  to  use  them  and  ttj 
deal  with  problems.  A  surprising  nunl 
ber  of  Xerox'  service  calls  aren't  f« 
breakdowns,  Orr  says,  but  are  from  cul 
tomers  who  can't  run  the  machine.  It's  I 
never-ending  cycle,  he  sayl 
because  even  though  Xerol 
keeps  simplifying  its  copl 
ers,  it  continually  introduce 
new  models.  So  a  big — anl 
unwritten — part  of  a  technl 
dan's  job  is  to  be  a  teachel 
"Repair  isn't  about  fixinl 
something  that'! 
broken,"  explain! 
Orr,  "it's  about  rekl 
tionships." 

In  short.  Xerox  hasn I 
been  training  repairers  foj 
precisely  the  right  job.  Irl 
deed,  technicians  havl 
learned  customer  relation! 
mostly  by  doing — and  b! 
talking  with  fellow  workers] 
This  informal  updatinl 
forms  what  Brown  calls  thl 
"collective  memory"  of  thl 
service  staff.  That  one  irl 
sight  will  help  Xerox  makl 
its  training  more  effective-! 
and  perhaps  help  streamlin  I 
the  course  work  more  thai 
it  thought  possible.  Brown 
says  Xerox  may  put  thJ 
"collective  memory"  into  J 
computer  and  on  video.  s«  I 
technicians  can  consult  it— I 
and  add  to  it — easily. 
At  Xynex  Corp.,  the  Nev 
York  phone  company,  Patricia  Sachs,  ay 
outside  anthropologist,  is  also  trying  u 
smooth  the  relationship  between  peopli 
and  machines.  In  the  past,  says  Jin; 
Euchner,  director  of  expert  systems  fo: 
Xynex  Science  &  Technology,  employees 
often  haven't  taken  to  new  compute] 
systems.  Sachs  won't  say  much  abouj 
her  research,  which  is  just  starting.  Bu 
it  focuses  on  "mental  models" — the  con! 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 
WAS  BECOMING  THIS  SMALL. 


man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 


200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


We  Realize Your  Ba 


OnlyThingThat 


age  Isn't  The 
es  A  Bearing, 


All  business  travelers  have  days 
when  they  get  hung-up  in  traffic. 
Bounced  around  at  the  airport. 
Beat  to  the  last  cab.  Only  to  go  a 
few  rounds  with  a  client. 

That's  when  it's  nice  to  have 
an  Omni  Hotel  in  your  corner. 
Because  we  fully  understand  the 
rigors  of  life  on  the  road.  As  a 
matter  of  fact,  we  have  exactly 
what  it  takes  to  get  you  back  into 
shape.  And  for  less  than  you'd 


expect  from  an  Omni  Hotel. 

Each  Omni  provides  every  con- 
venience for  conducting  business. 
Including  the  best  business  loca- 
tions. But  more  importantly,  we 
provide  a  soothing  experience 
sure  to  rejuvenate  your  spirit. 
With  big,  comfortable  rooms, 
gourmet  dining  and  attentive, 
gracious  service. 

Plus  as  a  Select  Guest  Club 
member,  you  can  enjoy  additional 


privileges  such  as  priority  room 
availability,  accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee  and 
the  morning  paper  delivered  with 
your  wake-up  call,  express  check- 
out and  more. 

At  Omni  Hotels,  we  firmly 
believe  that  even  if  we  can't  fight 
your  next  battle  for  you,  we  don't 
want  to  send  you  back  into  the 
ring  with  a  tender  jaw. 


Omni  Hotels 

For  Reservations  Call  Your  Travel  Agent  Or 


1-800-THE-OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RJ 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Lxtapa,  Mexico 
Hong  Kong 
Singapore 

Where  You  Want  To  Be 
When  You  HaveTo  Be  Away. 


©1991  Omni  Hotels 
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SMART  MOVE 


Issue  Date: 

DECEMBER  16,1991 

Closing  Date: 

NOVEMBER  4,1991 


For  more  information,  call: 

Gary  London 
Project  Director 
(213)  480-5207 

Barbara  J.  Daly 
Marketing  Manager 
(212)512-6664 


cept  thai  people  have  of  their  work  and 
how  they  think  a  job  through  as  they  do 
it.  This  should  clear  up  what  employees 
do  vs.  what  bosses  think  they  do  and 
help  managers  who  design  or  buy  com- 
puter systems  make  better  decisions. 

At  General  Motors  Corp..  meanwhile, 
the  focus  is  on  helping  people  deal  with 
people.  In  the  1980s,  the  No.  1  auto  mak- 
er began  encouraging  talented  manag- 


ers to  take  assignments  overseas,  where 
they  might  learn  new  tricks  of  the  busi- 
ness. Still,  no  matter  what  GM  tried. 
Ford  Motor  Co.  seemed  to  cash  in  on 
such  cross-fertilization  much  more  than- 
its  bigger  competitor  did. 

By  19S6.  GM  wanted  to  know  why. 
Elizabeth  Briody.  an  anthropologist  in 
the  company's  Societal  Research  Labora- 
torv.  brought  in  Wavne  State's  Baba. 


THE  TOUCHY  ETHICS 
OF  CORPORATE  ANTHROPOLOGY 


Anthropologists  in  companies 
serve  two  masters.  The  employ- 
er is  paying  them  to  gather  in- 
formation on  its  workers.  But  these 
cultural  snoops  have  an  obligation  to 
the  employees,  too.  The  science's  code 
of  ethics,  established  and  policed  by 
the  American  Anthropological  Assn. 
(AAA),  requires  that  the  people  being 
studied  be  kept  from  physical,  mental, 
or  social  harm.  As  more  anthropolo- 
gists end  up  working  in  business,  it 
may  be  hard  to  guarantee  that. 

The  question  of  ethics  in  anthropolo- 
gr  came  to  a  head  nearlv 


30  years  ago.  In  1964.  the  U.  S.  Army 
sent  letters  to  scholars  worldwide,  re- 
cruiting them  for  something  called 
Project  Camelot.  If  they  signed  on.  the 
Army  said,  it  would  use  their  observa- 
tions to  help  "predict  and  influence  po- 
litically significant  aspects  of  social 
change  in  developing  nations."  One 
specific  goal  it  mentioned  was  assisting 
""friendly  governments  in  dealing  with 
insurgency  problems."  None  too  sub- 
tly, in  other  words,  the  Army  was  re- 
cruiting scientists  to  spy — in  Africa. 
Asia.  Europe,  and  Latin  America. 

The  project  became  public  before  it 
got  far  and  was  canceled  in  196-5.  But 
the  fallout  affected  U.  S.  business  for 
25  years.  In  1970.  the  AAA  declared  that 
an  anthropologist's  primary  responsi- 


bility is  to  those  being  studied  and  de- 
creed that  research  subjects  have  to  be 
protected.  To  put  teeth  in  its  pledge, 
the  AAA  banned  research  that  coujdn't 
be  made  public.  Violators  could  be 
kicked  out  of  the  AAA — rendering  them 
unemployable  as  anthropologists. 
clear-cut?  This  largely  put  a  stop  to 
corporate  studies,  since  most  compa- 
nies naturally  wanted  to  keep  those 
proprietary.  Then,  in  the  1980s,  as  fed- 
eral funding  for  anthropology  research 
waned,  academic  departments  looked 
to  industry  for  money.  That  started  a 
10-year  debate  over  the  ban  on  private 
studies.  Finally,  in 
1989.  the  AAA  re 
vised  its  rule:  Pro- 
prietary research 
is  now  0.  K. — as 
long  as  keeping  it 
secret  doesn't 
harm  the  people 
being  studied. 

On  the  surface, 
this  seems  clear- 
cut-  If  the  great- 
est harm  that  can 
come  to  infor- 
mants is  losing 
  their  jobs,  the  so- 
lution is  to  protect  their  anonymity. 
But  as  anthropologists  gain  more  say 
in  how  work  is  structured,  what  consti- 
tutes harm  will  become  less  clear.  If 
the  scientists  help  raise  productivity, 
have  they  hurt  the  people  whose  jobs 
are  lost?  If  they  help  change  a  job's 
content,  have  they  harmed  employees 
who  can't  adjust?  The  AAA  hasn't 
delved  into  such  questions  yet.  And  no 
complaints  have  come  in  from  employ- 
ees, who  may  not  even  know  when 
they're  affected  by  an  anthropologist's 
work.  But  sooner  or  later,  the  question 
will  surface:  When  a  recommendation 
becomes  part  of  a  company  policy  that 
employees  feel  hurts  them,  whose  side 
should  the  anthropologist  be  on? 
By  Christina  Elnora  Garza  in  Xeu:  York 


and  the  two  found  an  answer  that  up 
the  top  brass:  While  upper  managem 
was  promoting  overseas  assignmei 
Briody  says,  executives  in  the  compar 
eight  North  American  car  and  tn 
units  were  discouraging  the  idea.  1 
didn't  happen  all  the  time,  judging 
one  recent  promotion:  GM  Chairman  R 
ert  C.  Stempel  is  an  alumnus  of  GM 
rope.  But  in  general,  the  car  unit  man 
ers  were  winning  the  battle. 

This  was  occurring.  Briody  sa 
largely  because  GM's  North  Ameri 
operation  is  run  separately  from 
company's  overseas  subsidiaries.  An< 
has  always  seen  itself  as  GM's  elite.  A 
result,  a  foreign  posting  seemed  a  f 
ish  ambition.  Indeed,  the  anthropologi 
found,  domestic  managers  often  had 
tie  use  for  returning  international  s 
vice  personnel — ISP's,  as  GM  calls  thf 
Many  of  these  people  were  shunted  oi 
a  slower  career  path  on  returning, 
large  numbers  of  them  had  begun  tra 
ferring  into  other  GM  operations.  Com 
nent  divisions,  such  as  Delco  Rei 
were  a  popular  choice.  Top  people  th< 
are  often  picked  for  foreign  duty"  a 
greeted  on  return  as  valuable  asst 
Briody  says,  since  they've  seen  the  e 
my — foreign  competitors — up  close. 
foreign  exchange.  The  anthropologi 
proposed  a  simple  fix.  They  suggesi 
that  managers  in  the  domestic  car  ope: 
tions  draw  up  a  list  of  advantages  tl 
foreign  experience  confers.  Then,  IS 
could  be  sent  overseas  with  an  agen 
matching  the  list.  For  example,  th 
might  pick  up  European  techniques 
design,  engineering,  and  manufactu 
that  could  improve  GM's  U.S.  plan 
Briody  and  Baba  also  suggested  an 
change  program — replacing  an  Am 
can  sent  overseas  with  a  foreign  co 
terpart  A  few  years  later,  the  two  eou 
return  to  their  original  jobs  witho 
either's  career  being  harmed.  And  ha 
ing  a  foreign  national  work  in  domes 
operations  might  give  U.  S.  managers  i 
sights  into  global  competition.  Walt 
Albers.  head  of  societal  research  at  Ge 
eral  Motors  Research  Laboratories,  sa; 
that  GM  is  starting  to  try  ail  this. 

It  may  simply  be  doing  belatedly  wh 
other  multinationals  have  done  f 
years.  Still,  says  Albers.  anthropoloj 
"is  going  to  have  a  tremendous  impa 
on  how  business  is  done"  from  now  o 
Wayne  State's  Baba  sees  anthropol 
gists  ranging  far  beyond  productivity  i 
sues.  Soon,  she  says,  they'll  be  helpir 
to  devise  marketing  approaches  to  etnn 
groups,  uncover  human  thought  proce 
es  that  form  the  foundation  of  artificii 
intelligence  software,  and  even  desig 
environments  for  life  in  space.  Where  r 
anthropologist  has  gone  before. 

By  Ch>-i$tina  Elnora  Garza  ?»  Xeic  Yo> 
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How  to  make  a  Lufthansa  connection 
in  over  200  places  we  don't  even  fly  to. 


A  passion  for  perfection. 


When  you  fly  Lufthansa,  you  never  have  to  feel 
like  you're  alone.  Because  we  have  more  than 
390  offices  on  6  continents.  And  over  200  of  them 
are  in  places  we  don't  even  fly  to.  So  almost  any- 
where you  go,  you  can  rely  on  our  people  to  also 
be  there.  Dedicated  people,  familiar  with  the  area, 
who  can  help  you  once  you're  there  with  last-min- 
ute travel  plans,  hotels,  rental  cars  or  just  about 
anything  else  you  might  need.  We  can  even  tell 
you  where  to  get  the  best  roast  duck  in  Taipei.  It's 
our  way  of  showing  we'll  go  to  the  ends  of  the 
earth  to  make  you  feel  at  home.  At  Lufthansa, 
providing  you  with  the  best  service  everywhere 
in  the  world  isn't  just  our  job.  It's  our  passion. 

Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta. 
USAir  and  Continental  See  your  Travel  Agent  for  details. 
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With  an  Introduction  by  Jim  Brady 
Issue  Date:  October  28th,  1991  .  Closing  Date:  September  16th  1991 


On  October  28th,  1991,  Business  Week  presents  a  landmark 
Special  Advertising  Section  to  influence  and  advance  Disability 
Employment  Policy  in  the  United  States  into  the  21st  Century. 


"WILLING  AND  ABLE: 
Americans  with  Disabilities 
in  the  New  Work  Force" 

Its  mandate: 

♦  To  introduce  American  business  leaders  to  13 
million  willing  and  able  workers. 

♦  To  show  why  far  sighted  employers  are  seeking 
out  workers  with  disabilities — now . 

♦  To  demonstrate  how  companies  can  obtain 
the  competitive  edge  this  new  pool  of  workers 
provides. 

♦  To  promote  the  employment  of  persons  with 
disabilities. 

♦  To  illuminate  and  support  the  Americans  with 
Disabilities  Act. 

FROM  THE  PEOPLE  WHO  KNOW... 
TO  THOSE  WHO  NEED  TO 

Willing  and  Able  will  open  with  a  special 
introduction  by  Jim  Brady,  former  press 
secretary  to  President  Reagan  and  Vice  Chairman 
of  the  National  Organization  on  Disability. 

The  section,  by  author  Kevin  Hopkins,  will  be 
developed  with  the  assistance  of  an  involved  and 
enlightened  Advisory  Board  of  leaders  from  busi- 
ness and  government. 

AN  ACT  OF  SUPPORT  THAT'S 
SIMPLY  GOOD  BUSINESS 

With  your  advertisement  in  Willing  and  Able, 
you  will  tell  6.7  million  readers  of  Business 
Week's  North  America  edition  that  your 
company  actively  supports  The  Americans  with 
Disabilities  Act  and  that  your  company  is  doing 
something  about  it. 

ADDED  VALUE  FOR  YOUR  ADVERTISING 

A donation  based  on  a  percentage  of  the  rev- 
enue generated  by  this  special  section  will 
be  made  in  the  name  of  the  magazine  and  its 
advertisers  to  the  National  Organization  on 
Disability.  These  funds  will  be  used  directly  to 
expand  the  participation  of  disabled  persons  in 
the  work  force. 

♦  If  your  company  has  an  important  success 


story  to  tell  about  recruiting,  hiring,  training,  or 
promoting  disabled  workers,  it  will  be  considered 
for  coverage  in  the  text. 

♦  Deluxe  reprints  of  the  complete  section  will  be 
sent  to  the  President  of  the  United  States,  the 
President's  Cabinet,  the  U.S.  Senate,  the  U.S. 
House  of  Representatives,  the  Governors  of  the 
50  States,  the  U.S.  Conference  of  Mayors,  the 
Business  Roundtable  and  the  Disability  2000- 
CEO  Council. 

♦  Business  Week  will  send  10  copies  each  to 
the  Human  Resource  Director  of  every  Business 
Week  1000  company. 

♦  Business  Week  will  provide  500  copies  of  the 
deluxe  reprint  edition  to  each  advertiser  for 
internal  distribution  and  promotional  use. 

Standard  North  America  rates  apply. 

"WILLING  AND  ABLE: 
Americans  with  Disabilities 
in  the  New  Work  Force" 

Issue  Date:  October  28,  1991 
Closing  Date:  September  16,  1991 


ALSO  COMING  FROM  BUSINESS  WEEK 


FIGHTING  FOR  OUR  FUTURE: 
Science  Education  in  the  United  States 

Issue  Date:  November  25,  1991 
Closing  Date:  October  24,  1991 

SAVING  THE  PLANET: 
Environmentally  Advantaged  Technology 
for  Economic  Growth 

(In  association  with  the  World 

Resources  Institute) 
Issue  Date:  December  30,  1991 
Closing  Date:  November  18,  1991 


For  more  information,  please  contact: 
William  H.  DeGraff 
Director,  Special  Projects 
(212)  512-6012 

Or  your  local  Business  Week  representative. 


BusinessWeek 
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EDITED  BY  ROBERT  BUDERI  AND  FLEUR  TEMPLETON 

A  HOSPITAL  LIFT 

THAT'S  A  MINI-OPERATING  ROOM 


whisked  into  an  elevator 
and  off  to  intensive  care 
after  surgery.  But  what 
if  problems  arise  or  the 
lift  breaks  down?  South- 
west Texas  Methodist 
Hospital  has  an  answer. 

In  an  elevator  devel- 
oped by  some  of  the  San 
Antonio  hospital's  MDS 
and  Dover  Elevator  Co. 
in  Horn  Lake,  Miss.,  doc- 
tors can  treat  a  patient 
during  the  trip.  The  $220,000  lift  has  its  own  power  source  and 
a  host  of  life-support  devices,  including  monitors  and  a  cardiac 
defibrillator.  It  is  used  some  15  times  a  day  to  move  patients 
after  critical  surgeries — so  Southwest  says  it's  worth  the  cost. 

The  hospital  is  designed  to  function  during  a  nuclear  attack, 
so  operating  rooms  are  underground.  The  elevator  was  devel- 
oped for  Southwest's  new  wing,  because  federal  rules  now 
require  intensive  care  units  to  have  windows — meaning  that 
Southwest's  new  ICUs  can't  be  near  its  operating  rooms.  Dover 
says  30%  of  the  nation's  6,720  hospitals  have  operating  rooms 
and  ICUs  on  different  floors.  And  it  plans  to  start  marketing 
the  new  elevator  to  them  this  year. 
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t's  a  familiar  hospital 


NEW  TANKER  TECHNOLOGY 
MAY  BLOCK  THAT  LEAKY  OIL 


When  the  Exxon  Valdez  dumped  11  million  gallons  of 
crude  into  the  Gulf  of  Alaska  in  1989,  it  set  in  motion 
both  regulatory  and  research  efforts  aimed  at  minimizing  the 
environmental  damage  from  future  oil  spills.  Now,  Energy 
Transportation  Group  Inc.  in  New  York  has  unveiled  a  system 
that  it  claims  will  stem  the  flow  of  oil  from  ruptured  tankers. 

ETG's  System  for  Reduction  of  Oil  Loss  takes  advantage  of 
an  international  maritime  regulation  that  requires  the  1,000  or 
so  tankers  built  after  1979  to  have  segregated  ballast  tanks. 
Cargo-tank  sensors  indicate  when  the  oil  drops  below  a  set 
level.  About  30  seconds  after  the  alarm  sounds,  a  hydraulic- 
system  opens  a  valve  that  diverts  oil  from  the  cargo  hold  into 
the  empty  ballast  tanks.  ETG  claims  the  $1  million  system, 
which  has  so  far  been  tested  only  on  models,  will  cut  oil  flow 
from  a  ruptured  tanker  by  757'  to  907 .  The  company  is  betting 
that  the  U.  S.  Coast  Guard  and  the  International  Maritime 
Organization  will  soon  require  tankers  to  be  fitted  with  anti- 
spill  devices,  thus  ensuring  a  market  for  its  entry. 


GENERATING  ELECTRICITY 
OUT  OF  THIN  AIR 


Coming  from  people,  hot  air  is  to  be  avoided.  But  put  it  in  a 
balloon,  and  you  can  fly.  Now  comes  another  positive  use: 
generating  electric  power. 

On  Sept.  27,  the  Alabama  Electric  Cooperative  will  dedicate 
the  nation's  first  compressed-air  energy-storage  power  plant 
at  Mcintosh,  Ala.  Modeled  after  a  plant  in  Huntorf,  Germany, 
the  $65  million  facility  offers  a  way  to  handle  rising  peak 


demand  without  the  multibillion-dollar  cost  of  new  plants.  ©■ 
cause  big  plants  can't  ramp  up  or  down  as  the  day  goesB 
power  generated  at  night,  when  demand  is  lowest,  is  was! 
And  during  peak  periods,  such  as  summer  days,  there  is 
enough  juice  to  go  around.  In  the  new  plant,  air  is  pumped  iso 
an  underground  cavern  at  night,  when  power  is  abund;;t. 
Then,  when  demand  is  high,  the  air  is  withdrawn  and  hea» 
with  oil  or  natural  gas.  From  there,  it  goes  into  a  turb» 
where  it  expands  and  drives  an  electric  generator. 

Many  areas  of  the  country  have  geology  suitable  for  uncfe 
ground  air  storage,  says  Robert  Schainker  of  the  Elecl 
Power  Research  Institute,  an  industry  group  in  Palo  Aft 
Calif.,  that  helped  develop  the  Alabama  site.  At  least  12  ul 
ties  are  evaluating  sites  to  see  if  they  can  use  the  technoloB 


TEN  YEARS  LATER,  THE  LASER  DISK 
LEARNS  TO  RECORD 


When  Pioneer  Electronic  Corp.  brought  out  the  first! 
ser-videodisk  players  10  years  ago,  film  buffs  jumjB 
on  them,  but  ordinary  shoppers  balked.  Image  quality  vjfr 
excellent  because  laser  disks  pack  more  picture  elementsfi 
each  frame  than  videocassettes  do.  But  unlike  videocassettl 
lds  could  play  only  prerecorded  material.  A  decade  lati 
Pioneer  has  finally  taken  the  next  step:  a  model  that  cl 
record  moving  pictures. 

At  a  hefty  $30,000  and  only  32  minutes  of  recording  time  « 
disk,  so  far,  the  new  Laser  Recorder  won't  make  it  into  mal 
living  rooms.  But  it's  likely  to  attract  production  houses  til 
make  music  videos  or  companies  that  use  training  films.  1 
with  existing  LD  players,  users  can  scan  instantly  to  imadj 
anywhere  on  the  disk.  But  this  time,  Pioneer  has  introducecf 
dual-head  feature.  Once  the  desired  material  is  recorded,  t| 
heads  can  be  programmed  so  one  reads  a  particular  scene  I 
the  disk  while  the  other  seeks  out  a  different  image.  Tl| 
enables  film  editors  to  mix  and  match  scenes,  then  view  thJ 
in  sequence  as  though  they  had  been  spliced. 


BEEF  FAT:  BAD  FOOD 
BUT  GOOD  FUEL? 


more  people  turn 
ito  lean  cuts  of  meat 
in  today's  health-minded 
society,  beef  fat  is  be- 
coming a  waste  problem. 
Some  800  million  pounds 
are  generated  each  year 
in  Nebraska  alone.  This 
tallow  may  not  go  to 
waste  for  long,  however. 

University  of  Nebras- 
ka chemical  engineer 
Davis  Clements  wants  to 
expand  on  a  known 
chemical  reaction  to  pro- 
duce diesel  fuel.  The  process  is  remarkably  similar  to  soajl 
making — only  instead  of  mixing  fat  with  alkalis  such  as  socj 
urn  hydroxide,  the  tallow  is  mixed  with  methyl  alcohol  to  yiel 
fuel.  But  at  easy-to-work-with  temperatures,  the  reaction  I 
extremely  slow,  so  lab  tests  have  so  far  eked  out  only  smaj 
amounts  of  the  product.  Researchers  hope  to  speed  things  u| 
by  raising  temperatures  to  as  high  as  140  degrees  centigrac 
and  make  enough  to  test  in  an  engine.  If  that  goes  wel 
Clements  hopes  to  market  the  product.  He  says  tallow  produ! 
tion  could  fuel  half  of  Nebraska's  farm  vehicles. 
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Opening  Black  could  be  the  start  of 
something  beautiful. 


Ultimately  there's  Black. 
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F  ED  GAYLORD  IS  SO  PRIVATE, 
VHY  IS  HE  GOING  PUBLIC? 


GAYLORD  AT 
OPRYLAND:  HE 
BOUGHT  IT  AT  A 
BARGAIN  PRICE 
IN  '83 


stock  sale  may  help  him  rejuvenate  his  country  music  empire 


E 


dward  L.  Gaylord  may  be  a  media 
mogul,  but  he's  decidedly  media- 
shy.  Because  of  his  disdain  for  re- 
nters, Gaylord's  own  Oklahoma  City 
wspaper  was  forced  to  carry  stories 
om  a  Dallas  paper  during  his  unsuc- 
ssful  bid  to  buy  the  Texas  Rangers 
the  mid-1980s.  But  Gaylord's  low-pro- 
e  days  are  coming  to  an  end. 
Caught  with  more  debt 
an  he'd  like,  the  72-year- 
d  has  hired  First  Boston 
)rp.  to  take  part  of  his 
ist  holdings  public.  The 
fering,  which  could  come 
October,  includes  some 
country  music's  jew- 
s — the  Grand  Ole  Opry 
id  Opryland  USA  theme 
trk  and  hotel  in  Nashville 
id  the  Nashville  Network 
NN) — as  well  as  televi- 
on  and  radio  stations  and 
ible  systems. 
iying  time.  Why  is  Gay- 
rd  suddenly  stepping 
to  the  limelight?  After 
I  the  man  is  a  billionaire 
f  most  reckonings,  and 
s  debt  load  is  hardly 
'ushing.  Even  if  the  nor- 
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mally  reticent  Gaylord  were  willing  to 
talk,  he  can't,  because  of  a  government- 
mandated  quiet  period  before  the  stock 
sale.  The  obvious  rationale  for  moving 
swiftly  is  to  tap  a  recent  strong  market 
for  new  issues.  But  there  are  other  rea- 
sons Gaylord  is  subjecting  himself  to  the 
prying  eyes  of  outside  investors. 
At  the  heart  of  Gaylord's  dilemma  is 


GAYLORD'S  ENTERTAINING  MIX 


First-half  results  in  millions  of  dollars 

Revenues 

Operating  cash  flow* 

ENTERTAINMENT  GROUP  Opryland  USA 
music  theme  park,  Grand  Ole  Opry,  and 
1,891 -room  Opryland  hotel  in  Nashville 

$106.2 

$21.4 

CABLE  NETWORKS  The  Nashville  Network, 
with  54  million  subscribers,  and  67%  stake 
Country  Music  Television,  with  14  million 

,  72.3 

19.9 

BROADCASTING  Television  stations  in  Dal- 
las, Houston,  Milwaukee,  and  Seattle,  and 
three  radio  stations 

67.8 

4.4 

CABLE  SYSTEMS  Located  in  Los  Angeles 
area,  with  170,600  subscribers 

38.1 

14.1 

TOTAL 

284.4 

59.8 

*  Operating  cash  flow  is  operating  income  before  noncash  charges  for  depreciation  and 
amortization  expenses,  interest  expenses  paid  in  cash,  and  income  taxes 

DATA:  GAYLORD  ENTERTAINMENT  CO. 


his  near-legendary  asset- 
trading.  His  1983  pur- 
chase of  Opryland  for 
$250  million  ranks  as  one 
of  the  entertainment  in- 
dustry's better  bargains. 
Today,  analysts  estimate 
the  country  music  com- 
plex is  worth  between 
$600  million  and  $1  bil- 
lion. Gaylord's  timing 
also  was  impeccable 
when  he  unloaded  a 
Tampa  TV  station  for 
$365  million  in  1987,  near 
the  top  of  a  white-hot 
market.  And  he  saved 
nearly  $100  million  in 
capital-gains  taxes  by 
selling  the  station  to  a 
minority-owned  compa- 
ny. The  only  catch:  He 
had  to  roll  over  the 
proceeds  into  anoth- 
er media-related  pur- 
chase within  two 
years  to  preserve  the 
tax  break. 
With  this  deadline  looming  in  1989, 
Gaylord  uncharacteristically  stumbled. 
He  borrowed  money  and  paid  a  pricey 
$417.5  million  for  a  California  cable-TV 
company  that  serves  only  38.7%  of  po- 
tential subscribers,  compared  with  an  in- 
dustry average  of  59%.  It  may  eventual- 
ly prove  a  shrewd  investment,  if  the 
penetration  rate  can  be  upped  dramati- 
cally. But  cable-system  prices  have  since 
fallen  by  more  than  20%.  Worse,  with 
permanent  financing  hard  to  come  by  in 
the  ongoing  credit  crunch,  Gaylord  now 
has  $565.5  million  of  debt  on  his  books 
and  a  nervous  bank-lending  syndicate 
looking  over  his  shoulder.  No  wonder: 
Interest  expenses  of  $54.8  million  in  1990 
ate  up  46%  of  Gaylord  En- 
tertainment Co.'s  $119.3 
million  in  cash  flow,  up 
from  23%  in  1988,  the  year 
before  the  cable  purchase. 
Hefty  depreciation  and 
amortization  charges  for 
the  California  cable  sys- 
tem held  net  income  to 
$6.5  million  in  1990,  down 
from  $20.5  million  the  pre- 
vious year,  while  revenues 
climbed  18.8%,  to  $580.2 
million  from  $488.5  million. 

Family  considerations 
also  appear  to  have  played 
a  role  in  Gaylord's  decision 
to  go  public.  The  prelimi- 
nary prospectus  for  the  of- 
fering discloses  that  Gay- 
lord Entertainment  has 
paid  out  nearly  $30  million 
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in  cash  during  the  past  three  years  to 
buy  back  its  shares  from  Gaylord's  son 
and  daughter.  Even  Gaylord  himself 
picked  up  $5.1  million  from  a  similar 
1990  stock  sale.  Having  a  public  market 
for  shares  will  end  such  cash  drains. 

The  structure  of  the  deal  should  look 
attractive  to  Gaylord,  who's  really  not 
giving  up  any  control.  After  the  9-mil- 
lion-share  offering,  outside  investors  will 
hold  22%  of  the  firm's  equity  but  only 
5%  of  the  votes.  That's  because  Gaylord 
and  other  existing  stockholders  will  get 
five  votes  for  each  of  their  existing 
Class  B  shares.  Proceeds  from  the  offer- 
ing— expected  to  be  priced  at  about  $20 
a  share — will  be  used  to  pay  down  debt. 
"We'll  find  out  how  much  institutions 
are  willing  to  pay  for  Ed  Gaylord's 
knack  for  fattening  up  franchises  and 
selling  them,"  says  Bishop  Cheen,  senior 
analyst  at  Paul  Kagan  Associates,  a  fi- 
nancial research  firm. 

In  addition  to  soothing  bankers,  the 
stock  sale  will  give  Gaylord  Entertain- 
ment more  cash  to  reinvigorate  its  coun- 
try music  properties.  While  country  is 
currently  the  hottest  segment  of  the  $6.5 
billion  music  business,  industry  execu- 
tives question  whether  TNN  and  other 
Opryland  programs  are  showcasing 
best-selling  younger  artists  sufficiently. 
steady  diet.  To  be  fair,  hot  young  per- 
formers such  as  Garth  Brooks  and  Reba 
McEntire  are  featured  on  TNN.  But  with 
rumors  persisting  that  a  competing 
country  cable  channel  may  be  launched, 
TNN  is  still  groping  for  a  winning  pro- 
gram mix.  Gaylord's  purchase  in  Janu- 
ary of  a  controlling  stake  in  Country 
Music  Television  (CMT)  should  help 
bridge  the  generation  gap.  Much  as  MTV 
does  for  rock  fans,  CMT  offers  a  steady 
diet  of  music  videos  aimed  primarily  at 
younger  viewers.  But  CMT  is  carried  by 
only  257<  of  cable  systems.  Jimmy  Bow- 
en,  president  of  Thorn  EMI  PLC's  Capitol 
Nashville  record  label,  predicts  that  CMT 
won't  take  off  until  Gaylord  mimics  MTV 
and  agrees  to  help  underwrite  music  vid- 
eo productions.  "Looking  good  is  as  im- 
portant as  sounding  good,"  he  says. 

The  responsibility  for  managing  this 
change  rests  with  Opryland  boss  Earl 
W.  "Bud"  Wendell,  63.  Gaylord  is  nam- 
ing him  president  and  CEO  and  relocating 
the  corporate  headquarters  to  Nashville. 
Despite  his  41-year  tenure  with  the  com- 
pany, Wendell  knows  Gaylord  needs  to 
march  to  a  younger  beat.  But  don't  look 
for  Ed  Gaylord,  who  will  remain  chair- 
man, to  ease  into  retirement.  His  father 
actively  managed  the  business  until  he 
died  at  age  101  in  1974.  Few  who  know 
him  expect  Gaylord  to  slow  down  any- 
time soon.  But  he  may  have  to  get  used 
to  spending  more  time  in  the  spotlight. 

By  Chuck  Hawkins  in  Nashville 
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HEINZ'S  NEW  RECIPE:  TAKE 
A  DOLLOP  OF  DOLLARS . . . 


It  has  turned  from  cost-cutting  to  putting  big  bucks  into  marketin 


O'REILLY:  TRYING  TO  MAINTAIN  DOUBLE-DIGIT  GROWTH 


On  Sept.  11,  H.  J.  Heinz  Co.'s  top 
executives  assembled  for  a  regu- 
lar quarterly  meeting  that  soon 
took  an  unusual  turn.  Presiding  was  An- 
thony J.  F.  O'Reilly,  the  charismatic 
chief  executive  who  squeezes  earnings 
growth  out  of  Heinz  as  efficiently  as 
Heinz  squeezes  ketchup  from  tomatoes. 
This  day,  however,  the  notoriously  tight- 
fisted  O'Reilly  had  a  new  role.  Flush 
with  $221  million  from  the  sale  of  a  sub- 
sidiary, he  pored  over  the  marketing 
plans  of  each  business  and  began  to 
hand  out  the  cash.  He  told  his  managers 
to  spend  to  build  their  brands — and  fast. 
"It  was  the  first  time  I  got  what  I  asked 
for,"  says  William  R.  Johnson,  who  runs 
Heinz  Pet  Food  Products  Co. 

It's  little  wonder  Johnson  was  sur- 
prised. O'Reilly's  focus  has  long  been  on 
boosting  margins  by  cutting  costs  and 
improving  operating  efficiency  at  the 
plants  that  make  more  than  3,000  variet- 
ies of  ketchup,  baby  food,  and  pet  food. 
But  a  stagnant  domestic  food  industry 
and  cutthroat  competition  are  threaten- 
ing Heinz's  10-year  record  of  14%  annual 
earnings  growth.  Now,  O'Reilly  is  trying 


to  shift  from  cost-ci 
ting  to  spending 
marketing  to  boo 
sales  at  the  nation 
seventh-largest  fo 
processor. 

NO    SLACKER.    In  a 

Heinz  has  earmark* 
$650  million  for  mark* 
ing  this  year,  up  18 
from  fiscal  1991 — ai 
double  the  average  f 
previous  years.  Part 
the  money  will  go  to  tl 
venerable  ketchup  ar 
condiments  busines 
But  many  of  Heinz 
old-line  products  sue 
as  tomato  paste  an 
vinegar  are  virtual  cor 
modities  that  consur 
ers  increasingly  chooi 
by  price,  not  by  bran 
image.  That's  why  mo: 
of  the  money  will  go 
Heinz's  Weight  Watc 
ers,  Star-Kist  tuna,  an 
pet-food  businesse 
which  together  provide  about  30%-  of  th 
company's  $542  million  in  domestic  ean 
ings.  "This  year,"  vows  O'Reilly,  "Heir 
will  be  a  more  vigorous  competitor." 

Not  that  Heinz  was  exactly  a  slackt 
before.  Under  O'Reilly,  Pittsburgh-base 
Heinz  has  regularly  churned  out  recor 
earnings  and  revenues  thanks  to  sue 
cost-cutting  measures  as  a  tomato  cult 
vation  technique  that  cuts  water  use  b 
10%.  and  has  saved  the  company  $1  mi 
lion  over  the  last  two  years. 

But  all  the  cost-cutting  in  the  worl 
can't  make  consumers  eat  more  bake 
beans.  While  Heinz's  revenues  jumpe 
9.2  ,  to  $6.6  billion,  last  year,  th 
growth  was  fueled  by  favorable  currer 
cy  exchanges  from  its  international  bus 
ness,  which  yields  42%  of  revenues.  Uni 
sales  rose  only  1%.  In  the  first  quarte 
of  fiscal  1992,  sales  were  flat  and  ne 
income  fell  19%,  excluding  a  onetim 
gain  of  $221  million  from  the  sale  o 
Heinz's  Hubinger  Co.  corn-milling  unil 
"Obviously  it  was  disappointing,"  say 
William  F.  Maguire,  a  Merrill  Lynch  t 
Co.  analyst.  "Worse,  it  was  unexpected. 
O'Reilly  concedes  that  earnings  ii 
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both  the  second  and  third  quarters  will 
be  down  from  last  year,  too.  But  he  says 
Heinz  will  still  manage  to  meet  its  127< 
growth  target  this  year,  thanks  to  plant 
consolidations,  layoffs,  and  the  one- 
time gain  from  the  Hu- 
binger  sale. 

Maybe  so,  but  the 
only  excitement  around 
Heinz  in  these  past 
months  was  a  rumor  in 
August  that  the  compa- 
ny was  talking  with 
Philip  Morris  Cos.  about 
a  possible  merger.  The 
stock  jumped  187c,  to  47, 
before  the  rumor  died. 
The  stock  has  since  re- 
treated to  38.  Top  man- 
agement controls  19%  of 
Heinz  stock,  and  O'Reilly,  who  owns 
8%,  insists  Heinz  will  remain  solo. 

For  now,  Heinz  expects  to  prop  up  its 
brands  with  a  variety  of  advertising, 
coupons,  and  promotions  to  boost  unit 
volume.  The  company  declines  to  say 
how  much  it  will  spend  on  each  brand. 
But  plenty  of  brands  need  a  boost. 
Heinz's  Weight  Watchers  division  is  feel- 
ing the  heat  from  ConAgra's  Healthy 
Choice  and  Stouffer's  Lean  Cuisine  line 
of  diet  meals  (box). 

Another  target  of  O'Reilly's  market- 
ing push  is  the  company's  Star-Kist  tuna 


THE  PROFIT  PICKLE 
AT  HEINZ 


REVENUES 
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brand,  whose 
profits  last  year 
were  off  $30  million — 
more  than  50%.  The  problem: 
Star-Kist  stocked  up  on  tuna,  but 
a  big  catch  pushed 
prices  down.  Competi- 
tors such  as  Bumble 
Bee  and  Chicken-of-the- 
Sea  slashed  their  prices, 
forcing  Star-Kist  to  fol- 
low suit  to  preserve 
market  share. 
RETALIATION.  Heinz  is 
also  being  gnawed  in 
the  pet-food  depart- 
ment, which  contributes 
more  than  $700  million 
in  annual  revenues. 
Dog  food  remains 
strong.  But  the  com- 
pany's cat-food  busi- 
ness, which  accounts  for  more  than  40% 
of  pet-food  revenues,  has  been  skinned 
by  Alpo  Pet  Foods  Inc.'s  push  into  the 
feline  trade.  Alpo  has  used  coupons  and 
promotions  to  lure  away  market  share 
from  its  rivals.  In  January,  Heinz  actual- 
ly raised  prices  5%  on  its  9  Lives  brand, 
hoping  competitors  would  follow  suit.  In- 
stead, the  brand  lost  more  share.  Now  at 
17%,  market  share  for  9  Lives  has  fallen 
four  points  in  the  last  12  months. 
In  response,  Heinz  has  committed  a 


pi 
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big  chunk  of  the  Hubinger  proceedsso 
its  cat-food  business.  And  some  :l 
more  marketing  will  help — especi* 
since  9  Lives  still  enjoys  a  strong  bnd 
image.  "Morris  the  Cat  is  real,  and  tly 
still  have  a  good  share  of  a  multibillh- 
dollar  business,"  concedes  a  major  ri^i. 
Heinz  may  also  slash  its  cat-food  pria. 

Few  expect  Heinz's  marketing  pushJo 
provide  a  quick  fix,  however.  Kenn* 
A.  Shea,  who  covers  Heinz  for  Standi 
&  Poor's  Corp.,  says  sustained  improjs- 
ment  in  volume  growth  could  take  yea. 
"A  company  such  as  this  that  had  a  haji 
time  growing  volume  should  have  b(i 
moving  earlier,"  says  Shea.  For  now,  I 
says,  the  increased  marketing  spend:* 
and  the  price  cuts  for  some  brands  \1 
squeeze  profits.  So  Shea  thinks  Heini 
earnings  for  the  year  will  be  down  1* 

Not  so,  says  O'Reilly.  He  expects  1$ 
company  to  reap  the  rewards  of  its  nl 
spending  campaign  by  the  end  of  l| 
fiscal  year  next  May.  O'Reilly  has  ev<| 
incentive  to  be  right.  He  recently  sigr| 
a  lucrative  five-year  contract  that  § 
loaded  with  performance-related  bon|- 
es.  And  his  top  300  managers  earn  abet 
75%  of  their  annual  income  based  1 
performance  goals.  With  cash  like  tip 
on  the  line,  it's  little  wonder  the  t| 
cooks  are  tinkering  with  the  tried-aip 
true  recipe  at  Heinz. 

By  Maria  Mallory  in  Pittsbuvk 


WEIGHT  WATCHERS  TRIES  TO  WHIP  ITSELF  INTO  SHAPE 


For  years,  Weight  Watchers  was 
the  fat  cat  of  the  diet  set.  By 
offering  both  low-calorie  dishes 
and  weight-loss  classes,  Weight  Watch- 
ers swelled  into  a  billion-dollar  busi- 
ness for  parent  H.  J.  Heinz  Co. 

That  began  to  sour  in  1989,  however, 
when  a  raft  of  new  products  aimed  at 
nutrition-conscious  eaters  swept  into 
grocery  stores.  Leading  the  charge 
was  ConAgra  Inc.,  with  its  Healthy 
Choice  line  of  frozen  dinners.  Besides 
fewer  calories,  the  new  rivals  offered 
low-sodium,  low-cholesterol,  or  low-fat 
options.  Weight  Watchers  quickly  lost 
its  shape,  with  market  share  falling  to 
11%  from  a  high  of  14%  in  early  1990. 

Now,  the  company  is  undergoing  an 
overhaul.  Brian  Ruder,  Weight  Watch- 
er Food  Co.'s  new  president,  hopes  to 
forge  closer  links  between  his  food 
products  and  the  diet  classes  marketed 
by  Weight  Watchers  International. 
"We  weren't  promoting  our  products 
together  to  either  the  consumer  or  the 
retailer,"  he  says.  In  a  first,  Weight 
Watchers  is  selling  frozen  meals  in  its 
classes.  It  has  also  hired  Bethesda 


(Md.)  ad  agency  Earle  Palmer  Brown 
Cos.  to  tone  up  its  image.  And  it's  try- 
ing to  lure  more  dieters  with  more 
flexible  weight-loss  programs. 

With  200-plus  products,  Weight 
Watchers  still  carries  a  lot  of  heft  in 
the  supermarket.  And  membership  at 
its  classes  has  tripled  since  1978,  to 
about  750,000  a 


week,  each  paying 
$10  for  advice  and  support.  Overall,  the 
company  contributed  $1.6  billion  in  rev- 
enues and  some  $43  million  in  profits 
last  year  to  parent  Heinz. 

Ruder's  big  challenge  will  be  in  fro- 
zen entrees,  where  he  must  fight  off 
competitors  that  offer  more  than  just 


calorie-counting.  "The  word  'diet'  ha 
been  their  strength,"  says  E.  Micha< 
Moone,  president  of  Stouffer  Food 
Corp.,  which  markets  the  competin 
Lean  Cuisine  line.  "Today,  'diet'  ha 
almost  become  a  negative." 

Weight  Watchers  is  betting  on  th 
strength  of  its  diet  support  groups  an 
a  reformulated  line  of  low-sodium  an 
low-cholesterol  products  to  regain  los 
ground.  Says  Ruder:  "You  don't  ea 
Healthy  Choice  products  three  times 
day,  and  you  don't  get  help  in  Health 
Choice  classrooms."  Stephen  E 
Hughes,  head  of  marketing  and  sale 
at  ConAgra's  frozen  foods  unil 
agrees:  "That  loyal  user  in  th 
classroom  is  really  one  of  th 
things  that's  softened  the  blo\ 
a  bit." 

More  marketing  cash  wi 
help,  too.  But  rivals  are  readying  ne\ 
products  and  line  extensions.  So,  jus 
like  a  dieter  at  one  of  its  weight-los 
programs,  Weight  Watchers'  new  e1 
forts  will  take  time  to  show  results. 

By  Maria  Mallory  in  Pittsburgh,  wit 
Zachary  Schiller  in  Cleveland 
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AST  Premium  Exec™  386SX/25 
386SX  Processing  Power  ■  25  MHz  Speed  ■  True  80  MB  Hard  Drive 
■  4  MB  of  RAM  Standard  M  Over  3  Hours  of  Battery  Life 


Fasten  your  seatbelt.  AST  presents  the 
Premium  Exec  386SX/25,  the  very  first 
SX  notebook  powered  by  a  25  MHz  pro- 
cessor—the fastest  available. 

The  Premium  Exec  386SX/25  flies  at 
speeds  25%  faster  than  20  MHz  note- 
books—it's even  faster  than  systems 
with  hardware  cache.  So  it  cruises 
through  demanding  tasks  such  as 


Windows™  3.0  or  vertical  applications. 

Yet  the  Premium  Exec  386SX/25  is 
comparably  priced  to  less  powerful 
20  MHz  systems  from  other  manufac- 
turers. Once  again,  AST  offers  you  the 
highest  performance  and  quality 
without  the  high  price. 

For  more  information  or  the  dealer 
nearest  you,  call  1-800-876-4AST. 


AST  markets  products  worldwide,  outside  of  the  United  States 
and  Canada  call  AST  International  on  (7M|  727-9292  or  FAX  to 
(714)  727-8585  AST,  AST  logo  and  Premium  registered,  bxec 
trademark  AST  Research.  Inc  Copyright©  1991  AST  Research, 
Inc  All  rights  reserved 
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COMPUTER 

The  Power  Of  Choi 


AT&T  Electronic  Mail  Services. 

With  AT&T  Electronic  Mail  Services,  you 
no  longer  have  to  rely  upon  the  post  office, 
faxes,  messengers  or  interoffice  mail  to 
send  a  message.  Instead,  with  the  computer 
right  on  your  desk,  you  can  use  Electronic 
Mail  to  connect  with  even-one  you  need  to 
communicate  with  during  your  day.  And 
you  can  do  it  faster,  easier  and  more 
efficiently  than  you  ever  thought  possible. 

Since  Electronic  Mail  moves  information 
electronically,  it's  paperless.  It's  also  easy  to 
use— \ou  just  type  a  message,  address  it  and 
push  the  send  button.  And  that  same  button 
lets  you  send  information  to  hundreds  of 
recipients.  And  with  our  fax,  telex  and 
postal  delivery  options,  they  don't  even 
need  to  have  a  computer.  Nor  are  you 
limited  to  written  messages:  it's  just  as  easy 
t( )  send  spreadsheets  and  computer  files. 


How  to  teach  the  computer  on  your  desk  to  deli  n 


And  with  our  access  and  deliver}-  options. 
Electronic  Mail  is  compatible  with  the 
c<  immunication  systems  you  already  own. 

ATsT  Electronic  Mail  Services  is  just  one 
of  the  many  electronic  messaging  solutions 
offered  by  AT&T  EasyLink  Services. 
Together  they  can  answer  all  your  global 
communication  needs  and  help  you  see, 
hear  m&say  things  you  never  could  before. 

For  more  information  on  how  AT&T 
EasyLink  Services— the  worldwide  leader  in 
electronic  mail  services  — can  deliver  a  mail 
service  that  is  right  for  you.  call  your  account 
representative  or  AT&T  EasyLink  Services  at 
1 800  242-6005,  Dept.  6-tOO. ' 


AT&T 

EasyLink  Services 


SOFTWARE 
MADE  SIMPLE 

WILL  OBJECT-ORIENTED  PROGRAMMING  TRANSFORM  THE  COMPUTER  INDUSTRY 


While  at  engineering  school, 
Eric  Bergerson  learned  to 
write  computer  programs  the 
hard  way — line  by  bloody  line.  He  would 
spend  long  nights  tediously  outlining 
and  writing  lists  of  instructions  in  C,  a 
popular  but  rather  touchy  computer  lan- 
guage. A  single  typing  error  could  blow 
a  program  sky-high.  And  adding  new 
functions,  even  to  a  smoothly  running, 
well-understood  program?  That  could 
take  weeks  or  months  to  get  right:  Even 
the  best-made  programs  were  usually  so 
convoluted  that  a  seemingly  trivial 
change  could  screw  things  up.  "It  was 
gnarly,"  he  says. 

Programming  didn't  get  any  easier 
when  Bergerson  went  to  Shearson  Leh- 
man Hutton  Inc.  in  1988. 
Only  there  was  tons  more 
pressure  to  do  it  fast.  He  be- 
gan programming  Sun  Micro- 
systems Inc.  workstations  for 
equity  arbitrageurs  and 
found  that  almost  everything 
in  those  systems  needed  con- 
stant updating — from  the  de- 
tails of  transactions  and  trad- 
ing strategies  to  the 
customized  "look  and  feel" 
each  trader  wanted  for  his  or 
her  screen.  Writing  line  after 
line  of  computer  code,  Ber- 
gerson hit  all  the  same  snags 
he  had  encountered  at  school. 
Compounding  his  frustration, 
he  learned  that  down  the  hall 
in  capital  markets  another 
young  software  hotshot,  Alex 
Cone,  was  writing  many  of 
the  same  programs.  Wasn't 
there  a  better  way? 
•lego  blocks.'  There  sure 
was.  And  as  soon  as  Berger- 
son and  Cone  found  it,  they 
knew  that  for  them — and 
someday,  the  rest  of  the 
world — programming  would 
never  be  the  same.  Indeed,  at 


the  software  startup  they  now  head,  Ob- 
jective Technologies  Inc.,  programming 
seems  downright  juvenile:  Instead  of 
mucking  around  in  tangles  of  C  code — 
writing  arcane  statements  such  as 
print/  ("?cs/n",  curr  str) — they  mainly 
connect  boxes  on  the  screens  of  their 
NeXT  Computer  Inc.  workstations  and 
fill  in  blanks.  In  minutes,  they  have  in- 
dustrial-strength programs  that  run 
right  the  first  time  and  that  can  be  modi- 
fied without  brain  surgery.  Says  Berger- 
son, 27:  "I  showed  my  mother,  and  she 
said.  'You're  still  playing  with  Lego 
blocks,  like  when  you  were  a  kid!'  " 

What  they're  doing  is  object-oriented 
programming.  Some  say  it's  just  the  lat- 
est computer  buzzword,  like  artificial  in- 


WHAT  IS  AN  OBJECT? 


Software  objects  are  chunks  of  programming  and  data  that  can 
behave  like  things  in  the  real  world.  On  an  Apple  Macintosh  com- 
puter, for  example,  you  can  use  electronic  objects  called  file  folders 
and  file  cabinets  to  organize  pages  of  information — the  way  you 
would  in  the  physical  world. 

But  objects  can  be  applied  to  many  kinds  of  programs.  An  object 
can  be  a  business  form,  an  insurance  policy — or  even  an  auto  axle. 
The  axle  object  would  include  data  describing  its  physical  dimen- 
sions— and  programming  that  describes  how  it  interacts  with  other 
parts,  such  as  wheels  and  struts. 

A  system  for  a  human  resources  department  would  have  objects 
called  employees,  which  would  have  data  about  each  worker  and  the 
programming  needed  to  calculate  salary  raises  and  vacation  pay,  sign 
up  dependents  for  benefits,  and  make  payroll  deductions.  Because  ob- 
jects have  "intelligence" — they  know  what  they  are  and  what  they 
can  and  can't  do — objects  can  automatically  carry  out  tasks  such  as 
calling  into  another  computer,  perhaps  to  update  a  file  when  an  em- 
ployee is  promoted. 

The  biggest  advantage  is  that  objects  can  be  reused  in  different 
programs.  The  object  in  an  electronic-mcil  program  that  places  mes- 
sages in  alphabetical  order  can  also  be  used  to  alphabetize  invoices. 
Thus,  programs  can  be  built  from  prefabricated,  pretested  building 
blocks  in  a  fraction  of  the  time  it  would  take  to  build  them  from 
scratch.  Programs  can  be  upgraded  by  simply  adding  new  objects. 


telligence  was  a  decade  ago.  They  » 
diet  that  like  artificial  intelligent 
object-oriented  programming  will  • 
spawn  a  distinct  new  set  of  products  lib 
will  be  a  technique  added  to  convention 
software. 

But  unlike  artificial  intelligence,  whl 
promised  the  fascinating  but  far-out  el 
cept  of  computers  that  "think,"  objl 
technology  has  an  immediate,  practil 
payoff.  Already,  it's  helping  the  compl 
er  industry  with  its  most  daunting  chl 
lenge:  making  software  easier  to  creal 
simpler  to  use,  and  far  more  reliable! 

That's  a  tall  order.  While  compui 
hardware  has  made  enormous  stridl 
software  has  been  largely  mired  in  I 
past.  Every  two  years  or  so,  a  new  gi 
eration  of  microprocessl 
chips  arrives  and  doub* 
hardware  performance,  ll 
no  such  breakthrough  has  f 
curred  in  software.  For  t| 
most  part,  programmers  c<| 
tinue  to  cobble  together  scl 
ware  at  a  painfully  slow  ral 
As  a  result,  corporate  pr 
gramming  departments  a 
frequently  a  year  or  more  | 
hind.  And  computer  maka 
and  software  suppliers  ofn 
miss  software  shipment  dat 
by  months. 

big  plans.  The  bottom  lii 
For  lack  of  software,  ma 
of  the  advances  in  compui 
hardware  go  untapped.  T 
software  gap — yawning  w 
er  every  year — is  one  reasl 
for  slow  growth  in  compulj 
sales.  Object  programmir] 
however,  "will  get  the  indij 
try  out  of  the  rut  we're  ii 
says  Philippe  Kahn,  preside! 
of  Borland  International  Irj 
Kahn  and  object  techn 
ogy's  many  other  boostt 
predict  that  it  will  do  for  so1 
ware  what  the  microchip  h 
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THE  OLD  WAY... 


...THE  NEW  WAY 


CONFUSION 


can  begin  even  before  programming  does.  As  in 
the  party  game  Telephone,  the  description  of 


what  a  program  should  do  is  retold  many  times.  By  the  time  it's 
translated  into  a  series  of  commands  that  the  computer  "under- 
stands," the  original  idea  is  easily  distorted. 


HANDCRAFTING  Proararns  can  he|p  wrin9 extra  sPeed 

^mbbhmmwbmmbmbi  from  a  system.  But,  usually,  such  one-off 
work  can't  be  reused  in  other  programs.  That  has  kept  software 
writing  a  quirky  craft,  rather  than  the  modern  manufacturing  pro- 
cess it  should  be. 


■■■■ 


BREAKDOWNS  C<3n  '=>e  a  d'saster  w'fn  handcrafted  pro- 
■■■■■■■■■■■■i  grams.  Often,  only  the  programmer  who 
wrote  it  knows  how  it  works.  Worse,  "spaghetti  code"  can  snake 
through  a  system,  so  altering  one  part  of  a  program  can  have  di- 
sastrous results  elsewhere. 


UNDERSTANDING  how  to  design  a  Proo-ram  is  easier  be- 

■■■■■H^BH^nHH  cause  objects  can  correspond  to  real- 
world  entities.  If  management  wants  to  automate  order  taking,  an 
order-slip  object  can  be  written  to  replicate  the  real  thing,  with 
spaces  for  address,  quantities,  prices,  etc. 


REUSING  so^ware 's  Poss'ble  when  objects  are  created  ac- 
mmmmbw  cording  to  precise  rules.  As  long  as  objects  conform 
to  standards  for  how  they  should  communicate  and  interact  with 
one  another,  it's  possible  to  reuse  old,  reliable  objects  in  new  pro- 
grams. That  saves  time  and  money. 


REPAIRING  C"1C'  uPdat'n9  Pro9rams  based  on  objects  is  sim- 
^mhmmm  pie.  Objects  isolate  program  functions  from  each 
other,  so  that  a  change  in  one  doesn't  disrupt  the  program  else- 
where. Entire  objects  can  be  swapped  out  for  new  ones,  without  re- 
working the  rest  of  the  program. 


ER  STORY 
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done  for  hardware.  Instead  of  micro- 
chips, the  software  revolution  will  be 
built  on  so-called  objects — simple,  self- 
contained,  reliable  software  components 
(box,  page  92).  Like  the  microprocessor, 
object  technology  has  the  potential  to 
radically  change  the  economics  of  the 
business — and  not  just  in  the  $30  billion 
packaged-software  industry.  In  an  era 
when  hardware  is  a  commodity  and  soft- 
ware is  the  key  competitive  technology, 
computer  makers  that  exploit  object-ori- 
ented software  best  are  likely  to  domi- 
nate the  computer  industry  itself. 

If  you  doubt  that,  consider  the  pend- 
ing collaboration  between  IBM  and  Apple 
Computer  Inc.  These  blood  rivals 
stunned  the  industry  last  summer  by  an- 
nouncing that  they  will  work  together. 
Their  plans  remain  sketchy,  but  a  key 
goal  will  be  to  create  a  system  for  ob- 
ject-oriented programming  that  will  set 
a  standard  in  the  next  decade — and 
thereby  seize  control  of  the  industry 
from  Microsoft  Corp. 

Object-oriented  technology  also  fig- 
ures prominently  in  the  plans  of  William 
H.  Gates  III,  Microsoft's  chairman.  In 
his  view,  every  image,  graph,  or  snippet 
of  a  road  map  will  be  stored  in  the  com- 
puter as  an  object.  The  goal,  says  Gates, 
is  "information  at  your  fingertips" — the 
ability  to  seek  out,  compile,  and  summa- 
rize information  from  myriad  electronic 
souces  without  having  to  know  where 
any  of  it  comes  from. 

Hoping  to  lead  yet  another  technology 
movement,  Steven  P.  Jobs  has  been  pur- 


'IF  MY  5-YEAR-OLD  KID  CAN  USE  IT, 
I  CONSIDER  IT  GOOD' 

BJARNE  STROUSTRUP  AT&T  BELL  LABORATORIES 


suing  object-oriented  technology  ever 
since  he  launched  NeXT  Inc.  The  NeXT 
workstation,  introduced  three  years  ago, 
comes  complete  with  an  object-oriented 
programming  language  and  a  library  of 
100  objects  that  handle  such  common 
tasks  as  printing,  displaying  information 
in  windows,  and  handling  electronic 
mail.  It  has  become  a  favorite  among 
software  developers.  Object  program- 
ming, says  Jobs,  "is  the  first  real  techno- 
logical shift  we've  had  in  the  industry 
since  the  Macintosh." 
infinitely  reusable.  The  key  break- 
through in  object  technology  is  the  abili- 
ty to  build  large  programs  from  lots  of 
small,  prefabricated  ones.  That's  possi- 
ble because  objects  completely  change 
the  traditional  relationship  between  pro- 
grams and  data,  which  have  been  strict- 
ly segregated  for  40  years.  As  the  old 
term  "data  processing"  implies,  pro- 
grams ordinarily  act  on  data — simple 
lists  of  numbers  or  customer  names,  for 
example.  An  object,  in  contrast,  encapsu- 
lates programs  and  data  in  one  self-con- 
tained unit,  which  fully  describes  some 
real-world  entity. 

Think  of  the  way  an  Apple  Macintosh 
handles  a  page  of  information.  The  page 
on  the  screen  is  a  rudimentary  object.  It 
has  data — words,  numbers,  and 
graphs — and  also  the  programming  that 


lets  it  behave  like  a  rT 
page.  Using  your  moig, 
you  can  pick  it  up,  movcl- 
file  it,  copy  it,  or  em 
throw  it  away. 

This  simple  idea  provi* 
tremendous  benefits.  S(fe 
ware  objects  can  be  bm 
to  represent  just  abcl 
anything — from  an  it- 
stract  concept,  such  asl' 
insurance  policy,  to  a  s% 
cific  thing  or  person,  sill 
as  Duke  Ellington,  Ami 
can  composer  and  mil 
cian,  1899-1974.  More  ft 
portant,  objects  can  e 
created  that  perform  cf 
tain  common  tasks — sol- 
ing,  for  example.  Once  pa 
fected,  such  objects  m 
infinitely  reusable,  so  pi 
grammers  don't  have  to  e 
invent  the  wheel  eveH 
time.  Brad  Cox,  who  crefi 
ed  Objective  C,  the  pi 
gramming  language  tm 
comes  with  NeXT  machinfe 
predicts  that  object  te« 
nology  will  be  as  big  1 
advance  for  the  Inforni 
tion  Age  as  Eli  Whitney 
invention  of  interchange 
able  musket  parts  was  I 
the  Industrial  Age. 
But  software  components  are  mcB 
than  interchangeable  cogs.  Becaui 
they're  made  of  programming  and  das 
they  "know"  what  they  are  and  h(B 
they  behave.  An  object  called  Payd» 
for  instance,  can  automatically  chel 
with  an  object  called  Employee  Rostijj 
note  any  resignations  or  retirement 
then  call  over  to  another  object  calll 
Payroll  and  give  it  a  list  of  checks  1 
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'THE  FIRST  REAL  TECHNOLOGICA 
SHIFT  SINCE  THE  MACINTOSH"  j 

STEVEN  P.  JOBS   NeXT  INC. 


I  at — all  without  human  intervention. 
|  Jsing  reusable  blocks,  instead  of  writ- 
from  scratch,  makes  programming 
faster  and  produces  finished  soft- 
j  re  that  is  more  reliable  and  easier  to 
late.  Reusability  alone  is  expected  to 
I  e  businesses  a  huge  boost  in  pro- 
I  unmer  productivity  (box)  because 
j  ntually,  only  unique  new  functions 
j  I  need  to  be  written  from  scratch. 
I  difying  programs  is  also  easier, 
ten  NeXT  wanted  to  give  its  worksta- 


tions the  ability  to  send  faxes,  for  in- 
stance, it  didn't  have  to  write  fax  code 
into  each  program.  It  just  added  the  fax 
programming  to  the  workstations'  Print 
object.  Since  all  NeXT  programs  use  that 
object,  they  were  all  instantly  upgraded 
to  communicate  by  fax. 

For  ordinary  computer  users,  objects 
mean  PCs  that  are  far  easier  to  use  than 
today's  most  "user-friendly"  machines. 
Indeed,  when  Xerox  Corp.'s  Palo  Alto 
Research  Center  (PARC)  began  looking 


into  object-oriented  software  in  the. 
1970s,  one  of  its  goals,  literally,  was  to 
design  a  system  so  simple  a  child  could 
use  it.  Twenty  years  later,  object-based 
technology  promises  to  make  computers 
easy  enough  for  adults  to  use.  "If  my 
5-year-old  kid  can  use  it,  I  consider  it 
good,"  says  Bjarne  Stroustrup,  an  AT&T 
Bell  Laboratories  computer  scientist 
who  invented  the  most  popular  object 
programming  language,  C++. 
A  good  example  of  how  objects  can 


AT  HP  THESE  DAYS,  OLD  SOFTWARE  NEVER  DIES 


I  s  a  $13  billion-a- 
m  year  maker  of  com- 
puters,  laser  print- 
's, calculators,  medical 
'stems,  and  electronic 
st  gear,  Hewlett-Packard 
).  produces  gobs  of  soft- 
are  every  year  About 
i%  of  its  research  and  de- 
ilopment  funds  and  per- 
>nnel  are  devoted  to  pro- 
•amming  and  improving 
e  software-creation  pro- 
•ss.  Several  years  ago, 
fs  top  engineers  realized 
at  they  could  get  a  tre- 
endous  productivity 
jost  if  they  could  some- 
>w  reuse  old  chunks  of 
iftware  in  new  prod- 

|  :ts — thus  reducing  the 
;ed  to  write  new  soft- 
are  from  scratch  for  ev- 
y  new  computer  or  heart 

j  onitor.  Since  then,  a  soft- 
are  revolution  has  been 

j  lietly  brewing  at  the  Sili- 

I  m  Valley  giant. 

;  The  leader  of  the  move- 
ent  is  Martin  Griss,  a  cherubic  South 
frican  who  has  proclaimed  himself 
P's  "reuse  rabbi."  He  figures  that  if 
P  really  gets  serious  about  recycling 
3  software,  the  company  can  save  a 
10I  $100  million  annually. 
uality  and  savings.  So,  when  he's 
)t  pursuing  his  hobby,  what  he  calls 
object-oriented  painting,"  Griss 
tends  much  of  his  time  shuttling 
nong  HP's  many  software  facilities 
•ound  the  world.  There,  he  encour- 
?es  engineers  to  consider  reusing 
iftware  at  the  start  of  every  pro- 
•amming  project.  That  means  looking 
ir  useful  chunks  of  software  that  al- 
;ady  exist  in  other  parts  of  HP  and 
^signing  new  bits  of  software  in  such 
way  that  others  can  easily  use  them, 
rogramming  groups  can  try  whatever 
chniques  they  want,  but  Griss  advo- 
ites  a  gradual  shift  to  object-oriented 
ethods,  because  they  offer  the  great- 


'WE'RE  NOT  DRIVING  PEOPLE  TO  USE  OBJECTS.  WE'RE 
TAKING  ONE  BITE  AT  A  TIME' 

MARTIN  GRISS   HEWLETT-PACKARD  CO. 


est  potential  for  reuse.  "We're  not 
driving  people  to  use  objects,"  says 
Griss.  "We're  taking  one  bite  at  object- 
oriented  [programming]  at  a  time." 

The  reuse  message  seems  to  be  get- 
ting through.  One  good  example  is  a 
massive  manufacturing  program  that 
helps  HP  customers  keep  tabs  on  their 
inventory  and  factory  operations.  Griss 
helped  persuade  programmers  in  four 
different  HP  divisions  to  swap  preused 
software  with  each  other  instead  of 
creating  everything  from  scratch. 
Turns  out  the  programmers  were  able 
to  take  40%  of  their  software  from  ex- 
isting programs.  That  translates  into 
savings  of  15%  in  development  costs, 
says  Griss.  And,  because  used  soft- 
ware doesn't  need  as  much  tinkering, 
he  estimates  that  maintenance  costs 
will  be  less  than  half  what  they  would 
be  for  virgin  code.  Better  still,  the 
quality  went  up — from  four  defects 


per  1,000  lines  of  code  to 
only  four  per  10,000  lines. 

Another  standout  suc- 
cess is  CareVue  9000,  a 
network  of  workstations 
that  helps  nurses  record 
and  manage  patient  infor- 
mation. HP's  programmers 
faced  an  enormously  com- 
plex task:  The  system 
would  have  to  anticipate 
every  hospital's  unique 
record-keeping  and  medi- 
cal procedures.  "The  last 
thing  [the  system]  should 
do  is  dictate  one  way  of 
doing  things,"  says  Robert 
Seliger,  system  architect 
at  HP's  clinical-informa- 
tion-systems operation. 

'ROLL  THEIR  OWN.'  So  his 

team  chose  an  object- 
based  design  that  would 
let  each  hospital  mold  and 
extend  CareVue  to  its  spe- 
cific needs.  Objects  "let 
the  hospitals  roll  their 
own"  software,  Seliber 
says.  For  example,  they 
can  create  data-entry  forms  that  look 
just  like  the  paper  ones  their  nurses 
have  always  used.  But  the  electronic 
objects  work  better  because  the  pro- 
gram can  easily  adapt  to  the  types 
of  treatments  in  which  each  hospital 
specializes. 

Despite  these  successes,  Griss  says 
that  he  still  often  encounters  reluc- 
tance among  HP  engineering  groups  to 
buy  his  message.  "The  impediments," 
he  says,  "are  social  more  than  techni- 
cal." Engineers  sometimes  feel  they 
should  be  paid  more  for  the  extra  work 
that's  needed  to  make  software  mod- 
ules that  can  be  used  by  others.  More- 
over, they  often  don't  think  to  look  for 
prewritten  components  until  it's  too 
late.  But  Griss  is  there,  as  he  puts  it, 
"to  let  people  know  there's  good  stuff 
in  the  library."  A  reuse  rabbi's  work  is 
never  done. 

By  John  W.  Verity  in  New  York 
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It  simply  works  better. 


THE  TECHNOLOGY  IS  AN  ADVANCE  AKIN  TO 
THAT  OF  INTERCHANGEABLE  MUSKET  PARTS 

BRAD  COX   OBJECTIVE  C  CREATOR 


make  PCs  easier  to  operate  is  multimedia 
software,  which  gives  computers  the 
ability  to  manipulate  snippets  of  video 
and  sound.  In  a  package  called  Macro- 
mind  Director,  by  pointing  to  an  icon 
that  represents  a  VCR,  you  can  retrieve 
still  pictures  or  even  film  clips  from  com- 
puter files.  The  VCR  object  works  much 
like  the  real  thing:  Select  the  "cassette" 
with  the  images  you  want,  hit  rewind  or 
fast  forward,  and  locate,  say,  a  clip  of 
the  Hindenburg  crash.  Hit  record,  and 
copy  the  clip  into  your  quarterly  earn- 
ings presentation. 

like  life.  Such  multimedia  tricks  are 
only  the  glitzy  surface  of  object-oriented 
programming.  A  more  intriguing  possi- 
bility is  software  that  does  a  much  bet- 
ter job  of  simulating  how  a  business 
works  than  spreadsheets  and  data  bases 
can.  Businesspeople  "want  to  describe 
information  in  more  general,  real-world 
terms  and  create  a  full  simulation  of 
what  they  think  is  going  on,"  says  Adele 
Goldberg,  a  former  Xerox  PARC  re- 
searcher and  now  president  of  Parc- 
Place  Systems,  a  maker  of  object-based 
software. 

Three  years  after  Bergerson  and  Cone 
left,  Shearson  Lehman  Brothers  Inc.  has 
bought  into  object  technology  and  is 
building  software  that  simulates  its  busi- 
ness. It  has  Account  objects,  represent- 
ing customers,  Contract  objects  to  man- 
age agreements  between  parties,  and 
Security  objects  that  describe  the  prop- 
erties of  stocks,  bonds,  or  options.  An 
Account  can  enter  into  a  Contract  to  buy 
a  Security — just  as  in  life.  "It's  more 


toward  the  reality  of  what's 
actually  happening,"  ob- 
serves Shearson  Vice-Presi- 
dent Frank  Filippis. 

Once  objects  have  been 
built  and  tested,  it's  fairly 
simple  to  clone  them  for 
new  products  or  services. 
Now,  when  Lehman  wants 
to  sell  a  new  type  of  securi- 
ty, the  programmers  just 
tell  the  computer  the  special 
attributes  of  this  new  instru- 
ment. The  Security  object 
then  automatically  gives 
.  -m  birth  to  a  program  that  in- 
iPf  mm  herits  all  its  generalized 
I  traits,  plus  the  unique  new 
attributes.  "We  can  model 
all  types  of  securities  this 
way,"  says  Filippis. 

The  upshot  is  a  system 
that  can  keep  up  with  busi- 
ness changes.  At  Unum  Life 
Insurance  Co.,  for  example, 
whenever  a  state  regulation 
changed  in  the  past,  pro- 
grammers for  the  Portland 
(Me.)-based  insurer  had  to 
scramble.  But  now,  using  objects,  they 
can  do  such  updates  in  one-third  the 
time — and  create  software  that's  far 
more  usable  by  nontechies,  says  Barby 
Muller,  a  technology  manager.  In  some 
cases,  "instead  of  the  programmers,  the 
business  people  can  make  changes  to  the 
software,"  she  says. 

Another  big  benefit:  By  building  pro- 
grams from  prefab  objects,  you  avoid 
the  kind  of  "spaghetti"  code  that  pro- 
grammers commonly  use  to  patch  new 
functions  onto  old  systems.  These  little 
programs  can  make  software  mainte- 
nance— usually  the  biggest  cost  in  run- 
ning a  computer  center— a  nightmare. 
Brooklyn  Union  Gas  Co.  recently 
scrapped  a  13-year-old  customer  infor- 
mation system  on  its  mainframe  that 
had  become  so  huge  and  inflexible  that 
the  company  couldn't  respond  to  the 
needs  of  its  1  million  customers.  With 
Andersen  Consulting,  it  created  an  ob- 
ject-based program  that's  40%  smaller 
yet  does  more.  And  the  company  expects 
it  to  last  20  years — on  a  fraction  of  the 
old  maintenance  budget. 

Such  success  stories  are  attracting 
more  converts.  In  a  recent  survey  by 
researcher  International  Data  Corp.,  70% 
of  large  U.  S.  corporations  said  they  are 
programming  with  objects  or  plan  to  do 
so  soon.  The  main  motivator?  Money. 
Shearson's  Filippis  claims  that  his  group 
has  cut  30%  from  development  costs.  He 
reckons  the  company  could  save  millions 
more  if  every  department  shared  a  cen- 
tral object  library. 

Hard  to  imagine  that  a  single  techni- 


cal advance  can  do  all  this — drasticty 
improve  programmer  productivity,  cf 
ate  more  reliable  software,  and  ge 
computers  a  childlike  simplicity?  Sural, 
there  must  be  a  catch.  There  are  seveifcj 
Among  the  most  formidable:  It  taU 
a  lot  of  careful  planning  to  cre# 
objects.  Software  designers  not  om 
have  to  figure  out  what  each  build™ 
block  should  do  but  they  also  mj&i 
anticipate  how  each  will  work  with  thm 
sands  of  other  objects.  "It  takeslj 
lot  of  engineering  to  make  things  lck 
simple  and  easy,"  warns  Stroustrupfi 
Bell  Labs. 

project  pink.  An  even  bigger  obstaB 
may  be  standards.  The  big  payoff  fr# 
object-oriented  software  will  come  wra 
there  are  common  ways  to  shuttle  m 
jects  between  different  computers.  1 
that  end,  more  than  160  computer  al 
software  makers  and  customers  ha 
joined  the  Object  Management  Groii 
Its  goal  is  to  create  an  electronic  syst« 
to  distribute  software  objects,  such  m 
multimedia  documents,  across  a  ni 
work,  regardless  of  the  type  of  compi 
ers  that  are  on  it.  Digital  Equipmel 
Sun,  and  Hewlett-Packard  are  now  eft 


98  BUSINESS  WEEK/SEPTEMBER  30.  1991 


BUSINESSPEOPLE  WANT  TO 
CREATE  A  FULL  SIMULATION' 

AOCUE  GOiOSESC  PARC-PLACE  SYSTEMS 


F  R  A  N  K  L  I  Nl 


College 


For  most  people  (even  famous  ones),  there's  no 
way  around  it:  The  rising  spiral  of  college  costs 
demands  that  you  start  planning  now. 

Call  your  investment  advisor  or  Franklin 
today  and  ask  about  Franklin's  College  Costs 
Planner. 

1-800-DIAL  JOE,  Ext.  798 


Investing  in  a  Franklin  fund  does  not  guarantee  that  college  costs 
will  be  met. 

This  advertisement  is  a  paid  endorsement. 


I  would  like  a  free  copy  ol  Franklin's  College  Costs  Planner  and  a 
prospectus  containing  more  complete  information,  including  charges 
and  expenses    I  will  read  it  carelulh  before  I  invest  01  semi  mone) 


I  am  currently  a  Franklin  shareholder. 


Name 


Addr 


City/State/Zip 


Franklin   Distributors,  Inc 

777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


Member  $50  Billion  Franklin  Group  of  Funds 


BWK91 
798 


laborating  to  produce  the  software. 

Meanwhile,  the  Apple-IBM  camp  is 
working  furiously  to  create  a  standards- 
setting  object-oriented  operating  sys- 
tem— the  basic  program  that  runs  a 
computer.  That  effort,  say  industry- 
watchers,  will  be  based  on  Pink,  an  ob- 
ject-oriented system  under  development 
at  Apple.  It  also  will  include  technology 
that  IBM  acquired  with  the  purchase  of 
Metaphor  Computer  Systems,  a  soft- 
ware company  headed  by  David  E.  Lid- 
die,  another  Xerox  PARC  alumnus. 

Companies  that  will  compete  with  the 
IBM-Apple  alliance — Sun  Microsystems, 
Microsoft,  and  NeXT — argue  that  it's  not 
necessary  to  build  an  all-new  operating 
system  to  deliver  the  benefits  of  object- 
based  software.  "That's  not  a  very  real- 
istic scenario,"  says  Gates,  who  plans  to 
slowly  add  object-based  technology  to 
Microsoft's  operating  systems. 
'BLOATWARE.'  Liddle  contends  that  with- 
out an  object-oriented  operating  system, 
customers  won't  realize  the  efficiencies 
inherent  in  the  new  technology.  Worse, 
they'll  be  stuck  with  poor  applications 
programs — what  he  calls  "bloatware." 
These  are  aging  packages  to  which  hun- 
dreds of  features  have  been  added  to 
make  them  "new"  and  "improved" — but 
almost  impossible  to  master.  A  better 
idea,  he  says,  would  be  to  make  nifty 
new  features  freestanding  objects,  easi- 
ly accessed  by  any  program.  Such  com- 
mon objects  may  even  be  included  with 
the  operating  system  that  IBM  and  Apple 
are  building. 

Eventually,  a  whole  new  way  of  sell- 
ing software  may  emerge.  In  a  market 
of  interchangeable,  plug-and-play  ob- 
jects, you  might  shop  for  pieces  sepa- 
rately and  compile  your  own  custom 
software.  Chunks  of  programs  may  be 
sold  like  hardware  components.  "You 
can  walk  into  a  Radio  Shack  and  buy  a 
chip  or  circuit  that  does  a  specific  func- 
tion," says  Chuck  Duff,  founder  of 
Whitewater  Group,  which  makes  pro- 
grams to  write  object-oriented  software. 
"That  needs  to  happen  for  software." 

How  quickly  object  technology  will 
sweep  the  industry  is  anybody's  guess. 
Certainly,  it's  catching  on  with  software 
makers  and  big  corporations,  who  hope 
to  make  programming  simpler  and 
cheaper.  But  will  it  fundamentally  alter 
the  computer  business,  as  some  observ- 
ers predict?  Maybe.  "The  entire  soft- 
ware environment  needs  a  face-lift," 
notes  Edward  J.  Zander,  president  of 
Sun's  SunSoft  subsidiary.  Object  tech- 
nology by  itself  may  not  be  the  cure  to 
slow  growth,  but  it  looks  like  a  good  bet 
for  painting  a  happier  face  on  the  com- 
puter industry. 

By  John  W.  Verity  and  Evan  I.  Schwartz 
in  Neiv  York,  with  bureau  reports 


ARE  TODAY'S  TINY  STARTUPS 
TOMORROW'S  SOFTWARE  TITANS? 


lot  so  long  ago,  a  technology 
called  the  relational  data  base 
I  was  languishing  in  deep  academ- 
ic obscurity.  And  Oracle  Systems  Corp., 
a  West  Coast  startup  among  the  first  to 
sell  such  software,  was  a  computer-in- 
dustry nobody.  Then,  almost  overnight, 
in  the  early  1980s,  relational  was  hot. 
And  by  last  year,  Oracle  had  grown  to 
be  one  of  only  three  software  companies 
to  reach  $1  billion  in  annual  sales. 

It's  a  success  saga  well  known  to  a 
half-dozen  gangly  software  upstarts  that 
are  aiming  to  outdo  Oracle.  Their  "object 
bases,"  data-base  programs  built  on  ob- 
ject-oriented concepts, 
may  be  a  giant  step  up 
from  relational  technol- 
ogy, and  the  latest 
stage  in  getting  ma- 
chines to  store  and  re- 
trieve information  effi- 
ciently. The  products 
need  work,  and  they 
won't  kill  off  relational 
data  bases  any  time 
soon.  But  venture  capi- 
talists have  been  pump- 
ing millions  into  the 
technology.  And  cus- 
tomers are  beginning 
to  take  it  seriously. 

RELATIONSHIPS.  The 

startups  are  counting 
on  delivering  superior 
performance  for  highly 
complex  jobs.  The  first 
"flat  file"  data-base 
programs,  in  the  1960s, 
placed  data  in  long 
streams  of  numbers 
and  letters.  You  could 
easily  look  up  one  bank 
customer's  balance,  but 
it  could  take  many  searches  to  locate  all 
customers  with  balances  over  $10,000. 
Relational  data  bases  organize  data  in 
rows  and  columns,  like  statistics  on  a 
baseball  card.  By  reading  down  rows  or 
across  columns,  the  computer  quickly 
spots  useful  relationships — such  as  how 
many  players  who  hit  more  than  30  home 
runs  also  stole  at  least  30  bases. 

But  object  bases  take  data  retrieval 
even  further,  storing  complex  informa- 
tion that  won't  fit  into  columns  and 
rows.  So  a  computer  can  catalog  things 
such  as  3-D  images,  sound  recordings, 
and  photographs.  Moreover,  nontechies 
can  use  object  bases  without  learning 


ica. 


THE  NEW 
DATA-BASE  RACE 

INNOVATIVE  SYSTEMS  Spe- 
cializes in  investment  banking 
applications       Founded:  1981 

OBJECT  DESIGN  Targeting  elec 
tronic  design.  Marketing  deal 
with  Computervision 

Founded:  1988 

OBJECTIVITY  Marketing  pact 
with  Digital  Equipment 

Founded:  1988 

ONTOS  Customers  are  AT&T, 
General  Dynamics 

Founded:  1985 

SERVIO  Owned  by  Indonesian 
investors.  Marketing  pact  with 
IBM  Founded:  1982 

VERSANT  Pursuing  manufac- 
turing control  and  design  jobs 

Founded:  1988 

DATA:  COMPANY  REPORTS. 
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arcane  software  code.  British  AerospJ 
Ltd.  uses  an  object  base  from  Ontos  II 
in  Burlington,  Mass.,  to  model  the  el 
trical  wiring  system  for  a  military  J 
craft.  For  each  of  20,000  wires,  the  objl 
base  keeps  a  schematic  drawing,  billl 
materials,  manufacturing  informatiJ 
and  other  data.  Earlier,  this  was  stoJ 
in  separate  data  bases,  making  it  diJ 
cult  for  engineers  to  get  a  complete  a 
ture — and  multiplying  the  cost  of  man! 
ing  the  data. 

For  most  businesses,  however,  objl 
bases  remain  in  the  realm  of  techno-exl 
Altogether,  object-base  companl 
will  have  revenues 
perhaps  $15  million  t 
year.  And  today's  b\ 
ers  are  mostly  testi 
the  technology  in  sm 
pilot  projects.  "I'm  c< 
stantly  amazed  how 
tie  [computer  buye 
know  about  this  te< 
nology,"  says  John 
Jarve,  a  partner 
Menlo  Ventures,  wh 
has  pumped  $2  mill) 
into  startup  Object 
ity  Inc. 

The  upside:  As  bi 
nesses  adopt  object-o 
ented  programmi 
and  plunge  into  mu 
media  computing,  th 
will  need  to  mana 
swelling  'libraries  of 
usable  objects,  voice 
cordings,  and  videc 
So,  says  market 
searcher  Internatior 
Data  Corp.,  object-ba 
sales  should  hit 
million  by  1996. 
That's  not  a  big  enough  chunk  of  t 
multibillion-dollar  data-base  softwa 
market  to  worry  leaders  such  as  Ora( 
and  IBM — or  to  make  them  rush  into 
ject  bases.  As  their  customers  begin 
ing  object-based  technologies,  Orac 
plans  simply  to  add  some  object  stora) 
and  retrieval  techniques  to  its  softwat 
says  Robert  N.  Miner,  co-founder 
senior  vice-president.  "I  was  nervo 
that  we  were  going  to  be  blindsided," 
says.  "But  now  I  think  that  we'll  be  ab 
to  do  everything  they  do  before  they 
everything  we  do."  If  he's  wrong,  the 
may  be  a  new  Oracle  in  the  making. 
By  Keith  H.  Hammonds  in  Bosk 
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THE  AMERICAN  DREAM  IS 
ALIVE  AND  WELL — IN  MEXICO 

And  U.S.  marketers  are  scrambling  for  affluent  Mexicans'  pesos 


SEARS,  IN 
MEXICO 
SINCE  1945, 
IS  SPIFFING 
UP  OLDER 
STORES  AND 
OPENING 
NEW  MALLS 


Like  many  middle-class  Mexicans, 
the  Aviles  family  freely  confesses 
to  loving  things  American.  "We 
have  this  idea  that  everything  in  the 
U.  S.  is  terrific  and  that  everything  in 
Mexico  is  rotten."  says  Patricia  Aviles. 
age  41.  "That's  our  malinchismo." 
Don't  know  your  Mexican  history?  Ma- 
linchismo  refers  to  la  Malinche.  the  In- 
dian woman  who  became  interpreter  and 
mistress  to  the  conquista- 
dor Hernan  Cortes.  These 
days,  malinchismo  de- 
scribes Mexicans'  long- 
standing tendency  to  reject 
domestic  goods  and  em- 
brace imports  of  all  kinds. 

For  U.  S.  companies. 
malinchismo  translates 
into  "marketing  opportuni- 
ty." A  growing  number  of 
retailers  and  marketers 
are  pushing  south  in  pur- 
suit of  the  Mexican  middle 
class  (table).  Giant  Wal- 
Mart  Stores  Inc.  and  rival 
Price  Co.  are  both  building 
wholesale  clubs  in  Mexico 
in  partnership  with  local 
retailers.  Arby's  Inc.  plans 
a  220-seat  restaurant — one 
of  the  biggest  in  its 
chain — in  Mexico  City. 
Sears.  Roebuck  &  Co..  ac- 
tive in  Mexico  since  1945. 
is  fast  renovating  older 
stores  and  opening  new 
ones.  The  smaller  fry  are 
swarming  in,  too.  Last 
year.  40  U.  S.  franchise  op- 
erations, such  as  private 
postal  service  Mail  Boxes 
Etc.  and  shoe  fixer  Heel 
Quik.  headed  for  Mexico. 
lower  tariffs.  Touching 
off  the  gold  rush  is  the 
startling  change  in  the 
Mexican  government's  atti- 
tude toward  U.  S.  business. 
Import  tariffs,  once  as 
high  as  100^.  have  been 
slashed  to  a  maximum  of 
20%.  U.  S.  car  companies, 
already  established  in  Mex- 
ico as  local  manufacturers. 


can  now  import  vehicles  from  the  U.  S. 
As  a  result,  luxury  models  such  as  Cor- 
vettes. Cadillacs,  and  Lincoln  Continen- 
tals are  being  shipped  in.  The  crowning 
touch:  President  Carlos  Salinas  de  Gor- 
tari's  announcement  that  Mexico  would 
join  the  North  America  free-trade  re- 
gion. If  the  pact  is  successfully  negotiat- 
ed, U.  S.  marketers  selling  in  Mexico  will 
face  few  if  anv  tariffs. 
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SOUTHWARD  BOUND 


Expat 


plans  by  U.S.  retaik 


keters  in  Mexico 


Plans  to  open  five  warehouse  clubs,  called  ClubAur- 
rera.  along  with  Cifra.  Mexico's  biggest  retailer 
Teaming  up  with  retailer  Comercial  Mexicana  to  launch 
two  warehouse  clubs  outside  Mexico  City 

Will  spend  SI  50  mill  inn  opening  new  stores  and 
malls  in  Mexico.  Also  renovating  older  stores 
Has  earmarked  S500  million  to  open  250  new  res- 
taurants in  Mexico  by  2000 

Exporting  luxury  models  to  Mexico,  thanks 
to  changes  in  auto  import  kws 
Expanded  its  snack  business  by  buying  a  majority  stake  in 
Gamesa,  Mexico's  largest  cookie  maker 

DATA,  COMPANY  REPORTS,  MEXICAN  SECRETARIAT  Of  STATE 


WAL-MART 


PRICE  CO. 


SEARS,  ROEBUCK 


McDONALD'S 


FORD,  GM,  CHRYSLER 


PEPSICO 


A  robust  economy  is  also  a  big  fl 
This  year,  the  boom  in  manufactuM 
and  capital  spending  in  Mexico  will  I 
duce  real  growth  of  5% — a  lot  be 
than  the  almost  flat  growth  expecte 
the  U.  S.  And  the  stock  market  has 
bled  in  value.  Small  wonder  that  der 
for  often  pricey  consumer  goods  is 
ing  off.  "The  market  could  be  poised 
some  very  big  growth,"  says  Rober 
Price,  chairman  of  Price  Co. 

Sadly.  Mexico's  new  wealth  protx 
won't  benefit  the  55  million  or  so 
don't  belong  to  the  middle  and  up 
classes.  But  the  other  30  million  \ 
cans  have  big  purchasing  power, 
mand  by  affluent  Mexicans,  for 
pie.  drove  auto  sales  up  27fc  in  the 
half  of  1991.  "This  could  be  a  million 
market  by  the  mid-'90s,"  says  Xich< 
V.  Scheele.  president  of  Ford  Motor 
de  Mexico.  That's  about  the  same 
Spain's  new-car  market 

Affluent  Mexicans 
concentrated  around 
cities  of  Mexico  City, 
dalajara.  and  Monten 
That  makes  life  blissfi 
easy  for  companies  try 
to  reach  them,  says 
Schmuecker.  president 
SignExpress  Internatioi 
which  franchises  signm 
ing  shops:  "It's  a  marl 
ing  person's  dream, 
can  hit  three  cities  and 
er  70%  of  the  market.' 
car  lovers.  That  marl 
includes  dream  consum 
such  as  Fernando  Avil 
A  consultant  to  highv 
construction  firms,  Avi 
moved  his  family 
years  ago  from  Mex 
City  to  the  garden  subi 
of  Cuernavaca,  where 
built  a  house  with  a 
and  a  TV  satellite  dish, 
their  American-style 
urban  existence,  the 
Avileses  own  a  Chevro 
Suburban,  an  Oldsmoh 
Cutlass  sedan,  a  Dod 
Spirit,  an  old  Chry; 
K-car.  and  a  Dodge  Ra 
charger  truck.  The  whe 
help  when  the  Avileses 
to  the  U.  S. -style  shoppi 
malls    that  have 
sprouting  up. 

Fortunately  for  U 
companies.  Mexicans  si 
as  the  Avileses  aren't 
bracing  everything 
eign.  Unlike  many 
shoppers,  who  have  turn 
to  high-quality  import 
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J&B  Scotch  Whisky.  Blended  and  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749. 

J&B  Blended  Scotch  Whisky.  43%  &  40%  Ale.  by  VbL,  Imported  by  The  Poddington  Corporation.  Ft.  lee.  NJ  ©  1991 


Invest  In 
Diamonds. 
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SYS.A/B         LOCK  MUTE 


Introducing  the  DiamondTel1  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  the  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  todays  most  advanced  features  arid  gives  you  up  to 
1  xh  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel£  92  Mobile/Transportable.  At  only  4.3  pounds,  its 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instantly  to  go  where  you  go. 

How  do  you  invest  in  diamonds?  Ask  for  DiamondTeF  at  your  cellular  dealer. 

A  Diamond Te I 

©  1991  Mitsubishi  Electronics  America,  Inc.,  800  Biermann  Court,  Mount  Prospect,  IL  60056  (708)  298-9223 
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RIVING  NEED:  THE  AVILES  FAMILY  WITH  THREE  OF  THEIR  FIVE  DETROIT-STYLE  VEHICLES 


It  Mexicans  remain  faithful  to  U.  S. 
nds.  Like  Americans  of  two  decades 
i,  Mexicans  figure  Japanese  cars  are 

the  less  well-off  who  can't  afford 
lish  Detroit  models.  And  unlike  in  the 
5.,  ads  for  American  cars  here  don't 
e  to  dwell  on  fuel  efficiency  or  com- 
isons  with  Japanese  models.  An  ex- 
ple:  Radio  ads  for  General  Motors 
•p.  say,  "GM  offers  power  steering, 
/er  brakes — everything  you  and  your 
lily  always  dreamed  of." 
'he  love  of  things  American  offers  a 
ural  marketing  hook.  Jose  Luis  Mier, 
irector  of  McDonald's  Mexico,  says  a 
•  Mac  in  Mexico  City  evokes  trips  up 
th.  "It  symbolizes  the  North  Ameri- 

experience  for  these  people,"  says 
ir.  McDonald's  hopes  to  expand  in 
xico  from  27  locations  to  over  250. 
larketers  can  also  apply  lessons 
-ned  in  Mexico  to  the  growing  ranks 
Hispanics  in  the  U.  S.  Thurmond  Wil- 
ns,  president  of  Sears'  Mexican  divi- 
i,  says  Mexicans  everywhere  appreci- 
respect  for  their  culture:  Structuring 
motions  around  Mexican  Indepen- 
ice  Day,  for  example,  should  work  for 
xican-Americans  in  the  U.  S. 
r  sauce.  But  marketers  should  keep 
mind  that  their  Mexican  customers 

mostly  middle-  and  upper-class, 
ile  the  U.  S.  Hispanic  market  includes 
ny  less  affluent  consumers.  Robert 
itt  IV,  president  of  Marketing  Merca- 

International,  a  marketing  firm  in 
i  Antonio,  says  selling  fashion  in 
xico  City  is  a  lot  like  selling  to  sophis- 
'ites  in  New  York  City.  Whitt  is  also 
ing  a  pitch  to  middle-class  Mexicans 
t  would  appeal  to  middle-class  Ameri- 
[s.  His  firm  is  test-marketing  jars  of 
S.-made  picante  sauce  in  the  Monter- 


rey market.  Sounds  like  bringing  coals 
to  Newcastle,  but  Whitt  says  selling  the 
product  as  convenient  and  safe  to  eat 
appeals  to  the  affluent. 

McDonald's  Corp.  also  knows  how 
well-off  its  Mexican  customers  can  be. 
In  Cuernavaca,  a  Big  Mac  goes  for 
$4.40 — more  than  a  Mexican  construc- 
tion worker  earns  in  a  day — as  opposed 
to  $1.89  in  San  Diego.  The  price  is  high 
partly  because  the  handful  of  McDon- 
ald's in  Mexico  cannot  command  big  vol- 
ume discounts  from  Mexican  suppliers. 
But  the  customers  aren't  complaining. 
At  the  Cuernavaca  McDonald's,  a  pro- 
motion offers  a  free  Big  Mac,  fries,  and 
soda  to  teenagers  who  open  an  account 
with  a  minimum  of  $175  at  Bancomer, 
the  No.  2  Mexican  bank — this  in  a  coun- 
try where  half  of  all  adults  don't  have 
the  money  for  a  bank  account. 

Some  U.  S.  marketers  fear  their  stiff 
prices  will  cause  problems.  Price  Co.'s 
Robert  Price  worries  that  without  free 
trade,  the  current  tariffs,  a  value-added 
tax,  and  shipping  costs  will  keep  prices 
high  and  so  dampen  the  big  volume  he 
needs  to  operate  his  stores.  Price  hopes 
to  pack  the  shoppers  in  with  a  mix  of 
U.  S.  goods  and  lower-price  Mexican  gro- 
ceries and  other  items. 

Other  dealers  in  U.  S.  goods  aren't 
fretting.  Luis  M.  Lozano,  a  Chrysler 
dealer  in  Cuernavaca,  says  five  custom- 
ers have  paid  for  Voyager  minivans  that 
he  hasn't  even  received.  Under  the  new 
auto-import  law,  the  minivan  has  only 
been  available  in  Mexico  for  a  year.  The 
price:  $32,000,  almost  triple  the  Voyag- 
er's base  price  of  $13,000  in  the  U.  S.'Did 
you  hear  that,  Sehor  Iacocca? 

By  Stephen  Baker  in  Mexico  City  and  S. 
Lynne  Walker  in  San  Diego,  Calif. 


Absolute 
efficiency. 


Pure 
luxury. 


At  Le  Meridien  doing  business  is  made 
easy  by  our  enviably  central  locations 
and  consummately  professional  staff. 
Forgetting  business  is  similarly  effort- 
less thanks  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  Who  says  doing  business  can't 
be  a  pleasure?  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L  im  itation, 
our  frequent-guest  program. 

MERIDIEN 

The  service  you  expect. 
BOSTON 
CHICAGO 
MONTREAL 
NEW  YORK 

Travel  Companion  of  Air  France 
Over  50  Hotels  and  Resorts  Worldwide 

In  North  America:  Boston  ■  Chicago  •  Montreal '  Nassau. 
Bahama-.  ■  New  ( lrlean>  •  New  Y.ik  •  New  |><  u  I  Beach 
San  Diego 'San  Francisco'  Vancouver 


:TING 


BUSINESS  WEEK/SEPTEMBER  30,  1991  105 


This  isn't  what  we  do 


There's  a  strong  temptation 
to  put  a  technological  bandage 
on  an  organizational  ailment. 
But  Andersen  Consulting  would 
rather  help  you  find  a  cure. 

e  1991  AfxJefsen  Consulting  AJI  rights  reserved 


So  before  applying  informa- 
tion technology,  we'll  work  with 
you  to  examine  the  full  body  of 
your  company's  practices. 

To  help  you  align  internal 


processes  like  operations  a« 
human  resources.  And  to  rrtf 
certain  that  they  are  fully  sy- 
chronized  with  all  of  your  villi 
strategic  processes. 


j  )ur  integrated  approach  has 
I  !n  proven  effective  by  a  ma- 
i  ty  of  Fortune  500  companies 
i  They've  chosen  to  work  with 
Jersen  Consulting  because 


they  want  information  technol- 
ogy to  improve  the  well-being 
of  their  entire  company. 

And  to  do  that,  we  had  to 
get  under  their  skin. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 

Where  we  go  from  here." 
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THIS  BANKER  NEVER 
HEARD  THE  WORD  'RETREAT 


As  others  pull  back,  Credit  Lyonnais'  Jean- Yves  Haberer  takes  big  risks  to  execute  his  grand  sche 


It's  the  splashiest  new  headquarters 
that  Manhattan's  Avenue  of  the 
Americas  has  seen  in  some  time,  and 
its  French  owner  plans  an  October  inau- 
gural bash  to  do  Paris  proud.  Pumping 
the  hands  of  New  York's  business  elite  at 
the  former  J.  C.  Penney  skyscraper  will 
be  a  quiet,  balding  Frenchman  with  an 
impish  face  and  a  formal  air.  For  Jean- 
Yves  Haberer.  it  will  be  a  very  big  mo- 
ment: proof  that  Credit  Lyonnais,  the 
sleepy,  state-controlled  bank  he  began 
running  three  years  ago,  has  truly  ar- 
rived on  the  world  scene. 

Not  that  there's  much  doubt.  Unlike  re- 
cession-bruised bankers  from  New  York 
to  Tokyo.  Haberer  has  put  his  institution 
on  a  dizzying,  and  potentially  hazardous, 
global  growth  spree.  With  assets  ap- 
proaching $300  billion  (chart),  it's  likely  to 
pass  archrival  Banque  Xationale  de  Paris 
this  year  to  become  France's  No.  1  com- 
mercial bank. 

French  offensive.  In  the  U.  S.  alone.  Ha- 
berer has  pumped  up  corporate  lending 
by  40^  over  the  past  two  years,  handing 
out  $20  billion  in  loans  and  commitments. 
In  August,  the  Frenchman  agreed  to  ante 
up  an  eye-popping  $2.7  billion  for  the 
mammoth  junk-bond  portfolio  of  Califor- 
nia's failed  Executive  Life  Insurance  Co. 
and  is  backing  a  $300  million  bid  by  Euro- 
pean insurers  to  take  over  Executive's  in- 
surance business. 

Haberer  is  making  equally  brash 
moves  in  Europe,  where  he  has  bought 
20c  of  giant  French  steelmaker  Usinor 
Sacilor  and  snapped  up  banks  in  Italy. 
Spain,  and  Britain  to  create  a  1.300- 
branch  international  network,  the  world's 
second-largest  after  Citibank's.  Says 
Scott  Bugie.  Paris  bank  analyst  for  Stan- 
dard &  Poor's  Corp.:  "He  is  hopping  into 
everything  at  the  same  time." 

Haberer's  push  is  the  embodiment  of  a 
broad  catch-up  effort  by  French  business 
to  build  global  clout  before  Europe  opens 
its  internal  borders  at  the  end  of  next 
year.  From  electronics  to  chemicals  to 
banking.  French  companies  that  have 
made  a  cozy  living  from  protected  domes- 
tic markets  now  face  tougher  competi- 
tion. Prodded  by  a  worried  government. 


m 


they  are  rushing  into  acquisitions  and 
other  deals  all  over  Europe  and  in  the 
U.  S.  But  Haberer  bristles  at  the  notion 
that  he's  a  slave  of  a  French  industrial 
policy.  "Size  is  not  my  ambition."  he  says. 
"What  I  want  is  profit." 


True  to  Haberer's  word.  Lyo 
earnings  have  doubled  since  the  cha 
took  over  in  1988.  rising  30^  last 
alone,  to  $800  million.  But  some  b; 
worn-  that  Haberer  wants  more 
profit.  They  see  his  mounting  indust 
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WHERE  CREDIT  LYONNAIS'  MONEY  IS 


tfolio  and  links  with 
h-flying  borrowers  in 
•ope  and  the  U.  S.  as 
is  that  he  is  seeking 
just  wider  promi- 
ce  for  his  bank  but 
ater  power  and  glory 
himself. 

'o  achieve  those  goals, 
x\  bankers  believe, 
jerer  may  be  moving 
far  too  fast.  Indeed, 
July,  Moody's 
estor  Service 
dosed  that  Ly- 
ais'  credit  rat- 
3  face  a  possi- 
downgrading. 
;is  tremendous 
iansion,"  cau- 
is  Moody's  ana- 
t   Samuel  S. 
;odore,  "adds 
to  an  increased 
:  profile." 

deal.  But  Haberer 
ms  to  thrive  on  taking 
cs  and  confounding 
ics.  A  former  govern- 
nt  technocrat  who 
i  to  head  the  French 
asury,  Haberer,  58,  is 
ngmatic  and  secre- 
:— the  Napoleon  of 
inch  bankers,"  says 

president  of  a  big 
is  bank. 

laberer's  aggressive 

!e  already  is  causing  his  bank  prob- 

s.  For  example,  Haberer  had  for  some 

e  been  angling  to  swap  shares  and  set 

a  strategic  alliance  with  Frankfurt's 

nmerzbank  to  give  the  French  a  big- 
role  in  the  rich  German  market.  But 

n  last  May,  Haberer  acquired  a  Span- 
bank  that  competes  with  another 

.nish  institution  with 

;ch  Lyonnais  and  Com- 

"zbank  are  allied.  Fear- 
of  similar  moves  on 

•many,  Commerzbank 

3d  the  share  swap  with 

Derer. 

Iven  worse,  Lyonnais 
i  now  found  itself 
ck  in  a  morass  of 
ky  loans  to  Hollywood 
imakers  just  at  a  time 
an  the  bank's  profits 
likely  to  be  flat  at 
t.  Some  analysts  think 
t  these  Hollywood 
blems  alone  may  force 
'Sident  Francois  Mitter 


A  FRENCH  LENDER'S 
RAPID  GROWTH 
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d's  government  to  pump  at  least  $500 
lion  in  new  equity  into  Lyonnais, 
ich  will  threaten  Haberer's  chances 
"eappointment  when  his  term  of  office 
•ires  next  September.  "Haberer  is  on 
edge  of  a  precipice,"  declares  one 


top  executive  of  a  big  French  bank. 

At  the  root  of  Lyonnais'  Hollywood 
woes  are  $1.2  billion  in  loans  by  a  Dutch 
subsidiary,  Credit  Lyonnais  Nederland, 
that  permitted  Italian  financier  Giancarlo 
Parretti  to  take  over  MGM/UA  Communi- 
cations Co.  last  year.  But  debt-laden  MGM 
is  now  nearly  out  of  cash.  The  French 
have  fired  Parretti  from 
management,  put  Alan 
Ladd  Jr.  in  charge,  and 
sued  to  kick  the  Italian 
off  MGM's  board.  Parretti 
has  countersued  for  $1 
billion. 

Conservative  legislator 
Francois  d'Aubert  says  he 
hopes  to  launch  a  parlia- 
mentary probe  of  the 
loans  this  fall,  a  prospect 
rivals  find  gratifying.  But 
Haberer's  associates  say 
their  rivals  are  only  jeal- 
ous. "He  has  got  this 
monster  moving,  and  they 
don't  like  it,"  says  Jean- 
Francois  Henin,  chairman  of  Altus  Fi- 
nance, the  65%-owned  Lyonnais  mer- 
chant-banking unit.  Indeed,  Haberer, 
seated  on  a  sofa  in  his  turn-of-the-century 
office  near  the  Paris  Opera,  insists  that 
"we  haven't  lost  one  dollar"  on  Lyonnais' 


loans  to  Parretti.  Al- 
though trying  to  force 
the  financier  from  MGM, 
Haberer  also  defends 
Parretti — and  the  bank — 
against  charges  that  he  is 
an  unsavory  client.  Par- 
retti seeks  to  overturn  a 
March,  1990,  conviction 
on  fraud  charges  related 
to  the  bankruptcy  in  the 
early  1980s  of  an  Italian 
newspaper  he  controlled 
at  the  time.  "He  has  been 
found  guilty  of  nothing 
that  disqualifies  him 
from  being  in  the  film 
business,"  Haberer  says. 

MGM  is  far  from  Ha- 
berer's only  big  risk.  Ly- 
onnais is  becoming  the 
new  king  of  junk  bonds. 
Even  before  Altus  Fi- 
nance won  state  approval 
to  buy  Executive  Life's 
high-yield  bond  portfolio, 
it  had  amassed  $1  billion 
of  junk,  Third  World 
debt,  and  other  high-risk 
paper.  It  entrusted  man- 
agement of  the  instru- 
ments to  Leon  Black,  for- 
mer merger  chief  at 
Drexel  Burnham  Lam- 
bert Inc.  The  Executive 
purchase  will  give  Lyon- 
nais a  stake  in  a  host  of 
former  Drexel  deals,  in- 
cluding Pacific  Lumber,  E-II  Holdings, 
and  Memorex  Telex. 

Some  analysts  see  gold  in  such  junk, 
which  Altus  acquired  at  less  than  a  third 
the  value  at  which  Executive  carried  it. 
Some  85  of  the  more  than  300  issues  in 
the  portfolio  are  in  default,  setting  Altus 
up  to  be  a  major  player  in  a  host  of  corpo- 
rate restructurings.  As  the  largest  credi- 
tor, Altus  will  have  the  clout  to  insist  on 
favorable  terms  for  itself  and  even  parlay 
its  debt  into  a  controlling  stake  in  some 
cases.  But  Henin  of  Altus  concedes  junk 
is  "not  for  amateurs." 
blue  chips.  Henin,  an  Americanophile 
who  formerly  worked  for  Honeywell  Co. 
and  Carnation  Inc.,  is  also  prowling  the 
U.  S.  for  other  potentially  high-payoff  in- 
vestments, including  depressed  real  es- 
tate. And  Lyonnais  is  pouring  funds  into 
America's  corporate  borrowers,  recession 
or  no,  boosting  its  lending  volume  to  such 
blue-chip  customers  as  Time  Warner, 
Boeing,  and  rjr  Nabisco.  "We're  going  to 
be  here  for  at  least  50  years,  perhaps 
100,"  says  Robert  A.  Cohen,  general  man- 
ager of  Lyonnais'  U.  S.  subsidiary. 

The  bank  is  also  boosting  lending  to 
young  French  empire-builders.  Last  year, 
Haberer  bankrolled  Bernard  Arnault's 
takeover  of  luxury-goods  maker  lvmh, 
owner  of  Moet  &  Chandon  champagne, 
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shoe  manufacturer  Adidas.  More  venture- 
some, though,  has  been  Lyonnais'  equity 
investments  in  French  companies,  many 
through  Altus.  In  addition  to  state-owned 
steelmaker  Usinor,  it  also  controls  stakes 
in  chemical  giant  Rhone-Poulenc,  Chris- 
tian Dior,  and  a  struggling  software  com- 
pany, Concept.  Says  Haberer:  "I  want  to 
be  the  Deutsche  Bank  of  France." 

The  German  bank  holds  chunks  of  big 
companies,  such  as  Daimler  Benz,  where 
it  has  a  privileged  role  in  lending.  Ha- 
berer has  the  same  goal,  which  dovetails 
nicely  with  French  government  policy. 
France's  Socialist  rulers  are  eager  to 
build  German-style  banks  that  can  defend 
weak  French  companies  against  post-1992 
raiders. 

Haberer  has  long  had  close  connections 
with  the  Socialists.  When  Mitterrand  na- 
tionalized France's  biggest  investment 
bank,  Paribas,  in  1982,  he  pulled  Haberer 
from  the  French  Treasury  to  run  it.  Pari- 
bas bankers,  however,  resented  him  as 
the  instrument  of  nationalization  and  dis- 
liked his  close-to-the-vest  style.  After  win- 
ning the  parliamentary  elections  in  1986, 
conservatives  privatized  Paribas  and 
fired  Haberer. 

high  flyers.  Then  the  Socialists  returned 
in  1988  and  gave  Haberer  Lyonnais.  Like 
most  CEOs  of  big  French  companies,  Ha- 
berer steers  clear  of  politics.  But  he  has 
close  friends  in  the  Socialist  party,  includ- 
ing Finance  Minister  Pierre  Beregovoy 
and  Jacques  Delors,  chairman  of  the  Eu- 
ropean Commission. 

Lyonnais'  loans  to  financier  Parretti,  a 
protege  of  Italian  Socialists  whose  ties  to 
the  bank  date  back  well  before  Haberer 
took  charge,  may  threaten  those  relation- 
ships. Lyonnais  already  has  pumped  $145 
million  into  MGM  since  ousting  Parretti. 
Now,  insiders  say  the  studio  has  asked 
the  bank  for  $50  million  to  $100  million 
more  to  permit  it  to  finish  several  films. 

But  some  analysts  think  the  studio  is 
currently  worth  as  little  as  $400  million, 
far  below  Lyonnais'  $1.2  billion  exposure. 
While  Thelma  and  Louise  has  been  a 
modest  hit,  other  recent  MGM  films  have 
bombed.  To  swing  his  deal  to  buy  MGM, 
Parretti  sold  off  many  of  the  studio's  best 
assets,  including  the  U.  S.  television  and 
video  rights  to  most  of  its  library  of  old 
movies  and  TV  shows. 

Despite  what  could  become  a  costly  em- 
barrassment for  his  bank,  Haberer  seems 
undeterred.  "He  wants  to  swallow  the 
whole  world,"  declares  says  the  chairman 
of  one  Paris  bank.  To  Haberer,  the  Oct.  8 
celebration  planned  for  the  Avenue  of  the 
Americas  should  only  be  the  first  of 
many  for  his  red-hot  bank.  His  rivals  are 
hoping  it  will  be  his  last. 

By  Stewart  Toy  in  Paris,  with  Ronald 
Grover  and  Kathleen  Kerwin  in  Los 
Angeles 
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CONTINENTAL  BANK: 

STILL  JOCKEYING  FOR  POSITIO 


One  restructuring  after  another — but  no  big  payoff  yet 


-  I 


THEOBALD  INSISTS  HE'S 
MAKING  HEADWAY  IN  THE 
CORPORATE  MARKET 


When  the  Federal  Deposit  In- 
surance Corp.  sold  its  last  14 
million  shares  in  Continental 
Bank  Corp.  a  couple  of  months  back, 
bank  Chairman  Thomas  C.  Theobald  cel- 
ebrated by  handing  out  hot  dogs  to  em- 
ployees during  a  lunch-hour  party  on 
Chicago's  LaSalle  Street.  Theobald  and 
other  executives  also  passed  out  base- 
ball caps  marking  the  final  chapter  of 
the  then-near-bankrupt  bank's  infamous 
1984  takeover  by  the  feds.  "There  is 
nothing  over  our  heads  any  more,"  read 
the  slogan  on  the  hats.  "The  FDIC  is 
gone.  June,  1991." 

Nothing,  that  is,  except  for  a  host 
of  questions  about  Theobald's  lackluster 
strategy.  By  most  performance  mea- 
sures, Continental's  progress  has  been 
middling  at  best.  And  on  Aug.  30,  Conti- 
nental announced  a  $150  million  provi- 
sion for  loan  losses  and  a  $25  million  re- 
structuring charge.  Its  stock  is  trading 
around  $11,  down  307^  from  a  52-week 
high  of  $16. 

No  one  can  accuse  the  hard-driving 
former  Citibank  executive  of  sitting  on 


his  hands  since  he  took  over  Continei 
in  1987.  An  architecture  buff,  he  1 
done  more  rehabbing  and  reconfigul 
than  most  bank  chairmen  do  in  a  wi 
career.  But  as  Norman  Jaffe,  a  bl 
analyst  with  Fox-Pitt  Kelton  Inc.  in  IS* 
York,  puts  it:  "They've  had  a  very! 
even  strategy." 

weak  performance.  Theobald  offer! 
excuses:  "I  don't  apologize  to  anyone! 
the  restructuring  we've  done  arc! 
here."  Among  other  moves,  he  has  jl 
soned  a  retail  network  assembled  I 
two  years  before  he  arrived;  staffecl 
and  then  shrank  an  overseas  cap! 
markets  operation;  got  rid  of  a  mo! 
losing  stock  options  operation;  inail 
rated  a  mergers-and-acquisitions  il 
exited  a  commodity  trading  and  deal 
business;  and  most  recently,  resignel 
a  primary  dealer  in  Treasury  securil 
Theobald's  basic  goal  is  to  provide  kl 
and  sophisticated  services  such  as! 
vestment  banking  and  risk  manageni 
to  a  narrow  tier  of  2,000  small  and  il 
size  companies. 
Theobald's  restructuring,  thou! 
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Canon's 
Position  On 


FAX-L3300 


For  two  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-L3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class™  700  Series  features  our  exclusive 
UHQ™  and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 

We  also  make  choosing 
a  plain  paper  fax  easy.  If  you  ISwSjSK 
call  1-800-OK-CANON,  we'll  flggM 
mail  you  a  Decision  Maker  s 
Kit  designed  to  help  you  F3m53 
find  the  perfect  Canon  fax  MSffill 
for  your  needs. 

Or,  if  you  want  product  informa- 
tion faster,  we'll  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  fall  promotion. 

When  you're  dealing  with  #1,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


Cation 


FAX-L760 


En|oy  easy  extended  payments  with  the  Cinon 


FAX-A501 


FAX-L770 

Credit  Cerd.  Ask  lor  details  at  participating  Canon  dealers  and  retailers.  Available  only  in  U.S. 
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PERCENT 


doesn't  seem  to  be  paying  off 
on  the  bottom  line.  Continen- 
tal's core  corporate  business 
grew  only  57>  in  the  year's 
first  half  when  onetime  fac- 
tors are  eliminated,  says 
Charles  D.  Ranch,  an  analyst 
with  Standard  &  Poor's  Secu- 
rities Inc.  The  bank's  average 
return  on  equity  hasn't 
reached  Theobald's  goal  of 
15%  since  1988  and  is  expect- 
ed to  be  below  10%  at  least 
through  1992,  according  to 
Jaffe.  Margins  last  year  were 
only  12%,  far  below  Theo- 
bald's target  of  30%,  and  are 
expected  to  fall  further  in 
1991. 

Lately,  Theobald  has  turned 
his  attention  to  shoring  up 
capital.  He  recently  cut  the 
dividend  10'  and  sold  $145 
million  in  subordinated  debt. 
But  total  capital  is  only  8.6% 
of  assets,  well  below  the 
10.37/'  rate  for  other  large 
banks.  And  while  Theobald 
gets  kudos  for  slashing  Conti- 
nental's head  count  by  45'a 
and  boosting  revenues  per 
employee  by  72%,  such  cost- 
cutting  has  done  little  to  allay 
concerns  about  his  focus  on 
the  corporate  middle  market,  which  is 
intensely  competitive.  Rivals  First  Chica- 
go, Northern  Trust,  and  NBD  Bancorp 
are  better  established.  Bert  Ely,  an  Al- 
exandria (Va.)  banking  consultant,  says 
Continental's  "strategy  is  just  coming 
into  place  at  a  time  when  we  have  a 
severe  overcapacity  problem." 
finance  wizardry.  Competitors  have 
capitalized  on  confusion  in  the  market- 
place about  the  bank's  goals  as  well  as 
demoralization  among  employees  follow- 
ing years  of  continual  change.  "It's 
tough  for  them  to  keep  their  morale  up 
when  they're  going  through  that  kind  of 
restructuring,"  says  Kevin  F.  Walsh,  ex- 
ecutive vice-president  of  NBD  Illinois. 
"We  try  to  take  full  advantage  of  any 
signs  of  weakness  like  that.  We  go  for 
the  throat." 

Continental  has  invested  heavily  to  of- 
fer such  services  as  interest-rate  swaps 
to  clients,  but  that  hasn't  given  the  bank 
much  of  a  competitive  edge.  Blockbuster 
Entertainment  Corp.  is  an  example.  The 
video-rental  company,  based  in  Fort  Lau- 
derdale, Fla.,  fits  Continental's  customer 
profile:  entrepreneurial,  fast-growing, 
with  multiple  corporate  finance  needs. 
But  despite  Continental's  efforts  to  out- 
fit the  company  with  the  latest  high- 
finance  wizardry,  Blockbuster  has  stuck 
to  standard-issue  notes  offerings  and  re- 
volving lines  of  credit.  "They've  been 


THEOBALD  IS  SHAKING 
UP  CONTINENTAL... 

Sells  U.S.  retail  operations.  Closes  branches  in  Taiwan 
Korea,  and  Belgium.  Expands  capital-market  activities 


Forms  mergers-and-acquisitions  unit.  Unloads  port 
folios  of  bad  loans 


1988 

overseas 

1989 

1 0  0  0  ^x'ts  cornm°dity  trading  and  clearing  business.  Sells 
I  /  /  U  $1 00  million  in  floating-rate  CDs.  Shrinks  overseas 
capital-market  operation 

1QQ  1  Sells  securities  subsidiary  First  Options  of  Chicago  afte 
1/7  I    $71  million  in  write-downs  and  $210  million  in  losses 

...BUT  THE  BOTTOM  LINE 
IS  HARDLY  RESPONDING 


'90  '91 


NET  INCOME 


▲  MILLIONS  OE  DOLLARS 


•EXCLUDES  SI  75  MILLION  IN  WRITEDOWNS  AND  RESTRUCTURING  CHARGES  ANNOUNCED  AUG.  30, 1 991 
DATA:  BW,  FOX  Pin  KELTON 


innovative,"  explains  Steven  R.  Berrard, 
Blockbuster's  chief  financial  officer. 
"We  just  haven't  needed  it." 

Theobald,  however,  insists  he  is  mak- 
ing headway  in  the  corporate  market 
with  a  new  campaign  of  loan  packages. 
"So  damn  many  people  have  stepped 
back  because  the  profit  margins  have 
grown  too  thin,"  he  says.  "Pricing  of 


I' 


corporate  credit  has  junpi 
significantly." 

Tending  to  existing  lcte 
has  also  kept  Theobald  b|y. 
While  he  has  shed  muclrj' 
the  mammoth  portfolio  of  at 
loans  he  inherited,  plentyoi 
sick  credits  remain.  Sa 
18.7%  of  Continental's  lol 
are  considered  risky,  ck- 
pared  with  a  14.9%  aveA 
for  35  large  banks  studiew 
the  Chicago  Corp.  brokeA 
firm.  Highly  leveraged  tr» 
actions  amount  to  nearly  ft 
of  Continental's  assets,  xim 
than  double  the  average  ■ 
its  peer  banks.  There  is  ft 
concern  about  $500  millioift 
loans  to  residential  deveft 
ers,  primarily  in  Califorji. 
Continental  says  it  is  comfft 
able  with  these  longtime  «- 
tomers,  even  though  Wjgt 
Coast  home  prices  are  fall  jg. 

Some  competitors  see  Tl:o- 
bald's  restructuring  as^ 
strategy  to  clean  up  the  bft 
in  order  to  attract  an  in- 
quirer. The  most  likely  caft 
date,  say  rivals,  would  bjjjj 
foreign  bank  looking  fom 
Midwest  toehold.  But  TH 
bald  insists  he  wants  Cojl 
nental  to  remain  independent.  In  factue 
says  that  he  has  expansion  plans  of  it 
own,  including  buying  up  smaller  cifc 
petitors.  In  the  view  of  analysts  Xto 
follow  Continental,  however,  the  3t 
thing  the  bank  needs  now  is  anotijr 
flurry  of  corporate  maneuvers. 

By  David  Greising  in  Chicago,  i$ 
Suzanne  Wool  ley  in  New  York 


MUTUAL  FUNDS  I 


ASHES  TO  ASHES, 
FUNDS  TO  FUNDS 


More  underperformers  are  being  buried  in  peppier  portfolios 


| he  Oppenheimer  Ninety-Ten  Fund 
holds  a  special  place  in  the  annals 
of  mutual-fund  investing.  It  deliv- 
ered a  spectacular  93.5%  total  return  in 
1987,  the  year  of  the  crash.  Milton  Berg, 
then  the  portfolio  manager,  made  the 
call  of  a  lifetime.  He  was  bearish  on 
stocks  prior  to  Bloody  Monday  and  had 
invested  his  shareholders'  money  in  put 
options  that  soared  in  price  as  the  stock 
market  plummeted. 
Berg  left  Oppenheimer  in  1988,  and 


little  has  gone  right  for  the  fund  sire. 
The  average  annual  return  for  l'& 
through  1990  was  -1.1%.  New  invest 
were  scarce,  and  by  May  of  this  ycr, 
the  fund's  assets  had  dwindled  to  ll 
than  $8  million  from  a  peak  of  $28  life 
lion  in  1988.  In  early  summer,  the  I 
maining  shareholders  approved  Oppi- 
heimer's  plan  to  merge  Ninety-Ten  i  o 
the  much  steadier,  $135  million  Oppi- 
heimer  Asset  Allocation  Fund. 
The  Ninety-Ten  Fund  is  one  ofa 
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You're  looking  at 
the  life  savings  of  the 
average  50  year  old. 


Twenty-three  hundred 
dollars*  That's  how  woefully 
unprepared  the  average  50-year- 
old  person  is  for  the  future.  It's 
a  major  problem  for  millions  of 
Americans. 

The  main  reason  for  the 
problem  is  that  many  people  have 
unrealistic  expectations  of  their 
future  financial  needs.  As  a  result, 
they  save  far  less  than  they 
should.  That's  the  bad  news.  The 
good  news  is  that  Merrill  Lynch 
can  indeed  help  you  save  and 
invest  wisely  and  well. 

One  of  our  Financial  Consul- 
tants can  give  you  access  to 
a  selection  of  financial  planning 


tools  available  only  from  us.  Then 
whatever  your  savings  goal  -  from 
financing  a  home  to  planning  your 
estate -he  or  she  can  suggest  a 
wide  range  of  ways  to  help  you 
reach  it,  including  insurance, 
annuities,  trust  services,  mutual 
funds  and,  of  course,  stocks  and 
bonds.  Whatever  you  choose,  we'll 
help  you  select  each  investment 
according  to  an  asset  allocation 
strategy  based  on  the  level  of  risk 
you're  comfortable  with. 

Ask  for  copies  of  our  brochures 
on  retirement  planning  and  manag- 
ing wealth.  See  your  Merrill  Lynch 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 


Call  1-800-637-7455,  ext.  9148 

Return  to  Merrill  Lynch 

Response  Center 
PO  Box  30200 

New  Brunswick,  NJ  08989-0200 
Please  send  me  free  copies  of  the  following 

□  Retirement  Financing  Strategies 

□  Get  Rich  Slowly  . .and  Carefully 

Name  

Address  

City  State  Zip  

Home  Phone  J  }  

Business  Phone  A  1  

Name  and  location  of  Merrill  Lynch 
Financial  Consultant 


9148  | 

Merrill  Lynch 


A  tradition  of  trust. 


Median  financial  assets  of  families  headed  bv  individuals  at^ed  45-54  Source  Survey  of  Income  and  Program 
Participation.  1987  Lewin/ICp  1990  ©1991  Merrill  Lynch,  Pierce,  FennerA  Smith  Inc  MemberSIPC 
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growing  number  of  small,  poorly  per- 
forming mutual  funds  that  are  being 
merged  out  of  existence.  Such  funds  are 
usually  money-losers  for  management 
companies  as  well  as  investors,  since 
they  often  don't  generate  enough  fees  to 
pay  their  keep.  Small  funds  are  fre- 
quently hobbled  by  high  overhead,  which 
is  often  passed  on  to  the  investors.  That 
makes  it  even  harder  for  portfolio  man- 
agers to  produce  the  kind  of  results  that 
would  attract  more  buyers.  And  by 
merging  with  a  stronger  fund,  belea- 
guered investors  might  even  see  an  im- 
provement in  their  returns. 

Mutual-fund  companies  have  an  added 
incentive  to  merge  laggards:  to  deep-six 
the  public  record  of  their  embarrass- 
ments. Once  a  poor  fund  is  merged,  it's 
no  longer  sitting  on  the  worst  perform- 
ers' list — with  the  company's  name  at- 
tached to  it.  "Mutual-fund  companies 
don't  apologize  for  their  mistakes,"  says 
John  Rekenthaler,  an  analyst  for  Mutu- 
al Fund  Values.  "They  bury  them." 
banner  year.  The  burial  pace  is  quick- 
ening. Morningstar  Inc.,  a  fund-data  ser- 
vice, counts  42  mergers  of  stock  and 
bond  funds  through  August  of  this  year, 
just  one  less  than  the  number  of  fund 
mergers  for  all  of  1990.  And  most  fund- 
industry  observers  see  no  letup.  "There 
clearly  are  too  many  funds,"  says  Mi- 
chael D.  Hirsch  of  M.  D.  Hirsch  Invest- 
ment Management  Inc.  "There  isn't  a 
need  for  all  the  funds  out  there." 

Folding  funds  doesn't  mean  the  public 
is  souring  on  this  kind  of  investment 
vehicle.  On  the  contrary,  mutual  funds 
are  having  a  banner  year,  both  in  new 
sales  and  performance.  The  Investment 
Company  Institute,  the  mutual  funds' 
major  trade  association,  counts  3,329 
mutual  funds  vs.  3,108  last  yearend. 

But  even  this  relatively  robust  part  of 
the  financial-services  industry  is  not  im- 
mune from  the  overcapacity  and  redun- 
dancies built  up  in  the  past  decade.  Says 
A.  Michael  Lipper  of  mutual-fund  data 
service  Lipper  Analytical  Services  Inc.: 
"Even  in  the  mutual-fund  business, 
there  are  pressures  on  profit  margins." 

The  pool  of  merger  candidates  is 
huge,  says  Avi  Nachmany  of  Strategic- 
Insight,  a  mutual-fund  research  service. 
He  says  about  1,800  funds  command  less 
than  $50  million  in  assets  each — which  is 
his  estimate  of  how  large  an  asset  base 
a  fund  needs  to  be  economically  viable. 

For  sure,  most  of  those  funds  will  not 
be  merged.  Some  smaller  funds  are  in 
the  developmental  stage,  and  manage- 
ment companies  have  high  expectations 
for  their  growth  and  profitability.  Other 
small  funds  may  remain  in  the  fund 
company's  lineup  for  marketing  reasons. 

But  clearly,  fund  managements  are 
starting  to  cull  the  herd.  Oppenheimer, 
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for  one,  has  merged  its  Premium  Income 
Fund  into  its  Asset  Allocation  fund  and 
is  merging  two  laggard  growth-stock 
funds,  Directors  and  Regency,  into  the 
better-performing  Oppenheimer  Target 
Fund.  Transamerica  Funds  rolled  Lowry 
Market  Timing,  Special  Global  Growth, 
and  Sunbelt  Growth  funds  into  its  Spe- 
cial Emerging  Growth  Fund.  "We 
merged  funds  that  had  overlapping  in- 
vestment objectives  and  that  were  not  of 
an  economic  size,"  explains  Carrol 
McGinnis,  president  of  Transamerica 
Fund  Management  Co. 

And  as  size  forces  consolidation  in  the 
mutual-fund  business,  small-fund  opera- 
tors who  don't  have  any  hope  of  achiev- 
ing larger  scales  are  merging  their 
funds,  too.  Shareholders  in  four  Ad- 
vance America  funds  with  some  $72  mil- 
lion in  assets  are  now  voting  on  whether 


decide  to  merge  a  fund  out  of  its  mis'ry. 
And  in  certain  cases,  that  could  be  e>fet- 
ly  when  the  fund's  fortunes  are  aboiio 
pick  up.  Vance  Sanders  Special  Fundai 
aggressive  growth  vehicle,  floundteti 
for  years,  as  the  small,  emergig 
growth  stocks  the  fund  bought  lager 
far  behind  larger  growth  companies,  git 
with  the  resurgence  in  small-capitak 
tion  stocks,  the  fund  was  up  30%-  far 
January  through  May.  In  June,  thefc 
million  Vance  Sanders  Special  me™ 
into  Eaton  Vance  Growth  Fund,  wjj 
was  then  about  $90  million  in  size.  | 
Still,  most  investors,  who  must  vte 
on  mergers,  invariably  go  along  \|h 
them.  And  that's  usually  the  sounifc 
strategy.  The  mergers  are  structures 
tax-free  exchanges,  so  moving  into  k 
acquirer  fund  is  not  a  taxable  evjt 
Most  of  the  time,  investors'  monew 


RECENT  MUTUAL-FUND  MERGERS: 
FROM  WEAKNESS  TO  STRENGTH 


Merged  fund 


Totol  return' 


Acquirer 


Total  return* 


-2.0% 

3.3 

-1.1 

8.1 

-6.2 

0.8 

-2.9 


ALLIANCE  GROWTH 
&  INCOME 

TRANSAMERICA  SPECIAL 
EMERGING  GROWTH 

OPPENHEIMER  ASSET 
ALLOCATION 

OPPENHEIMER  TARGET 


T.  ROWE  PRICE 
HIGH-YIELD  BOND 

EATON  VANCE  GROWTH 


WINDSOR 


13.0% 
15.8 
11.4 
15.3 

1.1 
10.2 

7.8 


'AVERAGE  ANNUAL  RETURN,  1988-90 


0AIA  MORNINGSTAR  INC, 


to  merge  with  Oppenheimer  funds  that 
have  similar  investment  objectives. 

"In  the  '80s,  every  financial  institution 
wanted  to  have  a  mutual-fund  family 
with  their  name  on  it,"  says  Eridget  A. 
Macaskill,  president  of  Oppenheimer 
Management  Corp.  "Now,  some  are  real- 
izing they're  not  going  to  make  it  and 
are  getting  out  of  the  business."  Earlier 
this  year,  Massachusetts  Mutual  Life  In- 
surance Co.,  which  owns  807c  of  Oppen- 
lit'imei'  ManageiiH-nt,  merged  four  mutu- 
al funds  into  comparable  Oppenheimer 
funds.  Two  other  Mass  Mutual  funds 
are  now  operating  under  the  Oppenhei- 
mer name  and  management. 

It  takes  years  of  poor  performance 
and  asset  erosion  before  fund  companies 


moving  to  a  fund  with  a  better  trp 
record.  Shareholders  in  Pacific  Horifc 
High-Yield  Bond  Portfolio,  whp 
merged  into  the  T.  Rowe  Price  Hip- 
Yield  Bond  Fund  last  winter,  went  frl 
investing  in  a  money-loser  in  the  pi§ 
period  to  at  least  breaking  even.  In  ail 
tion,  their  investment  prospects  wfe 
heightened  by  lower  overhead. 

Most  investors — and  those  who  l!y 
mutual  funds  are  no  exception — hangfl 
to  poor  performers  far  too  long,  ll 
those  stuck  in  a  pooped-out  fund,  I 
best  thing  that  can  happen  is  a  mertr 
with  a  peppier  portfolio.  It's  not  just  ifi 
fund  company  that  cleans  up  its  pi 
mistakes — the  investor  does,  too. 

By  Jeffrey  M.  Laderman  in  New  Ym 
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Nightmare  Scenario  #1 


THE  UNDETECTED 
TIME  BOMB. 


The  biggest  networking 


always  start  small, 


T 


he  problems  tend  to 
begin  when  you  need 


to  grow. 


Suddenly,  the  computer 
network  that  worked  so  well 
doesn't  seem 


THINGS  THEY 
DONT  TELL  YOU 

AT  NOVELL 
PRESENTATIONS 


HOW  TO  CHOOSE 
THE  RIGHT 
NETWORKING 
SYSTEM 


Send  for  this  free  booklet 
full  of  hard,  comparative 
information. 


to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 

And  ev- 
ery time  you 
grow,  even  a  little  bit.  your  net- 
work gets  harder  to  manage, 
harder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  it's  easy. 

It's  a  question  of  architec- 
ture. A  network  like  Novell's 
NetWare"  is  not  an  integrated 
system.  Adding  new  users  of 
services  means  having  to 
update  user  profiles,  retrain 
employees,  and  troubleshoot 
connectivity  problems. 

Banyan's  architecture  is 
designed  to  grow  effortlessly. 
(Ease  of  growth  is  why  we're 
the  leader  in  true  enterprise- 
wide  pc  networking.) 

Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  "super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion. Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 

Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 

You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  "THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 


Call  1-800-828-2404 
for  a  free  brochure. 


i  1 

Please  send  this  coupon  to:  BANYAN,  B\\ 
120  Flanders  Road,  Westboro,  MA  01581 


illli 

BANYAN 


Networking.  Without  Limits. 


imasEiyfliig 


BY  GENE  G.  MARCIAL 

MONTGOMERY 
HAS  A  HOT 
LITTLE  LIST 


One  of  the  hottest  investor 
groups  this  year  is  San  Fran- 
cisco's Montgomery  Asset 
Management,  organized  only  last  year. 
It  has  chalked  up  a  heady  gain  of 
66.4%  so  far  in  1991,  vs.  the  Dow's 
14.5%  rise  and  the  S&P  500  index's 
16.87".  What's  behind  the  big  score? 

Prescient  picks,. such  as  SciMed  Life 
Sciences,  which  has  rocketed  to  88 
from  17  a  share  in  1990;  Sierra  Tucson, 
26  from  14;  Roberts  Pharmaceutical,  18 
from  10;  Thorn  Apple  Valley,  37  from 
14;  and  J.  Baker,  13  from  8."  "They  all 
have  the  ability  to  gain  market  share 
and  generate  high  earnings  growth 
rates,"  says  ace  stock-picker  Stu  Rob- 
erts, who  manages  Montgomery  Small 
Cap  Funds,  a  no-load  mutual  fund  with 
assets  of  $350  million — the  top-per- 
forming fund  in  the  first  half,  accord- 
ing to  Lipper  Analytical  Services. 
small  but  swift.  "Our  big  focus  is  on 
the  small  but  rapid-growth  companies 
that  thrive  in  lively  niche  markets  and 
whose  capitalizations  range  from  $100 
million  to  $600  million,"  says  Montgom- 
ery Asset  Chairman  Stephen  Doyle. 
"The  companies  we  pick  usually  have  a 
certain  catalyst  that's  driving  their  per- 
formance— maybe  a  new  product  or 
service  or  a  change  in  management." 

What  stocks  has  Roberts  recently 
picked  to  try  to  sustain  his  high 
marks?  One  of  them  is  NutraMax 
Products,  a  maker  of  personal-hygiene 
items  used  in  hospitals  and  nursing 
homes,  which  Roberts  expects  will 
earn  35$  a  share  for  the  year  ending 
Sept.  30  and  50$  next  year.  It  lost  2$ 
last  year.  Another  turnaround  stock 
he's  buying:  WorldCorp,  which  oper- 
ates air-charter  services.  He  notes  that 
it  owns  a  technology  that  can  be  used 
for  home  telemarketing  and  banking, 
which  Roberts  thinks  will  lift  profits. 
He  sees  1991  earnings  of  90$  and  $1.05 
in  1992,  vs.  a  30$  loss  in  1990.  Another 
find:  Value  Merchants,  which  operates 
about  100  discount  toy  stores  in  the 
Midwest.  He  expects  earnings  of  $1.25 
in  1991  and  $2  in  1992,  vs.  84$  last  year. 

Montgomery  Asset  is  a  unit  of  Mont- 
gomery Securities,  which  for  years  has 
been  a  champion  of  secondary  stocks. 
It  will  again  emphasize  the  merits  of 
second-tier  companies  at  its  next  year- 
ly investment  conference  Sept.  22  to 


MONTGOMERY  ASSET'S 
STOCK  PICKS 


Stocks 

Acquring 
price 

Recent 
price 

J.  BAKER 

Shoe  retailer 

81/4 

13 

ROBERTS  PHAR. 

Proprietary  drugs 

10V2 

18 

NUTRAMAX  PRODUCTS* 

Health,  medical  products 

6 

61/2 

SCIMED  LIFE  SCIENCES 

Medical  products 

17 

88 

SIERRA  TUCSON  14 

Drug/ alcohol  rehab  centers 

26 

THORN  APPLE  VALLEY 

Meat  processor,  hogs 

14 

37 

VALUE  MERCHANTS' 

Discount,  close-out  toys 

24 

33 

WORLDCORP* 

Charter  air  services 

61/2 

9% 

'Recent  purchases 

DATA.  MONTGOMERY  ASSET  MANAGEMENT 

25.  "The  convergence  of  more  than 
1,100  money  managers  at  this  year's 
conference  is  a  clear  indication  that  our 
support  for  the  small  emerging  compa- 
nies is  gaining  a  lot  of  following,"  says 
Tom  Weisel,  Montgomery's  senior 
managing  partner.  Montgomery  is 
"very  positive  about  the  market,"  says 
Director  of  Research  John  Skeen,  who 
forecasts  that  the  Dow  will  hit  3450 
sometime  next  year. 


PC  SLUMP? 
WHAT  PC  SLUMP? 


Savvy  money  manager  Joan  Lap- 
pin  concedes  that  the  maturing 
personal  computer  industry  is 
generally  unattractive.  Still,  she  has 
placed  a  heavy  bet  on  one  little-known 
and  underowned  PC  maker:  Zeos  Inter- 
national, whose  stock  has  meandered 
in  lackluster  fashion  all  year. 

Now  trading  at  17  a  share,  Zeos, 
which  makes  and  directly  markets  to 
customers  high-performance  and  low- 
priced  IBM-compatible  microcomputers 
and  workstations  based  on  Intel  micro- 
processors, is  virtually  unknown  on  the 
Street.  But  its  computers  and  stock 
have  caught  Lappin's  sharp  eye  for 
bargains.  Lappin,  president  of  Gramer- 
cy  Capital  Management,  with  assets  of 
$180  million,  figures  that  the  Zeos  PCs 
are  the  best  buy  around  in  their  class. 
She's  convinced  that  Zeos  shares  will 
hit  the  high  20s  in  six  to  12  months. 


What's  Zeos'  allure?  "It  continues! 
capture  market  share  from  traditiol 
PC  suppliers  and  retailers,"  says  Md 
Stahlman,  analyst  at  Alex.  Brownl 
Sons.  He  notes  that  while  unit  salesl 
IBM  and  Compaq,  the  two  top  vend] 
of  Intel-based  PCs,  have  been  on  { 
skids  so  far  this  year,  Zeos  sales  hs 
grown  about  70%.  Stahlman  says  I 
direct-marketing  system  did  away  wj 
retailers — and  their  25%  price  mal 
ups — and  enabled  Zeos  to  capture  m\ 
market  share.  It  also  provides  a 
hour  hotline  to  assist  customers.  Zi 
sells  mainly  to  small  and  medium-sl 
businesses,  which  have  been  the  laj 
est  single  contributor  to  PC  growl 
Stahlman  thinks  Zeos  will  continue  I 
impressive  record  and  post  profits  | 
$1.31  in  1991  and  $1.62  in  1992,  vs. 
in  1990. 


SURE,  IT'S  A  WEIRD 
MIX,  BUT . . . 


After  it  announced  plans  to 
quire  Businessland  in  mid-Ju 
jwp  was  beaten  down  to  1£ 
share,  way  below  its  high  of  22  earl 
in  the  year.  But  now  jwp  is  regain 
some  strength  and  has  edged  up  to 
Several  smart-money  investors  say  t 
stock  is  a  "sleeper,"  given  the  m 
tack  that  management  is  taking.  T 
company  has,  for  example,  signed 
sludge-disposal  contract  with  N< 
York  City.  Mixing  computer  stoi 
with  the  sludge  business  may  se< 
odd,  but  it  will  attract  the  Street's 
tention  to  JWP's  strong  underlyi 
prospects,  says  one  big  investor,  w 
thinks  the  stock  will  break  above 
52-week  high  of  26  before  yearend. 

True,  most  analysts  are  skepti< 
about  JWP's  outlook.  They  say  the  ta 
of  integrating  computer  retailer  Bu 
nessland  into  JWP's  varied  operatioi 
including  designing  and  maintaini 
complex  electrical,  mechanical,  and  i 
vironmental  systems,  is  turning  inv< 
tors  off.  Still,  some  pros  think  jwp  h 
become  undervalued.  "Conglomerat 
are  still  in  disfavor,"  says  one  mon 
manager,  but  "JWP  will  benefit  stror 
ly  from  the  recovery." 

There's  no  doubt  that  the  six-ye< 
$468  million  New  York  contract  sta 
ing  in  January,  1992,  has  been  a  tr: 
ger  for  some  investors.  "This  contrs 
gives  jwp  an  additional  $72  million 
revenues  per  year,"  figures  Oppenh 
mer  analyst  David  Loeb,  who  is  a 
bull.  He  sees  JWP  earning  $1.70  tl 
year  and  $2  in  1992.  That  could 
higher,  if  all  goes  well  at  Businesslar 
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Fir- 


Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


There  was  a  time  when  Social 
Security  and  retirement  security 
were  one  and  the  same.  But 
no  longer.  Inflation  and  the 
budget  squeeze  have  made  such 
assurance  a  thing  of  the 
distant  past. 

The  good  news  is  there's 
help,  and  plenty  of  it,  in  the 
form  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field,  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  ChFC 

A  National  Organization  of  Insuranceand  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 


For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 
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The  few  blue  whales 
remaining  alive  in  the  world 
are  no  match  for  the  predator 
who  has  carelessly  eliminated 
eight  hundred  species  of  life 
from  the  face  of  the  earth 
in  this  century  alone:  Man. 
Like  every  other  creature  in  the  sea, 
the  blue  whale  requires  clean  water  to  live. 
The  Samsung  Group 
has  designed  and  is  currently  producing 
supertankers  with  a  double-hull, 
double-bottom  construction 
that  prevents  oil  spills. 
The  vessels,  which  are  being  built 

for  major  oil  companies 
in  the  United  States  and  Europe, 
are  proof  that  technology 
can  make  man  a  protector 
instead  of  a  predator. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 

International  Trade,  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries, 

Aerospace,         Construction,         Engineering,         Financial  Services,         Food  &  Pharmaceuticals,         Cameras  &  Watches,         Garments  &  Textiles 

CP.O.  Box  1 580,  Seoul,  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 


Regions 


WIDE  HORIZONS:  THE  CITY'S  GROWING  COSMOPOLITAN  FLAVOR  IS  EVEN  DRAWING  BACK  THE  TOURISTS  WHO  SHUNNED  IT  IN  THE  BAD  OLD  DA  ■ 


The  image  of  Miami  as  the  cocaine- 
snorting,  Uzi-toting  Gomorrah  of 
America  is  a  well-traveled  one. 
When  Thomas  Ferguson,  former  presi- 
dent of  the  Beacon  Council,  an  economic 
development  body,  was  in  South  Korea 
thumping  Miami  business  not  long  ago, 
he  flipped  on  his  hotel  television  set. 
There,  clad  in  his  trademark  pastels,  was 
Don  Johnson  blasting  through  a  Miami 
Vice  episode — and  speaking  dubbed  Ko- 
rean. The  next  morning,  Ferguson 
learned  that  a  Korean  manufacturer  of 
cigarette  lighters  had  bypassed  Miami 
when  he  had  scouted  plant  locations  in 
Florida.  Why?  "Oh,  Miami  Vice,  Miami 
Vice,  not  safe,  not  safe,"  the  manufac- 
turer said. 

Maybe  that  was  Miami's  image  in  the 
1980s.  But  like  the  popular  TV  show,  that 
view  is  no  longer  prime  time.  Miami  still 
has  its  unique  set  of  problems.  Arms 
and  drugs  are  still  pillars  of  its  under- 
ground economy.  And  its  battered  image 


received  a  new  blow  recently  with  a 
highly  publicized  shooting  of  two  British 
tourists.  But  such  flaws  aren't  prevent- 
ing the  emergence  of  a  thriving  and  so- 
phisticated mecca  for  international 
trade.  Building  on  its  deep  Hispanic 
roots  and  proximity  to  promising  mar- 
kets in  Mexico,  the  Caribbean,  and  South 
America,  Miami  is  attracting  a  surpris- 
ing new  wave  of  blue-chip  investors  and 
traders  from  the  U.  S.,  Europe,  and 
Asia. 

polyglot  paradise.  When  ground  is 
broken  for  the  40-story  Bristol  Tower 
condominium  overlooking  Biscayne  Bay 
this  fall,  about  one-third  of  its  147  units 
will  be  owned  by  Germans,  French,  and 
Italians.  One  reason  is  that  companies 
ranging  from  France's  Aerospatiale  to 
Italy's  sewing  machine  maker  Rimoldi 
are  opening  operations  in  Miami.  Ed- 
ward Bolden,  president  of  the  U.  S.  unit 
of  French  aerospace  company  Sextant 
Avionique,  dined  at  Cafe  Des  Arts  in 


Miami  Beach  last  January  and  heail 
different  language  at  each  table.  "It  ■ 
like  having  a  mini-U.  N.  there,"  he  s;l 
What  also  marks  Miami's  emerge! 
as  more  than  a  hub  for  drugs,  guns,  1 
fast  money  is  the  arrival  of  big  Ani 
can  companies.  Both  American  ll 
phone  &  Telegraph  Co.  and  Texaco  I 
are  expanding  their  Miami  offices,  gl 
ing  up  for  new  opportunities  in  the  tj§ 
phone  and  oil  industries  of  Latin  Ani 
ca.  General  Motors  Corp.  receil 
decided  to  relocate  its  Latin  Ameril 
strategists  from  Sao  Paulo  to  Mu| 
and  Eastman  Kodak  Co.  is  moving! 
Latin  American  headquarters  to  Mil, 
from  Rochester,  N.  Y.  Hewlett-Packi 
Co.  relocated  its  Latin  American  htl 
quarters  to  Miami  from  Mexico  Cityl 
cause  it  offered  a  more  diverse  Span! 
speaking  labor  pool  and  better  telephl 
and  airline  connections  throughout  I 
region. 

As  a  result  of  its  expanding  inteil 
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al  links,  economist  Manuel  Lasaga 
■nates  that  at  least  25%  of  Miami's 
lomy  is  directly  tied  to  international 
merce  and  tourism.  Only  New 
It's  John  F.  Kennedy  International 
tort  today  moves  more  foreign  pas- 
sers and  cargo  than  Miami  Interna- 
al  Airport.  Miami's  and  a  few  neigh- 
ng  ports  move  more  containerized 
:o  to  Latin  America  than  any  other 
.  harbor  (chart). 

king  north.  Several  watershed 
its  underlie  Miami's  new  internation- 
sach.  Latin  America  is  rapidly  shed- 
;  its  anti-  Yanqui  policies  and  learn- 
how  to  manage  its  pile  of  debt.  One 
me,  countries  such  as  Brazil,  Argen- 
,  and  Venezuela  are  turning  away 
n  state-run  economies,  looking  north 
partners  and  capital.  By  virtue  of  its 
tion  and  deep  trade  links  southward, 
mi  is  the  headquarters  of  choice  for 
league  Americans,  Asians,  and  Euro- 
is  eager  to  crack  this  long-dormant 
ket.  "Some  say  you  can  learn  more 
xt  Buenos  Aires  or  Sao  Paulo  in  Mi- 
because  everyone's  there,"  says  Pe- 
K.  Kresl,  an  economist  at  Bucknell 
rersity. 

'hat's  more,  expectations  are  high 
;e  days  that  Fidel  Castro  will  soon 
from  power  in  Cuba.  The  ongoing 
noil  in  the  Soviet  Union  means  dwin- 
g  support  for  the  island  nation.  Only 
l-minute  airplane  ride  away  and  full 
;xpatriate  Cubans  eager  to  reestab- 
ties,  Miami  will  be  first  to  reap  the 
ards  of  a  reopened  Cuba, 
nd  as  Mexico  negotiates  a  bold 
•  free-trade  agreement  with  the 
!.,  north-south  business  along 
entire  southern  border  of  the 
!.  is  percolating.  Miami  is  not 
acting  manufacturing  invest- 
lt  as  much  as  it  is  emerging  as 
administrative  and  managerial 
,  a  point  of  access  where  com- 
ies  are  moving  decision-making 
the  region.  Trade  is  also  build- 
between  Miami  and  Caribbean 
nds  as  well  as  Central  Ameri- 
countries  that  have  preferen- 
trade  rights  with  the  U.  S. 
ideed,  as  trade  winds  blow  in 
ti  all  directions,  Miami  is  securing  its 
us  as  what  urban  experts  call  a 
teway"  city,  going  beyond  its  role  as 
urely  Latin  hub.  In  much  the  same 
r,  Buffalo  is  a  center  for  Canada- 
3.  trade,  and  Seattle  and  Los  Angeles 
/e  the  Pacific  Rim.  Cities  need  the 
aal  economy  as  much  as  they  need 
|  domestic  economy  to  develop  these 
s,  says  Panayotis  Soldatos,  who  stud- 
international  cities  at  the  University 
Montreal. 

'he  old  local  economy,  meanwhile,  is  a 
mbles.  The  city  watched  helplessly  as 
largest  corporation,  Eastern  Air 
es  Inc.,  died  a  slow  death.  Its  biggest 


bank,  Southeast  Banking  Corp.,  is  now 
on  the  ropes.  The  largest  savings  and 
loan,  CenTrust  Bank,  flamed  out  along 
with  its  free-spending  chairman,  David 
Paul.  Since  the  1980s,  as  many  as  10 
federally  chartered  international  bank 
offices  and  15  state-chartered  agencies 
in  Miami  have  closed.  A  construction 
bust  and  a  glut  of  office  space  com- 
pound local  economic  woes,  as  high  un- 
employment, at  nearly  9%,  fuels  racial 
tensions  and  crime.  With  its  key  indus- 
tries gone  belly-up,  Miami's  gamble  on 


WHY  MIAMI'S  PORTS 
ARE  BUSTLING 


international  trade  to  generate  jobs  and 
growth  is  beginning  to  pay  off  just  in 
time.  Says  Soldatos:  "To  compete  with 
such  major  players  as  Charlotte,  Tampa, 
and  Atlanta,  Miami  needs  international 
alliances.  That  in  turn  will  enhance  its 
domestic  position." 

outdoor  cafes.  Miami's  growing  inter- 
national flavor  is  also  drawing  back 
tourists  who  steered  clear  of  the  bad  old 
city  in  the  early  1980s.  Now,  Europeans 
in  particular  are  charmed  by  the  1930s 
Art  Deco  district  in  Miami  Beach.  The 
strip  of  freshly  painted  pastel  hotels, 
restaurants,  and  clubs  lures  the  Europe- 
an jet  set.  A  once-small  enclave  of  pho- 


tographers and  artists  is  growing  into  a 
lively  fashion  and  advertising  industry, 
using  the  blue,  pink,  and  lime-green 
buildings  as  backdrops.  Devastated  by 
Walt  Disney  World  and  other  Orlando- 
area  theme  parks,  which  siphoned  off 
American  tourists  beginning  in  the 
1970s,  Miami  is  rebounding. 

More  Europeans  also  are  living  in  Mi- 
ami either  on  assignment  for  their  com- 
panies or  for  U.  S.  companies.  There  are 
now  70  French  companies  in  the  Miami 
area,  double  the  number  five  years  ago. 
They  range  from  Aerospatiale, 
which  purchased  a  local  instru- 
mentation repair  company  that 
services  Airbus  and  other  planes, 
to  shipbuilder  GEC  Alsthom  Inter- 
national Inc.  As  a  result,  the 
French  population  in  the  city  tri- 
pled in  the  1980s,  to  10,000.  ' 

With  some  natural  affinity, 
Spaniards  are  coming  in  droves. 
There  are  more  Spanish  banks 
than  any  other  foreign  group. 
MAPFRE,  a  Madrid-based  insurance 
company  operating  in  26  countries, 
chose  Miami  as  its  U.  S.  base  for 
its  Hispanic  flavor  and  entrepre- 
neurial spirit.  Iberia  Air  Lines,  the 
Spanish  carrier,  just  won  rights  to  ser- 
vice four  flights  to  Mexico  and  South 
America  from  Miami.  Even  Aeroflot,  the 
Soviet  airline,  is  bypassing  Havana  and 
switching  its  refueling  center  for  the 
Latin  America  area  to  Miami. 

Asians,  too — mostly  Taiwanese,  Hong 
Kong  Chinese,  and  South  Koreans — are 
arriving  in  greater  numbers,  drawn  to 
the  markets  in  the  Caribbean  and  south- 
ward. Taiwanese  computer  maker  Acer 
Inc.  decided  to  locate  in  Coral  Gables.  Its 
chief  competitor,  Taiwan-based  DTK 
Computer  Inc.,  set  up  shop  in  Miami  in 
1988  to  tap  Latin  America,  particularly 
Venezuela.  Now,  DTK  has  opened  one  of 
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two  U.  S.  computer  assembly  lines  in  Mi- 
ami, where  thousands  of  machines  will 
be  made  for  sale  in  the  U.  S.  and  Latin 
America. 

The  Japanese  have  long  been  reticent 
to  expand  their  stakes  in  Miami,  partly 
because  of  its  swashbuckling  image.  But 
there  are  signs  that  they,  too,  are  nib- 
bling. One  company  is  Mitsui  &  Co.,  the 
big  Japanese  trader,  half-owner  of  Ca- 
ribbean Cutting  Services,  employer  of 
200  people  in  Miami.  Taking  advantage 
of  trade  preference  laws,  the  company 
buys  U.  S.  cloth,  cuts  it  in  Miami,  and 
ships  it  to  Haiti,  where  it  is  sewn  into 
children's  clothes  that 
are  returned  to  Miami 
for  sale  in  the  U.  S. 
mosaic.  Miami's  strong 
Latin  character  has  for 
so  long  been  deter- 
mined by  its  large  Cu- 
ban population  that  few 
realize  how  many  other 
groups  call  the  city 
home.  Even  among  His- 
panics,  the  demograph- 
ics are  changing.  Since 
1970,  the  Hispanic  popu- 
lation has  tripled,  and  in 
1990,  it  accounted  for 
nearly  half  of  the  met- 
ropolitan area's  popula- 
tion of  1.9  million.  Cu- 
bans make  up  two- 
thirds  of  the  Hispanics, 
but  the  numbers  of  Nic- 
araguans,  Colombians, 
and  Venezuelans  are 
growing  at  a  faster 
rate.  Brazilian  shop- 
keepers are  moving  into 
downtown  Flagler 
Street  stores.  More  than  150  Brazilian 
restaurants,  shops,  and  trading  houses 
are  now  part  of  Miami's  mosaic. 

Indeed,  Latin  culture  is  now  in  the 
very  fiber  of  the  city.  Spanish  isn't 
heard  just  in  the  kitchens  or  barber- 
shops but  in  banks  and  boardrooms.  It's 
also  read  in  newspapers,  billboards,  and 
junk  mail.  Bilingual  phone  messages  and 
business  cards  are  commonplace.  And 
visitors  to  corporate  and  law  offices  are 
offered  a  choice  of  coffee — Americano 
or  Cubano,  the  thick  dark  concoction 
from  Cuba. 

Miami's  dramatic  demographic 
changes  haven't  suited  everyone.  As  the 
Hispanic  population  grew,  the  white  pop- 
ulation dropped  20%  in  the  1980s.  Al- 
though the  city's  internationalization 
provides  opportunities  for  some  people, 
the  administrative  and  managerial  jobs 
it  creates  do  little  to  help  Miami's  large 
working  class. 

And  Miami  in  1991  is  still  very  much  a 
segregated  community.  Without  Span- 


ish, language  can  be  a  barrier  to  employ- 
ment. Black  attorney  Gary  Siplin  says 
blacks  are  shut  out  of  the  work  force — 
particularly  in  tourism — by  the  Spanish- 
speaking  majority.  Complains  Siplin: 
"Why  do  you  need  to  speak  Spanish  to 
make  a  bed,  park  a  car,  or  wash  dish- 
es?" That  brand  of  discrimination  neces- 
sarily creates  friction — and  that  friction 
occasionally  erupts  in  violent  outbursts. 

Miami  has  its  share  of  other  chronic 
big-city  troubles  as  well.  Sunny  skies 
and  blue  water  aside,  schools  are  crowd- 
ed, and  traffic  snarls  are  common.  Wor- 
ried about  Los  Angeles-like  smog,  Dade 
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County,  which  encompasses  Miami  and 
neighboring  cities,  is  getting  tough  with 
auto-exhaust  pollution.  Future  supplies 
of  drinking  water  are  threatened  by  pe- 
riodic droughts  and  continued  population 
growth  on  the  fringes  of  the  Ever- 
glades. And  the  woes  will  be  exacerbat- 
ed if  another  huge  wave  of  Cuban  refu- 
gees arrives.  So  far  this  year,  nearly 
1,200  Cubans  have  landed  in  Miami,  al- 
most triple  the  total  last  year. 

But  the  opportunities  seem  to  out- 
weigh these  worries,  at  least  in  the  eyes 
of  the  business  world.  AT&T  has  added  70 
people  to  its  Miami  office  over  the  past 
two  years.  Last  fall,  the  same  office 
landed  60%  of  a  fiber-optics  contract, 
valued  at  $330  million,  to  upgrade  Mexi- 
co's telecommunications  infrastructure. 

Further  solidifying  Miami's  role  as  a 
communications  hub,  AT&T  also  has  laid 
the  first  undersea  fiber-optic  cable  to 
South  America,  connecting  southern 
Florida  to  Puerto  Rico,  Jamaica,  the  Do- 
minican Republic,  and  Colombia.  And  it's 


working  with  Spain,  Italy,  and  Mexico 
build  another  fiber-optic  link  betwe 
those  countries,  the  Caribbean,  and  Fl 
ida.  "People  think  all  business  in  Mia 
is  focused  exclusively  on  Latin  Ameri 
but  that's  not  true,"  says  AT&T  regioi 
spokesman  Vincent  Salas.  "A  lot  of 
customers  are  getting  data-transmissi 
and  other  services  that  are  going  to  E 
rope  and  Canada." 

Likewise,  Texaco's  Miami  offi< 
which  is  responsible  for  Latin  Amer 
and  the  Caribbean,  has  increased 
staff  by  337',  to  240  employees,  sir 
1987,  to  pursue  new  ventures  in  Colo 
bia  and  Venezue 
Hewlett-Packard  mov 
regional  administrat: 
functions  to  Mia 
from  Mexico  this  pi 
March,  largely  becau 
of  Miami's  broader  c< 
nections.  "Miami  p 
vides  a  more  La' 
American  environme 
than  Mexico  because 
has  people  from  otl 
countries,"  explains 
Da  Costa,  regional  g< 
eral  manager  for  HP. 

SPRINGBOARD. 

versely,  some  La 
American  compani 
are  using  Miami  as 
springboard  to  the  U. 
With  a  trade  agreemt 
on  the  horizon,  Mexic 
steelmaker  Alceros  G 
pin  has  set  up  a  U. 
office  in  Miami  to  pi 
chase  cheaper  and  b 
ter  quality  U.  S.  st 
The  free-trade  de 
could  eliminate  15%  in  duties  the  comi 
ny  pays  to  import  U.  S.  steel  into  Mex 
and  eliminate  border  delays,  says  mi 
ager  Vita  Samuels.  She  has  also  talk 
with  a  German  steel  company  in  Mia 
about  importing  both  steel  and  techn 
ogy  into  Mexico. 

Miami  will  always  be  a  unique  pla 
seedy  yet  elegant,  with  a  penchant 
flash.  Great  dramas  play  out  in  the  si 
baked  city,  from  the  tragedy  of  fleei 
Haitians  washing  up  on  its  shores  to ' 
farce  of  Panama  strongman  Mam 
Noriega  on  trial.  It  may  never  lose  all 
its  Miami  Vice  notoriety,  but  Miamia 
no  longer  feel  the  need  to  apologize 
their  city.  And  now  there's  the  Flor 
Marlins,  one  of  two  new  major  leag 
baseball  teams.  The  city's  social  ills  n 
withstanding,  a  new  population  mix 
set  of  business  connections  are  turni 
Miami  into  one  of  North  America's  m< 
dynamic  cities  for  business. 

By  Gail  De  George  and  Antonio  N.  F% 
with  Irene  Recio,  in  Miami 
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Setting  the  standards  of  quality—  Winthrop 
Pharmaceuticals  and  Kodak's  Clinical  Products 
and  Health  Sciences  Divisions 

Winthrop  Pharmaceuticals,  part  of  Sterling 
Drug  Inc.,  produces  prescription  drugs  and  other 
medical  supplies.  Because  its  non-ionic  contrast 
media  provide  an  excellent  safety  profile,  it  is 
the  leading  supplier  of  contrast  agents  for 
radiodiagnostic  imaging  in  the  U.S. 

Eastman  Kodak  Company's  Clinical  Products 
Division  brings  unique  dry-slide  technology  to 
body-fluid  analysis.  Its  blood  analyzers  and  test 
kits  mean  faster,  more  accurate  test  results  to 
minimize  doubt  and  delay  for  you  and  your 
hospital. 

Optimizing  the  information  from  diagnostic 
images — conventional  x-rays  to  the  latest  in  laser 
prjnters— the  Health  Sciences  Division  of  Eastman 
Kodak  Company  brings  you  cost-effective,  state- 
of-the-art  technology. 

Winthrop  Pharmaceuticals  and  Kodak's 
Clinical  Products  and  Health  Sciences  Divisions 
all  share  your  commitment  to  improve  the  quality 
of  patient  care. 


lAffnfhrop 

PHARMACEUTICALS  i 


Clinical  Products  Division 
Health  Sciences  Division 


Division  ot  Sterling  Drug  Inc. 
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Shaping  a  New  Paradigm 
an  Health  Care 


The  plight  of  Ameri- 
can health  care  is  a 
national  problem, 
profoundly  affect- 
ing the  lite  and 
pocketbook  of  each  and  every 
American  individual  and  corpo- 
ration. And  the  present  U.S. 
health  care  system  may  be 
approaching  its  breaking  point. 
Those  in  the  eye  of  the  storm 
predict  that  as  American  health 
spending  hurtles  toward  the 
S1.5  trillion  mark  predicted  for 
the  year  2000,  it  may  leave  as 
much  as  a  third  of  the  popula- 
tion without  coverage  or  access 
to  care  of  any  kind.  It  is  obvi- 
ous that  a  renovated  system 
and  a  fresh  way  of  thinking 
about  health  care  —  a  new 
paradigm  —  must  be  developed. 
Meanwhile,  the  U.S.  business 
community  wonders  how 
much  of  the  burden  will  fall 
into  its  hands. 

Stepping  up  to  the  chal- 
lenge, Business  Week  invited  the 
chief  executive  officers  of  over 
100  major  hospitals  and  health 
maintenance  organizations  to 
our  headquarters,  where  they 
had  the  opportunity  to  interact 
with  health  care  policymak- 
ers and  American  business  lead- 
ers. Together,  these  groups 
conferred  on  the  large-scale 
changes  that  must  take  place  to 
preserve  the  quality,  availability, 
and  affordability  of  American 
health  care. 

REFORM  OR  REVOLUTION? 
The  central  question  raised  is 
whether  the  existing  health 
care  system  can  be  salvaged,  or 
whether  it  must  be  scrapped  in 
favor  of  a  completely  new  one. 
Stuart  Altman,  chairman  of  the  Prospec- 
tive Payment  Assessment  Commission  — 
the  group  responsible  lor  overseeing 
Medicare's  hospital  payment  system  — 
paints  a  gloomy  picture  of  virtually 
unstoppable  health  care  costs.  "There  is 
precious  little  time  left  for  the  system  to 
evolve  its  way  out  of  the  problems  it  has 
created.  There  is  no  indication  that  the 
market  is  working  to  moderate  costs." 

Yet  insiders  disagree  over  whom  or 
what  to  blame  for  spiraling  costs.  Larry 


Mathis,  CEO  of  Methodist  Hospital  in 
Houston,  says,  "The  pen  that  writes  the 
prescription  is  the  most  costly  piece  of 
medical  equipment  we  have."  Altman 
concurs  that  the  90s  could  well  develop 
into  "a  battle  between  the  federal  gov- 
ernment and  physicians." 

But  Uwe  Reinhardt,  James  Madison 
professor  of  political  economy  at 
Princeton  University  and  a  leading 
health  cost  economist,  disputes  the  per- 
ception that  physicians  are  the  primary 


culprits.  "In  this  country  we  ■ 
not  buying  health  care,  we'r 
buying  paper.  As  much  as  3  - 
to  40%  of  every  dollar  spent 
on  health  care  goes  to  a  gove  im 
ment  or  insurance  bureaucn 
not  to  a  hospital  or  a  physici 
People  in  countries  with  far 
lower  health  costs  than  ours 
actually  get  more  care:  more 
days  in  the  hospital,  more 
X-rays,  more  medications  — 
works.  But  their  administrat 
costs  are  far  lower."  The  pari 
ly  deregulated  insurance  ind'  - 
try  has  been  "breaching  the 
social  contract,"  says  Reinhan 
by  pricing  insurance  to  rewa 
the  healthy  and  by  maneuve  . 
ing  to  deny  coverage  to  the  ii 
Opinions  on  solutions  are 
as  disparate  as  those  on  the 
true  root  of  the  problem.  "Tl 
future  belongs  to  regional  sol 
tions,"  asserts  Charles  Mason, 
president  of  Mills-Peninsula 
Hospitals  in  Burlingame,  Cal: 
"States  are  already  taking  ma 
ters  into  their  own  hands. 
They're  not  going  to  wait  for 
the  feds  to  get  it  together." 
Reinhardt  believes  that  the 
future  will  offer  "an  all-payei 
system  and  a  renewed  social 
contract."  Altman  envisions 
employer-driven  solutions. 
"The  answer  to  our  problems 
he  says,  "lies  in  the  hands  of 
the  American  worker." 

RATIONING: 
SOLI  TION  OR  SPECTER? 
Although  American  society 
implicitly  promises  that  all 
levels  of  health  care  are  avail- 
able to  everyone  regardless  of 
ability  to  pay,  practical  reality 
makes  it  increasingly  difficult 
for  certain  population  groups  to  get 
care.  This  situation  amounts  to  de  facto 
rationing  of  care  by  economic  status. 
Many  health  care  scholars  contend  that 
the  only  way  to  provide  universal  acces: 
to  care  is  to  define  a  basic  package  of 
services  that  will  be  available  to  everyor 
without  regard  to  capacity  to  pay  —  to 
establish  a  system  of  explicit  rationing. 

"No  matter  how  impossible  it  seems, 
our  only  choice  as  a  society  is  to  simultt 
neously  increase  access  and  lower  costs." 
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I  rhicist  John  Golenski,  SJ.,  is  one  of 
H  irchitects  of  the  Oregon  initiative 
|  t  health  priorities  while  expanding 
J  ;s.  In  Oregon,  physicians,  other 
I  ;h  care  professionals,  and  the  public 
b  rough  a  statewide  town  meeting 
I  ess  —  helped  identify,  price,  and  rank 
jj  of  709  health  services.  The  prioritiz- 
n  'ariables  were:  increased  longevity, 
J  ity  of  life,  greatest  good  for  the 
I  :est  number,  and  equity. 
1  Vhat  emerged  was  a  plan  heavy  on 
|  entive  and  primary  care  —  but  deny- 
I  :overage  for  such  high-end  services 
I  ctraordinary  measures  in  the  last 
1  .th  of  life,  or  heroic  efforts  on  behalf 
j  Ktremely  low  birth-weight  babies. 
I  ?nski  believes  the  solution  to  both  the 
>  and  access  problem  is  this  informed 
rity  setting:  "Everybody  has  to  give  up 
ething."  The  state  of  Oregon  is  await- 
word  from  the  Health  Care  Financ- 
Administration  as  to  whether  it  can 
tin  a  Medicaid  waiver  to  implement 
project.  As  many  as  19  other  states 
§  expressed  interest  in  pursuing  similar 
>ning  initiatives  in  an  effort  to  broad- 
he  social  safety  net  and  reduce  costs. 

NAGING: 

ING  MORE  WITH  LESS 
lough  the  national  policy  questions 
ccess  and  cost  will  shape  the  health 
very  system  of  the  future,  the  health 
!  industry  is  also  experiencing  some- 
lg  of  an  internal  revolution  as  it 
ves  from  a  public  works  approach 
)  a  deregulated,  competitively-driven 
iness  environment. 
While  effective  cost  management  is 
increasing  concern,  the  primary  basis 
which  hospitals  and  HMOs  differen- 
e  themselves  and  compete  for  busi- 
s  and  survival  is  in  the  realm  of 
ility.  The  industry  is  awash  with  new 
systems  to  replicate, 

! measure,  and  com- 
municate the  clinical 
■J^3     and  service  dimen- 
I^^Sh     si'  ms  ol  quality. 
Alice  Lusk,  president 
of  the  Health  and 
Benefits  Division 
EDS,  emphasized  the  relationship 
ween  quality  and  information. 
"The  health  care  industry  lags  far 
lind  other  industries  in  the  application 
information  technology.  There's  great 
:ential  for  improvement  in  both  quali- 
and  costs  when  the  newest  generation 


of  clinical  systems  is  implemented." 

Business  consultant  Aubrey  Daniels 
believes  that  creating  a  culture  of  quality 
through  positive  reinforcement  will  yield 
measurable  changes  in  output:  "If  your 
organization  is  experiencing  problems  in 
productivity  or  morale,  that  means  you 
have  created  an  environment  where  low 
productivity  or  poor  morale  is  rewarded." 
However,  Dr.  Christy  Moynihan,  vice- 
president  of  SysteMetrics  and  manager 
of  an  ongoing  evaluation  project  for 
overseeing  Medicare's  quality  review 
system,  warns  against  the  complacency 

that  tradi- 

Wi  h  9  Healthcare       tional  moti- 
W  Management    vation  and 
■  lllll  Group  quality  man- 

agement 

techniques  can  engender.  "It's  all  very 
well  and  good  for  hospitals  to  have  quali- 
ty circles  and  positive  reinforcement.  But 
in  order  to  tackle  quality  you  need  more 
than  a  mystical,  global,  unitary  feeling. 
You  need  information  systems,  you  need 
structure  and  protocols,  and  you  need 
regular  continuous  monitoring  of 
performance  against  expectations." 

MANAGING  COMPLEXITY 

Hospitals  are  uniquely  complex  local 
business  entities  comprised  of  a  bewil- 
dering array  of  essential  and  highly 
technical  operating  systems  in  which 

error  can  be  fatal. 
In  such  a  multi- 
faceted  operating 
environment,  quali- 
ty systems  must 
be  highly  adapt- 
able. Jack  Thomas, 
group  vice-presi- 
dent and  general  manager  of  Kodak's 
Health  Group,  believes  that  quality 
often  comes  down  to  a  matter  of  part- 
nership between  hospitals  and  their  ven- 
dors. "Health  care  is  the  most  complex 
business  there  is.  Service  providers  are 
looking  for  much  more  than  high-quality 
products  and  service  from  their  vendors. 
What  providers  really  want  are  innova- 
tive partners  in  solving  problems  that 
focus  very  specifically  on  the  needs  of 
the  patient." 

Roger  Plummer,  president  and  chief 
executive  officer  of  Ameritech  Informa- 
tion Systems,  believes  that  due  to  their 
complexity,  hospitals'  need  for  sophisti- 
cated communication  and  systems  inte- 
gration is  critical.  "In  most  hospitals  you 


have  a  substantial  investment  in  a  patch- 
work quilt  of  disparate  systems  —  one 
for  the  lab,  one  for  admitting,  and  anoth- 
er for  pharmacy.  You  can't  easily  aban- 
don them  all 
r  and  start  over 
SUMCKI  I  Ctn   witn  the  uni- 
fied system 
you  really  need.  But  you  can  create  a 
communications  infrastructure  to  unify 
those  disparate  pieces  into  an  efficient 
patchwork  quilt.  The  thread  is  the  com- 
munications infrastructure." 

Summing  up  the  business  outlook 
for  health  care  institutions,  hospital  turn- 
around consultant  David  Hunter  predicts 
that  the  shakeout  currently  under  way 
will  continue  for  another  three  to  five 
years.  With  nearly  600  hospitals  closed  in 
the  last  decade,  he  predicts  hospitals  will 
continue  to  close  at  the  rate  of  about  80 
per  year  for  the  next  five  years.  Standard 
&  Poor's  bond  analyst  Nancy  Rubini 
pointed  out  that  although  the  number  of 
downgrades  in  ratings  on  debt  issued  by 
health  care  institutions  is  still  increasing, 
the  ratio  of  downgrades  to  upgrades  has 
narrowed  considerably  —  from  12:1  in 
1986  to  3:1  in  1990. 

The  forecast  for  the  health  care  ser- 
vice industry  is  one  of  ongoing  turbu- 
lence and  change.  The  cost  to  American 
employers  for  health  coverage  will  proba- 
bly continue  to  climb  until  the  key  poli- 
cy issues  of  health  spending,  entitlements, 
and  rationing  are  dealt  with  by  Congress 
and  the  Administration.  In  the  mean- 
time, health  care  providers  are  struggling 
to  meet  consumer  needs  realistically  and 
cost  effectively.  Rubini  commended  the 
hard  work  of  health  care  leadership:  "We 
have  a  posi- 
tive impres- 
sion of  man- 
agement. We 
feel  you  are 

coming  up  with  more  realistic  strategic 
plans  and  that  you  are  very  much  in 
touch  with  your  operating  environment." 

CEOs  of  hospitals  and  HMOs  have 
taken  the  lead  in  emulating  the  success- 
ful management  techniques  of  corporate 
America  to  resolve  the  organizational 
demands  they  face.  Now  it  may  be  to 
the  advantage  of  corporate  America  to 
join  forces  with  the  health  care  commu- 
nity in  solving  the  broader  issues  affect- 
ing the  livelihood  of  all.  ■ 
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Small  Business 


HOTHING  SUCCEEDS 
LIKE  A  SUCCESSION  PLAN 


ark  Lemelman  is  a 
lucky  guy.  The  63- 
year-old  founder  of 
ERI,  a  $100  million  computer- 
systems  integrator  in  Haup- 
pauge,  N.  Y.,  has  two  loyal, 
hardworking  sons  as  his  busi- 
ness partners.  But  Lemelman 
is  smart,  too.  Knowing  that 
many  family  businesses  don't 
make  it  through  a  second  gen- 
eration, he  started  preparing 
for  ERl's  future  years  ago. 
"We  have  a  clearly  defined 
succession  plan,"  he  says.  Le- 
melman suffered  a  heart  at- 
tack last  March,  so  he  has 
been  taking  things  easier. 
And.  he  says  proudly,  "the 
business  has  prospered  with- 
out me." 

Ensuring  the  survival  of  a 
family  business  is  hard  work. 
A  founder's  protective  feel- 
ings for  a  company  built  from 
scratch  make  it  tough  to 
grapple  with  such  issues  as 
management  succession,  fam- 
ily rivalries,  and  estate  plan- 
ning. With  foresight,  howev- 
er, entrepreneurs  can  keep 
their  dream  alive,  ensure  the 
security  of  their  heirs,  and 
usually  strengthen  their  busi- 
ness in  the  process. 

OUTSIDE  ADVICE.  You  should 

lay  the  groundwork  for  suc- 
cession as  soon  as  your  busi- 
ness starts  up.  Leon  Danco, 
who  heads  the  Center  for 
Family  Business  in  Cleveland 
and  counsels  entrepreneurs 
on  succession,  says  many  of 
his  clients  cannot  draw  a  clear 
organization  chart,  have  no 
formal  accounting  system, 
and  lack  a  nonfamily  director 
who  gets  paid  to  give  objec- 
tive advice.  "For  a  lot  of  these 
guys,  the  business  is  just  an 
incorporated  hobby,"  says 
Danco.  Put  the  fundamentals 
in  place,  and  it's  easier  to  vi- 
sualize the  business  as  an  on- 
going concern,  during  your 
retirement  and  after  vou  die. 


It  makes  sense  to  integrate 
your  succession  strategy  with 
overall  estate  planning.  "We 
are  aghast  at  the  number  of 
family  business  owners  who 
don't  have  a  will  that  takes 
into  account  how  the  business 
survives,"  says  Jon  Ledecky, 
president  of  the  Legacy  Fund, 
a  Washington  venture-capital 
firm  that  invests  in  family 
businesses.  Your  lawyer  and 
accountant  should  develop  a 
succession  plan  as  the  busi- 


for  Family  Business  in  Hous- 
ton. That's  because  any  inher- 
itance exceeding  $600,000,  or 
$1.2  million  for  a  married  cou- 
ple, can  be  taxed  at  up  to  55^. 

Since  most  parents  are  in- 
clined to  give  equal  amounts 
to  each  child,  conflicts  can  de- 
velop between  active  and  inac- 
tive shareholders  as  the  kids 
grow  up.  If  you  have  only  one 
heir,  it's  no  problem.  If  you 
have  more,  or  if  you  want 
nonfamily  managers  to  re- 


HOW  TO  PASS  ALONG 
THE  FAMILY  BUSINESS 


BUY-SELL  AGREEMENT 


When  a  business  owner  retires  or  dies,  the  remaining  partners  or  the 
company  itself  use  the  proceeds  of  an  insurance  policy  to  buy  the  de- 
parted shareholder's  interest  at  a  previously  agreed-upon  price.  Con- 
trol passes  into  trusted  hands,  and  the  former  owner  or  heirs  receive 
fair  cash  value  for  the  stock 


The  founder  creates  two  classes  of  stock,  keeping  the  preferred  and 
giving  away  the  legal  maximum's  worth  of  common  tax-free.  The  val- 
ue of  the  preferred  is  frozen,  so  all  appreciation  gets  reflected  in  the 
common,  thus  reducing  taxes  when  the  preferred  is  transferred.  Con- 
gress has  recently  made  this  strategy  more  costly 


TRUSTS 


An  owner  gradually  transfers  stock  into  one  or  more  types  of  trusts, 
especially  useful  if  children  are  young  or  undecided  about  taking 
over  the  business.  Judiciously  made  stock  gifts  can  help  reduce  even- 
tual estate  taxes,  and  some  trusts  can  eliminate  them  altogether 

DATA:  BW 


ness  grows,  not  right  before 
you're  ready  to  hit  the  golf 
course  full  time. 

The  simplest  way  to  trans- 
fer business  assets  is  to  make 
gifts  of  stock  during  your  life- 
time. An  individual  can  make 
tax-free  gifts  of  up  to  $10,000 
a  year,  reducing  estate  val- 
ue— and  taxes — down  the  line. 
"Tax  law  strongly  encourages 
you  to  transfer  ownership 
early,"  says  Ross  Nager.  ex- 
ecutive director  of  Arthur  An- 
dersen's newlv  created  Center 


ceive  stock  too,  a  buy-sell 
agreement  is  a  must. 

Buy-sell  agreements  come 
in  two  basic  types:  cross-pur- 
chase agreements,  in  which 
remaining  shareholders  are 
obligated  to  buy  the  departing 
owner's  stock,  and  redemp- 
tion agreements,  in  which  the 
corporation  makes  the  pur- 
chase. By  determining  a  value 
for  each  shareholder's  inter- 
est and  setting  payment 
terms,  such  agreements  are 
"the  ultimate  fail-safe,"  savs 


Nager,  to  avoid  shareh< 
disputes  and  dissolution 
the  business.  If  an  owner 
dies  has  heirs  who  aren' 
volved  in  running  the 
ness,  they  receive  cash  fo: 
deceased's  shares. 

CUSTOM  TAILORING.  To  2 

draining  money  from  the  1 
ness  to  redeem  an  ex-owi  | 
shares,  many  companies 
buy-sell  agreements  with 
insurance.  Under  a  cross 
chase  agreement,  each  si 
holder  buys  a  policy  on 
lives  of  all  the  others.  Pr 
urns  come  out  of  their 
aftertax  income,  and  busi 
creditors  cannot  attach 
value  of  the  policies.  Red< 
tion  agreements  are  sim 
because  each  shareho 
deals  with  only  one  enti 
the  company — rather 
with  several  other  share! 
ers.  But  since  premiums 
paid  by  the  corporation, 
insurance  proceeds  may 
subject  to  the  corporate  a 
native  minimum  tax. 
creditors  can  attach  the 
value  of  the  policies. 

The  formula  for  deter 
ing  stock  value  varies  dep 
ing  on  the  business.  It  maN* 
based  on  a  multiple  of  e* 
ings  or  a  multiple  of  billii 
for  instance.  If  the  pure! 
price  meets  several  statul 
conditions,  the  Internal  R 
nue  Service  treats  the  gaii 
the  departing  owner's  heir 
a  bona  fide  transaction  rat 
than  as  a  gift  or  bequest 
general,  however,  the  poin 
a  buy-sell  agreement  isn't 
reduction  but  a  smooth  tra 
tion  of  ownership.  Since  I 
sell  agreements  are  compli 
ed  and  must  be  customi;: 
legal  and  accounting  ad' 
is  essential.  You  may  l 
want  an  outside  appraiseil 
help  determine  your  busim 
value. 

Trusts  can  accomplish 
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estate  tax  objective  as 
ght  gifts  if  you  gradually 
fer  stock  into  a  child's  or 
>e's  account  while  you're 
going  strong.  They  also 
:  sense  when  the  issue  of 
•ol  remains  unresolved, 
len  heirs  are  very  young, 
e  structure  gaining  in 
larity,  called  a  grantor 
tied  annuity  trust  (GRAT), 
s  neatly  for  large  es- 
.  The  business  owners 
;fer  stock  into  a  trust 
pays  them  a  fixed  annual 
int  over  several  years, 
taxes  are  paid  based  on 
;  the  shares  are  worth 
a  they're  transferred. 

means  when  the  heirs 
ve  the  trust,  they  owe  no 
;e  taxes,  no  matter  how 


much  the  stock  has  appreciat- 
ed. ERl's  Lemelman  has  a 
GRAT  as  well  as  a  buy-sell 
agreement. 

The  classic  estate  freeze,  in 
which  you  create  two  classes 
of  stock,  has  come  under  in- 
tense scrutiny  from  the  IRS 
and  Congress.  In  the  good  old 
days,  you  could  issue  yourself 
preferred  stock  and  freeze  its 
value,  then  issue  your  kids  or 
other  shareholders  common 
stock,  which  appreciated. 
Thus,  when  the  time  came  to 
give  away  or  bequeath  your 
preferred  stock,  taxes  reflect- 
ed its  old,  lower  value. 

You  can  still  do  this,  but 
you  must  "prove"  that  your 
preferred  shares  reflect  the 
real  value  of  your  business  by 


paying  yourself  a  high  divi- 
dend. For  instance,  says 
Nager,  the  owners  of  a  $7 
million  business  can  give  $1.2 
million  worth  of  stock  to  their 
heirs  tax-free,  so  they  have 
to  value  their  preferred  at 
$5.8  million.  The  law  gives  lit- 
tle idea  of  what  the  dividend 
rate  should  be,  but  even  at  a 
conservative  10%,  they  will 
need  to  pay  themselves 
$500,000  a  year  in  dividends, 
possibly  more  than  annual 
earnings.  Many  tax  experts 
feel  that  for  businesses  ex- 
ceeding $2  million  in  value,  es- 
tate freezes  have  become  pro- 
hibitively expensive. 

What  if  your  kids  come 
back  from  college  and  an- 
nounce they  want  to  be  ma- 


rine biologists?  You  may  find 
a  worthy  successor  among 
your  nonfamily  managers.  Or 
you  may  want  to  sell  to  an 
outside  investor  who  has 
watched  your  business  grow 
over  the  years.  Here,  too,  you 
can  ease  the  tax  bite  by 
stretching  the  strategy  out 
over  a  number  of  years.  Sell- 
ing stock  in  installments  at  a 
preset  price  will  spread  your 
taxable  gain  into  more  afford- 
able chunks. 

Whatever  your  plan,  think 
in  terms  of  founding  a  dynas- 
ty. That  makes  succession 
planning  a  pleasure  instead  of 
a  pain.  You  can't  take  it  with 
you,  but  you  can  keep  your 
name  on  the  door  after  you're 
gone.  Joan  Warner 
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JAZZED-UP 
CANTONESE 
IN  VANCOUVER 


For  many  Westerners, 
Cantonese  food  is  synon- 
ymous with  bland.  Shun- 
ning such  hackneyed  entrees 
as  chop  suey,  egg  foo  yung, 
and  lemon  chicken,  discerning 
palates  have  favored  the  spici- 
er flavors  from  the  Hunan, 
Szechuan,  and  Mandarin  re- 
gions instead. 

Now,  restaurateurs  emi- 
grating from  Hong  Kong  are 
winning  converts  to  a  superi- 
or style  of  Cantonese  cuisine, 
which  is  delicately  seasoned 
and  seafood-based.  In  Van- 
couver, B.  C,  the  Chinese  pop- 
ulation of  roughly  200,000  has 
swelled  by  at  least  40,000  new 
Hong  Kong  immigrants  in  the 
past  four  years.  Some  of  the 
city's  best  Cantonese  restau- 
rants have  cropped  up  in  that 
time,  most  of  them  outside 
the  traditional  Chinatown. 


Dynasty,  in  the 
Ramada  Renais- 
sance Hotel  down- 
town, ushered  in 
the  era  of  gourmet 
Cantonese  dining  in 
1987.  Chef  Lam 
Kam  Shing  buys 
such  supplies  as  a 
rare  ingredient  for 
his  shark's  fin  soup 
directly  from  Asia. 
Dynasty  also  offers 
innovative  mixtures 
of  Western  and  Chi- 
nese cuisine,  includ- 
ing crisp  chicken 
with  champagne 
and  lobster  with 
mango  slices.  A  fine 
dinner  for  two  runs 
about  $125. 

Grand  Fortune 
Restaurant  (755 
Burrard  St.)  is  the  most  opu- 
lent of  three  Fortune  restau- 
rants in  Vancouver.  Its  menu 
features  lobster,  crab,  and 
rock  cod,  the  closest  fish 
to  Hong  Kong's  garoupa. 
Desserts  include  swallow's 
nests — sweetened,  of  course, 
but  absolutely  genuine,  har- 
vested from  Asian  caves. 
Prices  at  Grand  Fortune  are 


GOURMET  DELIGHTS  FROM  DYNASTY'S  LAM  KAM  SHING 


comparable   to  Dynasty's. 

The  beautiful  Imperial  Chi- 
nese Seafood  Restaurant  (355 
Burrard  St.)  makes  dim  sum 
into  an  art  form.  The  tidbits 
are  brought  on  individual 
dishes  instead  of  wheeled 
around  on  a  cart  and  include 
bits  of  stuffed  eggplant  and 
deep-fried  squid  as  well  as 
shrimp  dumplings  and  sesame 


balls.  A  dim  1 
lunch  for  two  <l 
about  $25.  Priccgi 
up  at  dinner,  \1 
the  menu  rever  I 
more  substantiaa 
trees:  salmon  it| 
black  bean  s;l 
and  suckling  pi;? 

For  authentl 
and  good  valuer 
Li  Pai  Lau  Sea1* 
Restaurant  (Ijt 
Granville  St.)^ 
basement  resu 
rant  so  popular  a 
customers  usec| 
line  up  on  a 
stairs,  where  Hi 
Kong  stock  pil 
were  posted,  (u 
petition  has  I 
waiting  time,  1 
the  new  owii 
don't  update  the  Hang  Si 
index.  But  you  can  still  ft 
on  stewed  sliced  abalone  '(J 
goose  feet  and  deep-frieci 
geon  stuffed  with  mime 
shrimp,  at  a  cost  of  $60  sn 
two.  With  the  chatter  of  1 
nese  customers  and  the  cl 
ing  of  mahjong  tiles,  1 
will  think  you're  in  Hig 
Kong  itself.     Don  Jones  1m 


Getting  money  into  an  in- 
dividual retirement  ac- 
count is  usually  as  simple  as 
walking  into  a  bank.  But 
moving  it  into  another  insti- 
tution means  choosing  be- 
tween two  different  routes: 
the  rollover  and  the  trustee- 
to-trustee  transfer.  Each  has 
its  own  set  of  rules. 

With  the  rollover,  you  sim- 
ply get  a  check  that  you  can 
use  as  you  like — perhaps  to 
give  yourself  a  bridge  loan 
until  you  close  on  selling 
your  house  or  to  generate 
some  interest  income  by 
banking  the  lump  sum  until 
you  roll  it  into  another  IRA. 
two  rules.  That's  easy  mon- 
ey. But  the  Internal  Revenue 
Service  is  "very  strict"  in  en- 
forcing two  key  rules,  says 
Jeffrey  Weiss,  an  attorney  in 
Cleveland  for  Bender's  Fed- 
eral Tax  Service.  One  is  that 
you  must  roll  the  money  into 
the  new  IRA  by  the  60th  day 
after  you  receive  it.  Miss  the 
deadline  by  even  one  day  and 
you  will  owe  income  tax, 


Smart  Money 


HOW  TO  DO 
THE  IRA  SHUFFLE 


plus  a  10%  early-distribution 
penalty  if  you're  under  59  V2. 
At  top  federal,  state,  and 
city  income-tax  rates,  that 
could  cost  half  your  nest 
egg.  And  if  you  already  have 
put  in  your  $2,000  for  the 


Roll  over  your  IRA 
within  60  days — or 
face  the  irs's  wrath 


year,  Weiss  adds,  a  bungled 
attempt  to  roll  over,  say, 
$10,000,  could  turn  the  extra 
$8,000  into  an  excess  contri- 
bution. On  that,  there's  a 
separate  6%  penalty. 
The  other  rule  is  that  you 


can  do  a  60-day  rollover  only 
once  every  12  months  with- 
out the  risk  of  triggering 
taxes  and  penalties.  But 
there  is  a  way  around  this. 
"The  rule  applies  separately 
to  each  IRA  you  have,"  says 
Eli  Warach,  author  of  Max- 
well MacMillan's  1992  Feder- 
al Tax  Handbook.  So,  if  you 
want  fairly  flexible  access  to 
your  ira  funds,  Warach  ad- 
vises, it's  best  to  divvy  them 
up.  Instead  of  $60,000  in  one 
IRA,  say,  make  it  three 
$20,000  accounts.  If  you  need 
to  use  $20,000  now,  you  can 
close  one  IRA  and  keep  the 
others  available  for  tapping 
without  waiting  12  months. 

But  say  your  motive  is  to 
plunk  your  IRA  money  into  a 
more  congenial  institution. 


You  may  want  to  move  ycl 
certificate  of  deposit  into! 
healthier  bank  or  into  cl 
that  pays  a  bit  better,  or  ill 
a  brokerage  house  or  mul 
al-fund  family  in  pursuit  5 
capital  gains.  And  as  marll 
conditions  change,  you  ml 
want  to  make  such  a  switl 
more  often  than  once  a  ye;l 
If  that's  you,  then  t| 
trustee-to-trustee  transit 
has  the  edge,  says  WaraJ 
because  "it's  not  affected  I 
the  one-year  waiting  perkxl 
The  transfer  takes  place  I 
the  books  of  the  two  instill 
tions,  and  you  don't  get  evl 
a  moment's  control  over  t| 
money.  So  the  law  lets  yl 
arrange  such  switches  as  (I 
ten  as  you  want.  "Don't  juj 
tell  them  to  do  it  and  .1 
back,"  though,  cautions  Wj] 
ach.  The  trustee  losing  til 
funds  may  drag  its  feet  for  1 
month  or  more,  so  arm  yoij 
self  with  the  account  nui 
bers,  names,  and  phone  nui  \ 
bers  you  need  to  keep  thinj 
moving.  Dick  Janss<  \ 
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PERSONAL  BUS 


VINTAGE  GOLF  RETURNS 
TO  NAPA  VALLEY 


Palmer 


Trevi 


vino 


Player 


Rodriguez 


October  14-20, 1991 

Silverado  Country  Club  &  Resort  •  Napa,  California 


3 c  a  part  of  the  tradition  when  the  world's  greatest  golfers  on  the 
Senior  PGA  Tour  play  in  the  third  annual  Transamerica  Senior 
Golf  Championship  on  October  14-20,  1991. 
Intensity  turns  to  excitement  as  Lee  Trevino  defends  his  1990  title 
;ainst  such  golfing  greats  as  Arnold  Palmer,  Gary  Player,  Miller  Barber, 
)b  Charles,  Gene  Littler,  Chi  Chi  Rodriguez,  Orville  Moody  and  many 
ore,  all  who  will  be  seeking  a  share  of  the  $500,000  winner's  purse. 

The  Tournament  will  be  held  at  the  prestigious  and  beautiful  Silveradc 
ountry  Club  and  Resott,  which  is  located  in  the  rolling  hills  of  Napa 
alley.  Silverado  provides  a  picturesque  backdrop  for  the  competition 
id  is  ideally  suited  tor  spectator  enjoyment.  Silverado's  6,632  yard, 
ir  72  South  Course  is  one  of  Northern  California's  well  respected 
mrses  designed  by  golf  course  architect  Robert  Trent  Jones  Jr. 

Don't  miss  this  extraordinary  opportunity  to  see  the  world's 
eatest  golfers  compete  in  a  poised  atmosphere. 


Buy  In  Advance  and  Save 

Order  one  of  the  many  ticket  plans  available  and  save  on  At-The- 
Gate  Prices.  Also,  order  your  admission  early  and  save  even  more.  These 
admission  plans  are  only  available  in  advance.  During  the  tournament, 
all  At-The-Gate  Prices  will  apply.  Tickets  are  subject  to  limited 
availability  so  call  now  and  order  to  insure  your  participation. 

Corporate  Hospitality 

Corporate  Hospitality  has  long  been  a  vehicle  tor  corporate  image 
enhancement.  At  the  Transamerica  Senior  Golf  Championship  many 
exclusive  packages  are  available  to  meet  any  company's  entertainment 
needs  tot  gtoups  of  any  size  up  to  100.  Packages  ate  limited  in  numbet 
so  contact  the  tournament  office  for  full  details  on  how  yout  party  can 
have  its  own  hospitality  tent  and  become  an  integral  part  of  this 
extraordinary  event. 


Tournament  Information  Northern  California 

707-252-8687      TRANSAMERICA  800-635-9794 

SENIOR  GOLF  CHAMPIONSHIP 

Benefiting  Napa  Valley  Charities 


128A-CA 


NOW 
DISAPPEARING 

AT  A 
LOCATION 
NEAR  YOU. 


These  sea  otters  were  once  on  the  brink  of 
extinction.  They  are  doing  better  now,  but 
hundreds  of  other  species  are  in  trouble. 

Since  1951,  The  Nature  Conservancy  has 
protected  millions  of  acres  of  habitat  for 
threatened  species  in  all  50  states.  And  in  a 
novel  way  — we've  bought  it. 

A  good  job  .  .  .  but  not  good  enough.  Time 
is  running  out.  Whole  species  are  vanishing 
every  day. 

So  join  us.  Write  The  Nature  Conservancy, 
Box  CD0021,  1815  N.  Lynn  Street, 
Arlington,  VA  22209.  Or  call  1-800-628-6860. 
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Conservation  Through  Private  Action 

Original  concept  courtesy  of  Lewis  &  Partners,  San  Francisco 


The  Microsoft  Windows"  graphical 
vironment  has  become  incredibly  popular. 

And  not  surprisingly  the  best  way  to 
t  around  the  Windows  environment  and 
plications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
the  field,  so  to  speak,  you  could  say  it's 
:come  an  industry  standard.  In  fact,  it's 
:en  so  well  received,  it  has  even  won  the 
Z  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Microsoft 


1  Mu  rosofl  Corporation  All  rights  reserved  Pnnted  in  the  USA  Inside  the  50  Untied  States,  call  (800)  5411261.  Dept.  R06,  outside  the  50  United  States,  call  (206)  93&8661  Customers  in  Canada,  call  (416)  5683503.  Microsoft  and  the 
ioft  logo  are  registered  trademarks  and  Making  it  all  make  sense,  the  Microsoft  Mouse  design  and  Wmdoios  are  trademarks  of  Microsoft  Corporation  The  Microsoft  Mouse  design  is  protected  by  US  Design  Patent  No  302.426 


GTE  WANTS  TO  HELP  KE) 

With  Their  Calling. 


Entrepreneur.  Doctor.  Actor. 
Lawyer.  Engineer. 

Whatever  career  path  a  studen 
chooses,  the  chances  of  walking 
successfully  improve  ten-fold  wit 
a  quality  education.  That's  why 
GTE  created  programs  to  help  ki< 
get  the  most  out  of  the  classroom 
and  subsequently  get  the  most  ou 
of  their  calling  in  life. 

Our  GIFT  program  (Growth 
Initiative  For  Teachers),  sends 
teachers  back  to  school,  to  maste 
modern  learning  tools,  so  they  ca 
help  students  master  them. 

Another,  Adopt  A  School,  en 
courages  our  own  employees  to  b 
volunteer  tutors,  by  donating  som 
of  their  extra  time  to  offer  kids  exti 
help  with  difficult  subjects. 

We've  also  created  the  GTE 
Academic  All-American  Endow 
ment,  which  awards  scholarships ., 
to  the  college  students  who  stand 
out  both  in  the  classroom  and  on 
the  playing  field. 

And  Common  Sense,  a  partnei 
ship  program  with  the  National 
PTA,  helps  parents  help  kids  to  ste 
off  drugs,  and  stay  in  school. 

Were  proud  to  help  improve  th 
quality  of  education  for  America's 
students.  We  hope  our  efforts  will 
inspire  other  companies  to  do  the 
same.  The  way  we  see  it,  if  you're 
strengthening  today's  student, 
you're  strengthening  tomorrow's 
professional. 


THE  POWER  IS  ON 


lex  to  Companies 

1,1  W  gives  the  starting  page  for  a  story  or  fea- 
|J|  1  a  significant  reference  to  a  company.  Most 

U  ries  are  indexed  under  their  own  names. 

M  lies  listed  only  in  tables  are  not  included. 


08 

America  112 
1  Micro 
32 
120 

ale  120 

lustrie  5 
■alpin  120 

•Busch  26 
!,  132 
02 

orch  32 
>cation  112 
0 

raves  33 


•rica  23 
102 
23 

cy  Fee  Auditors 

Rationale  de 

08 

15 

ter 

inment  110 
Creameries  37 
5, 1C8 
26 

srospace  100 
Union  Gas  92 
n  Ingersoll  60 
land  116 


II  Soup  26 
Jn  Cutting 
s  120 
68 

n  68,  108 
120 

echnologies  32 
Dior  108 
24,  25 
108 

State  Bank  68 
ne  20 
bank  108 
32,  116 
88 
108 

□  IBank  110 
'alt  38 

nnais  52,  108 


nz  108 


DEC  92 
Dillon  Read  25 
Directors  Fund  112 
Dover  Elevator  82 
Dow  Chemical  10 
Drexel  Burnham 

Lambert  60 
DTK  Computer  120 
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Eastern  Air  Lines  120 
Eastman  Kodak  120 
Eaton  Vance  Growth 

Fund  112 
E  II  Holdings  108 
Embassy  Suites  20 
Energy  Transportation 
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ESPN  33 
Executive  Life 
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Japonica  Partners  60 
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JWP  116 
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Kellogg  10 
Koppers  35 

Kraft  General  Foods  26 
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Lands'  End  10 
Lockheed  5 

Lowry  Market  Timing  112 
LTV  60 
LVMH  108 
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Federated  Department 
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Fifth  Third  Bancorp  23 
First  Bank  System  68 
First  Boston  85 
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Gaylord  Entertainment  85 
GE  35 
GEC  Alsthom 

International  120 
General  Development  60 
General  Dynamics  5,  10 
General  Mills  68 
Gillett  Holdings  60 
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Groupe  Bull  39 
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Mail  Boxes  Etc.  102 
MAPFRE  120 
Marketing  Mercadeo 
International  102 

Massachusetts  Mutual  Life 
Insurance  112 

McDonald's  102 

McDonnell  Douglas  5 

Memorex  Telex  108 

Metaphor  Computer 
Systems  92 

MGM/UA 

Communications  108 
Microsoft  92 
Mitsubishi  Motor  24 
Mitsui  120 
Mobil  10 
Monsanto  28 
Motorola  5 
Mrs.  Fields  Cookies  10 
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Regency  Fund  112 
Republic  Notional  Bank  of 

New  York  23 
Revco  60 

Reynolds  Metals  25 
Rhone  Poulenc  108 
RJR  Nabisco  108 
Roadway  Services  20 
Roberts 

Pharmaceutical  116 
Rockwell  International  5 
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Salomon  Brothers  12 
Sears,  Roebuck  102 
Sextant  Avionique  120 
Shearson  Lehman 

Brothers  92 
Shell  Oil  48 
Siemens-Nixdorf  39 
Sierra  Tucson  116 
SignExpress 

International  102 
Southeast  Banking  120 
Southmark  60 
Special  Emerging 

Growth  112 
Special  Global 
Growth  112 
Stouffer  88 
Sun  Microsystems  92 
Sunbeam-Oster  60 
Sunbelt  Growth  112 
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Hanson  35 
HeelQuik  102 
Heinz  26,  86,  88 
Herman  Miller  10 
Hershey  Foods  10 
Hewlett-Packard  95,  120 
Honeywell  25,  108 
Hubinger  86 
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Iberia  Air  Lines  120 
IBM  10,92,  100,  116 

IMCERA  20 
Imperial  Chemical  35 
Integrated  Information 

Technology  32 
Intel  32 

International  Paper  35 


NBD  Bancorp  23,  110 
New  Line  Cinema  52 
NexGen  Microsystems  32 
NeXT  92 

Northgate  Computer  32 
Northern  Trust  110 
NutraMax  Products  1 16 
Nynex  22,  74 
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Objective  Technologies  92 
Objectivity  100 
Olivetti  39 
Ontos  100 
Oppenheimer  112 
Oracle  Systems  100 
Otis  Elevator  28 


Tandy  20 
Texaco  120 
Texas  Commerce 
Bancshares  23 
Texas  Industries  20 
Theo.  H.  Davies  10 
Thorn  Apple  Valley  1 16 
Time  Warner  35,  108 
Transamerica  Fund 

Management  112 
T.  Rowe  Price  High-Yield 

Bond  Fund  112 
Turner  Broadcasting 
System  33 

u 


Pacific  Horizon  High- Yield 

Bond  Portfolio  1 12 
Pacific  Lumber  108 
Paribas  108 
Penney  (J. C.)  10 
PepsiCo  26 
Philip  Morris  86 
Pioneer  82 

Premium  Income  Fund  112 


UAL  24,25 

Union  Carbide  10 
Unum  Life  Insurance  92 
Usinor  Sacilor  108 

V 

Vance  Sanders  Special  1 12 
Vneshekonombank  38 

w 


Wal-Mart  10,  102 
Weight  Watchers  86,  88 
Wheeling-Pittsburgh 

Steel  60 
WorldCorp  116 

X 


Xerox  74,92 

z 


Zeos  International  116 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 
Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National/Regional/Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 
Woburn,  Massachusetts  01801 
(617)  932-3939  •  FAX:  (617)  932-6335 
TLX  497-2961  CRPTECH 


IF  YOU'RE  NOT 


art  (HI 


YOU'RE  THROWING 
IT  ALL  AWAY. 


1-800-CALL-EDF 
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to  n#- 

Port 

^^^^ 
ater  hour  without  g 

marts  come  from  our excl^v  ^  ^  s 

recf.arge  you  >f  oa*  to 

where  you  *^'re  in.  .  rhP  name  of  your 

nea,es?Zen1thDataSystemNorthAmenca. 

call 


ZENITH  pi 

data  systems 

Groupe  Bull 


Intel386  and  the  Intel  laside  Logo  arc  trademarks  of  Intel 
Corporation  MastersPon  and  Premier  System  Management 
tradermrkscit  Zenith  Dala  Systems  (  orp.  .ration  MS-DOS  a. 
Microsoft  Windows  arc  trademarks  of  Microsoft  Corporatiil 
'Under  normal  rest/resume  conditions  Battery  life  varies 4 
application.  CPU  clock  speed,  memory  configuration,  peripj 
options  attached,  hard  disk  access,  and  display  settings 
Copyright  C  1991  Zenith  Data  Systems  Corporation 


vestment  Figures  of  the  Wee 


ENTARY 

eral  Reserve's  interest  rate 
ked  a  rally  in  the  bond 
while  the  stock  market  re- 
skittish.  Buoyed  by  low  in- 
ind  money-supply  numbers, 
isury's  benchmark  30-year 
treated  below  8%,  hover- 
jnd  an  1  8-month  low  of 
Major  commercial  banks 
led  to  the  0.5%  cut  in  the 
t  rate  and  the  0.25%  nick 
■deral  funds  rate  by  lower- 
prime  by  0.5%,  to  8%.  The 
lid  on  news  of  lower  inter- 
s,  but  then  rallied  on  news 
.S.  ultimatum  to  Iraq. 


STOCKS 

Sept.  Mar. 


Sept.  12-18 


BONDS 

Sept.      Mar      Sept     Sept.  12-18 


THE  DOLLAR 

Sept.  Mar. 


Sept.     Sept.  11-18 


[ 


■ft 


386  94 
385 


p  [■ »  r  ** 13 


370 

63  27 


1  -week  change 
+0.5% 


52-week  change 
+  10.3% 


1-week  change 
+  1.0% 


1  -week  change 
-0.5% 


KET  ANALYSIS 


TOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

)NES  INDUSTRIALS 

3017.9 

1.0 

18.0 

90-DAY  TREASURY  BILL  YIELD 

5.33% 

5.39% 

7.7% 

MPANIES  (Russell  1000) 

202.9 

0  6 

23.9 

30-YEAR  TREASURY  BOND  YIELD 

7.92% 

8.02% 

9.0% 

COMPANIES  (Russell  2C00) 

176.9 

0.5 

29.3 

fan  r  r\  r\  r\  i\ 1 1  r\  r  hi  rv  VI Fl  f\ 

S&P  500  DIVIDEND  YIELD 

3.2% 

3.2% 

3.7% 

APANIES  (Russell  3000) 

215.8 

0.6 

24.2 

S&P  500  PRICE/EARNINGS  RATIO 

19.8 

19  7 

14  8 

GN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 

381.3 

180  7 

Positive 

1  (FINANCIAL  TIMES  100) 

2583  6 

-1.6 

25.1 

49.5% 

49.3% 

Neutral 

(NIKKEI  INDEX) 

23,317.8 

3.6 

-1.7 

Speculative  sentiment:  Put/call  ratio 

0.49 

0  45 

Positive 

TO  (TSE  COMPOSITE) 

3418.5 

-0.3 

4  4 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.63 

2.51 

Negative 

IIUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

i 

12.7 

63  3 

MATTEL 

18.6 

43.9 

27  % 

ES 

10.7 

78.0 

NIKE 

14  2 

37.0 

51  3/s 

RMARKET  AUTO  PARTS 

10.3 

50.0 

GOODYEAR  TIRE  &  RUBBER 

23  8 

112  6 

42  'A 

REBUILDING 

10  2 

56.6 

KAUFMAN  &  BROAD  HOME 

22.1 

59.3 

1  1  Vt 

iR  CONTAINERS 

9.5 

46.8 

TEMPLE  INLAND 

112 

46.9 

A7 

WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

D  MINING 

-10.9 

-29.8 

PLACER  DOME 

-15.7 

-37.2 

1  0  1  j 

NSE  ELECTRONICS 

-8.9 

23.5 

E  SYSTEMS 

-14.3 

26  6 

34  '  , 

IC0NDUCT0RS 

-8.1 

10.6 

NATIONAL  SEMICONDUCTOR 

18  2 

-5.3 

4  Vl 

RUMENTATI0N 

-6  6 

39.1 

TEKTRONIX 

-16.7 

66.7 

23  Vs 

LUTION  CONTROL 

-5.3 

-5.5 

BROWNING-FERRIS  INDUSTRIES 

-21.7 

-36.1 

19  % 

TUAL  FUNDS 


MORNINGSTAR  INC 


IRS 

sek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

'ENHEIMER  GLOBAL  BIO-TECH 
ARSON  SMALL  CAPITALIZATION 
UNITED  KINGDOM  SMALL  COMPANY 

17.9 
13.2 
10.8 

STRATEGIC  SILVER 
STRATEGIC  INVESTMENTS 
BENHAM  GOLD  EQUITIES  INDEX 

-12.3 
-12  1 

-11.7 

•k  total  return 

% 

52-week  total  return 

% 

'ENHEIMER  GLOBAL  BIO-TECH 
ELITY  SELECT  BIOTECHNOLOGY 
A  CAPITAL  DEVELOPMENT 

97.0 
77.0 
76.0 

STRATEGIC  SILVER 

RUSHM0RE  PRECIOUS  METALS  INDEX  PLUS 
STRATEGIC  GOLD/MINERALS 

-35.4 
-31.4 
-30.8 

H  S&P  500 

4-week  total  return 


Average  fund 
52-week  totol  return 
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TIVE  PORTFOLIOS 


r  amounts 
sent  the  present 
of  $10,000 
'ed  one  year  ago 
:h  portfolio 

ntages  indicate 
□  y  totol  returns 


U.  S.  stocks 
$12,215 

+0.24% 


UJ 


Treasury  bonds 
$12,122 

+0.99% 


Foreign  stocks 
$11,070 

+2.41% 


llll 


Money  market  fund 
$10,576 

+0.1 1  % 


DATA  RESOURCES  INC 


Gold 
$8,985 

-1.34% 


□  on  this  page  are  as  of  market  close  Wednesday,  September  18,  1991,  untes 
;d.  Industry  groups  include  S&P  500  companies  only;  performance  and  share  pric 


otherwise 
s  are  as  of 


market  close  September  1  7  Mutual  fund  returns  are  as  of  September  1  3.  Relative  portfolios  are  valued  os 
of  September  1 7  A  more  detailed  explanation  of  this  page  is  available  on  request. 
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[Editorials 

i 

THE  FIRE  NEEDS  MORE  WOOD,  MR.  GREENSPAN 

■■■he  Federal  Reserve's  efforts  to  put  the  recovery  on 
H  solid  ground  are  feeble.  We  applaud  its  Sept.  13  cuts  in 
I  :he  federal-funds  rate  and  the  discount  rate,  but  those 
actions  were  justified  weeks  ago  by  the  increasingly  shaky 
recovery,  by  the  worrisome  slowdown  in  the  broader  mea- 
sures of  the  money  supply,  by  the  tightness  in  bank  lending, 
and  by  the  bright  prospects  for  lower  inflation.  The  econo- 
my's financial  wounds  need  the  binding  only  a  healthy  econ- 
omy can  proride  (page  20 1.  The  failure  of  the  central  bank  to 
move  boldly  has  led  to  continued  bleeding. 

One  problem  is  the  Fed's  insistence  on  targeting  interest 
rates.  The  Fed  arbitrarily  sets  the  federal-funds  rate  and 
then  supplies  to  the  banking  system  whatever  reserves  are 
necessary  to  achieve  that  rate.  Reserves  are  the  raw  ma- 
terials that  the  banks  use  to  create  money.  If  loan  demand  is 
weak,  the  target  fed-funds  rate  is  too  high  to  stimulate  the 
economy.  In  the  past,  interest -rate  targeting  often  has  led 
monetary  policy  to  respond  too  slowly  to  shifts  in  economic 
conditions.  That  is  an  acute  concern  right  now.  when  the 
economy  is  already  less  responsive  to  lower  rates  because  of 
its  financial  problems.  The  result  could  be  a  recovery  that 
falls  short  of  even  the  Fed's  modest  expectations,  or  even 
worse,  an  upturn  that  fizzles  out. 

If  the  banks  are  reluctant  to  lend,  and  business  is  reluc- 
tant to  borrow,  interest-rate  targeting  allows  the  money 
supply  to  go  haywire.  M2.  the  Fed's  favorite  money  mea- 
sure, has  now  plunged  through  the  floor  of  the  central 
bank's  target  range.  M2  fell  in  both  July  and  August,  the 

first  two-month  decline  since  the  central  bank  began  keej 
monthly  records  in  1959. 

Fed  Chairman  Alan  Greenspan  has  rightly  termed  the 
lationship  between  M2  and  gross  national  product  "one  of 
most  enduring  in  our  financial  history."  And  that  mt 
that  there  is  a  glaring  inconsistency  in  the  chairman's  j 
cy.  The  Fed's  own  forecasts  for  real  gross  national  proc 
and  inflation  imply  growth  of  nominal  GXP  between  5% 
7%.  But  there  is  no  way  that  is  going  to  happen  as  lonj 
M2  is  growing  at  a  meager  2.5%— unless  money  turns  c 
far  faster  than  its  long-term  trend.  That  isn't  likely  wher 
terest  rates  are  falling. 

Breathing  life  into  borrowing  and  lending  will  not 
easy.  Many  consumers  and  businesses  are  too  busy  pa) 
down  old  debt  to  take  on  new  loans.  And  banks  are  less  j 
ing  to  lend  because  they  must  devote  more  funds  to  si 
up  weak  balance  sheets,  meet  higher  capital  requireme 
and  satisfy  the  regulators.  Many  big  banks  still  have  not 
their  prime  rate,  despite  the  widest  spread  on  record 
tween  the  prime  and  banks'  cost  of  funds. 

We  aren't  calling  for  a  return  to  money-supply  targei 
and  the  strict  monetarist  principles  of  the  Fed  under  Pau 
Volcker.  But  more  cuts  in  the  fed-funds  rate  are  warrar 
until  interest  rates  hit  a  flash  point  that  sparks  lenc 
and  faster  growth  of  the  money  supply.  The  worris( 
economic  data  tell  us  we  are  not  there  yet.  Next  tim< 
half-point  reduction  may  even  be  justified  instead  of 
overly  cautious  quarter-point  cuts  the  Fed  has  employe 

A  GREAT  LEAP  FOR  SOFTWARE— AND  BUSINESS 

^flB  omputers  are  often  hard  to  relate  to,  frustrating  a  lot 

H      of  people.  Apple  Computer  Inc.'s  Macintosh,  with  its 
graphical  symbols,  was  an  important  first  step  to- 
ward greater  "user-friendliness."  But  now,  a  new  technology 
just  coming  into  vogue,  called  object-oriented  programming, 
promises    to    stretch    the    Mac's    inviting    appeal  a 
Brobdingnagian  step  further,  revolutionizing  software  as 
we  know  it  ipage  92). 

The  technology  is  based  on  the  creation  of  intelligent 
pieces  of  software  known  as  objects.  Such  software  can 
represent  anything  in  the  physical  world,  from  a  bond  in  an 
investment  portfolio  to  a  planet  in  the  solar  system.  By 
building  complex  software  out  of  objects,  people  are  able  to 
model  business  and  scientific  events  in  a  way  that  non- 
techies  can  understand. 

The  promise  of  object-oriented  programming  is  enormous. 
By  making  computers  far  more  accommodating,  it  should 
spur  new  demand  at  a  time  when  computer-industry  growth 
has  slowed.  But  that's  not  all.  There's  already  evidence 
that  object  programming  can  help  corporate  computing  de- 
partments reduce  the  outlandish  amounts  of  money  and 

time  spent  on  creating  their  own  programs.  That  cc 
spell  substantial  sa\ings.  since  corporations  now  spend  n 
of  their  information-technology  budgets  on  software— at 
60%  more  than  they  spend  on  hardware,  according  to  r 
ket  researchers.  To  be  sure,  converting  to  object-orier 
software  will  require  people  to  switch  away  from  sorm 
the  software  they  are  now  using.  That  may  cause  disrup 
and  require  massive  investment. 

But  if  it  makes  software  cheaper  to  create  and  easie: 
use,  it's  an  investment  that  could  pay  for  itself  many  til 
over.  The  benefits  of  lower-cost,  higher-quality  softw 
for  everything  from  automobiles  to  nuclear  reactors 
obvious.  Equally  important,  however,  is  the  significant 
object  technology  in  keeping  the  U.  S.  lead  in  softw. 
While  Japan  and  other  Asian  competitors  have  seized 
lead  in  man}-  kinds  of  hardware— from  memory  chips 
laptop  PCs— U.  S.  companies  have  managed  to  retain  ti 
edge  in  software,  largely  because  of  the  creativity 
American  programmers.  Object-oriented  programming  sh< 
keep  the  U.  S.  industry  ahead— by  making  its  programn 
geniuses  efficient,  too. 
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Or,  How  AT&T  Bell  Labs  Conceives  Some  Of 
Hie  Best  Ideas  In  Communications. 

AT&T  Bell  Laboratories.  It's  a  new  kind  of  phone  that 
knows  who  you're  calling.  A  switch  that  harnesses  the 
power  of  light.  Its  4,000  Ph.D.s.  Seven  Nobel  Prizes.  A 
new  technology  that  integrates  voice.  Data.  And  images. 
'A  patent  a  day"  Advanced  technologies  like  broadband. 
SONET  Photonics.  Discover  how  AT&T  Network  Systems 
and  your  local  telco  are  using  these  technologies  to  make 
your  public  switched  network  the  fastest,  most  reliable, 
easiest-to-use  network  in  the  world.  Discover  visions  of  the 
future.  And  ways  to  evolve  from  the  past.  Unique  solutions 
conceived  by  Bell  Labs.  And  only  available  by  calling 
AT&T  Network  Systems  or  your  local  telephone  company 

AL&T And  Your  Local  Phone  Company 
Technologies  For  Hie  Real  World. 
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very  morning  it's  the  same: 


you  jump  into  your  car,  make  a 
few  lefts,  make  a  few  rights. 


and  muscle  your  way  onto  the  high- 


-yones  office.  In  any  en 
car,  this  routine  might  quick!) 
come  tiresome. 

Of  course,  that's  preci 
why  the  Lexus  LS400  was  crea 


?p  the  ordinary  from  slipping 
le  mundane. 

For  while  any  car  can  be 
ned  to  battle  the  masses,  the 
•0  was  also  designed  to  please 
dividual.  Perhaps  that's  why  peo- 
ho  know  cars  consider  it  a  great 
nobile  rather  than  the  newest 
i  symbol. 

Just  ask  the  experts.  Since  day 
they've  maintained  there's  noth- 


ing on  the  road  quite  like  a  Lexus. 

This  theory  is  easily  supported. 
All  you  have  to  do  is  put  your  foot 
on  the  gas.  The  automobile's  250-hp 
V8  will  keep  you  from  being  intimi- 
dated by  traffic. 

Its  looks,  of  course,  will  keep 
you  from  being  confused  with  it. 

® 

Lexus 

The  Relentless  Pursuit  Of  Perfection. 


©  1190  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.' Lexus  reminds  you  In  wear  seat  belts  andnbe\  all  speed  laws.  For  more  information,  mil  800-872-5398  (800-1  SA-LEXl  Si 
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PRODUCTION 

Chonge  from  lost  week:  0.6% 
Chonge  from  fast  year  -2  9% 

1967-  100  (four-week  moving  average) 


I/O 


165 


Sept  14 
179.4 


LEADING 

Change  from  last  week:  0  0% 
Change  from  lost  year:  ~1  9% 


220 


Sept 
1990 


ivvi 


Sept 
1991 


Sept 
1990 


Jan 


The  production  index  increased  during  the  week  ended  Sept  14  The  index  is 
being  boosted  by  weather-related  demand  for  energy.  On  a  seasonally  adjusted 
basis,  output  of  electric  power  ond  rail-freight  traffic  was  up  strongly,  while  steel  and 
poperboard  output  also  rose.  Production  of  autos,  trucks,  crude-oil  refining,  coal, 
paper,  and  lumber  declined  for  the  week  Before  calculation  of  the  four-week  moving 
average,  the  index  advanced  to  181.6,  from  176  4  in  the  previous  week 
BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The   leading   index  was  virtually  flat  for  the  week  ended  Sept    14  Lower 
prices  and  a  deterioration  in  the  growth  of  materials  prices  offset  a  pickup  in 
estate  loans  and  lower  bond  yields   Data  for  the  number  of  business  failures 
unavailable,  and  M2  growth  was  unchanged  from  the  previous  week  Be 
calculation  of  the  four-week  moving  average,  the  index  increased  to  209.5, 
209.3  in  the  week  before- 
Leading  index  copyright  1  99 1  by  Center  for  International  Business  Cycle  Research 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (9/2  1 )  thous  of  net  tons 

1  725 

1,720# 

-8.4 

AUTOS  (9/21  (units 

126,610 

1  16,574r# 

-14.6 

TRUCKS  (9/21)  units 

87,623 

77,950r# 

1.0 

ELECTRIC  POWER  (9/21)  millions  of  kilowatt-hours 

60,098 

61,996# 

8  4 

CRUDE-OIL  REFINING  (9/2 1) thous  of bbl ./day 

13,860 

1  3.975.-; 

2  8 

COAL  (9/14)  thous.  of  net  Ions 

21,193# 

18,259 

0  8 

PAPERB0ARD  (9/1 4)  thous.  of  tons 

776  2# 

769  3r 

2  0 

PAPER  (9/14)  thous  of  tons 

765.0# 

768.0r 

4.2 

LUMBER  (9/ 14)  millions  of  ft 

510.7# 

417.5 

10.6 

RAIL  FREIGHT  (9/ 1 4)  billions  of  Ion-miles 

20.6# 

18.0 

-4.2 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA",  Association 
of  American  Railroads 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (9/25) 

133 

134 

138 

GERMAN  MARK  (9/25) 

1  68 

1  68 

1  56 

BRITISH  POUND  (9/25) 

1.73 

1  73 

1.87 

FRENCH  FRANC  (9/25) 

5  73 

5.74 

5  24 

CANADIAN  DOLLAR  (9/25) 

1.13 

1.14 

1  16 

SWISS  FRANC  (9/25) 

1  47 

1.47 

1.30 

MEXICAN  PESO  (9/25) 

3  044 

3,037 

2,885 

Sources:  Major  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars- 

in  units  per  U.  S 

dollar,  exce 

3t  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (9/25)  $/troyoz. 

352.750 

348  300 

1 2.4 

STEEL  SCRAP  (9/24)  #1  heavy,  $/ton 

97  00 

97  00 

-15.7 

FOODSTUFF!)  |9/23|index,  1967  100 

208  5 

207  6 

-4.2 

COPPER  (9/2 1 )  c/ib 

1 10.5 

110  7 

-17.2 

ALUMINUM  (9/21)  c/lb. 

55  8 

57.3 

-40.3 

WHEAT  (9  21)  »2  nurd  5/bu 

3.38 

3.27 

19.9 

COTTON  (9/21  (strict  low  middling  1-1/1  6  in,  C/lb 

62.15 

63  42 

-12.3 

Sources:  London  Wednesday  final  setting,  Chicago  mar 

<et,  Commodity  Research  Bureau,  Metals 

■  U:V]l!f*i:M[YW.TT 


STOCK  PRICES  (9/20)  S&P  500 


386  74 


385  83 


CORPORATE  BOND  YIELD,  Aaa  (9/20) 


8  60% 


8  63% 


INDUSTRIAL  MATERIALS  PRICES  (9/20) 


96  9 


96  8 


BUSINESS  FAILURES  (9/13) 


MA 


380 


REAL  ESTATE  LOANS  (9/i  l )  b.li.ons 


S398  6 


$398.0 


MONEY  SUPPLY,  M2  (9/9)  billions 


$3,393  3      $3,392. lr 


INITIAL  CLAIMS,  UNEMPLOYMENT  (9/7) thous 


402 


420 


Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Di  i 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonoll  I 
|usts  data  on  business  failures  ond  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Che* 
year  fc 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Aug  )  billions  $125  9 

$130. 8r 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Aug  )  millions 

$42,653 

-$40,792r 

1  1 

HOUSING  STARTS  (Aug  )  annua!  rote,  thous 

1,065 

1,059 

8 

RETAIL  SALES  (Aug  )  billions 

$1  52  3 

$153. 4r 

Sources:  Commerce  Dept ,  Treasury  Dept.,  Census  Burea 

Latest 
week 

Week 
ago 

%  Cha  r 
year  1 

MONEY  SUPPLY,  Ml  (9/9) 

$866.7 

5867  1 

BANKS'  BUSINESS  LOANS  (9/1 1) 

298  5 

300  Or 

FREE  RESERVES  (9/18) 

553 

880r 

1  10 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/ii) 

133  8 

135.4 

1 1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions). 

which  are  expressed  fcjj 

Latest 
week 

Week 
ago 

Yd 

0 

FEDERAL  FUNDS  (9/24) 

5  32 

5.25% 

8.26 

PRIME  (9/25) 

8  00 

8  00 

10.0C 

COMMERCIAL  PAPER  3-MONTH  (9/24) 

5.52 

5  51 

8  13 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/25) 

5  39 

5  41 

8.24 

EURODOLLAR  3-MONTH  (9/21) 

5.43 

5  51 

8  09 

Week,  Kansas  City  market,  Memphis  market 


Sources:  Federal  Reserve  Board,  First  Boston 


#Row  data  in  the  production  indicators  are  seasonally  od|usted  in  computing  the  BW  index  (chart};  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmer 
1  -  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meonmgful 
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CONSERVATION 

FUELS  A  HEATED  DEBATE 


laving  followed  national  energy  poli- 
Icy  in  Washington  for  over  15  years, 
I  was  particularly  pleased  that  you  ref- 
erenced three  important  misconceptions 
that  by  and  large  have  been  lost  in  the 
national  debate  ("Conservation  power," 
Cover  Story,  Sept.  16). 

First,  conservation  programs  designed 
to  meet  future  customer  loads  are  not 
necessarily  inconsistent 
with  utility-shareholder 
interest  in  increasing 
earnings.  Second,  wise 
use  of  energy  resources, 
including  implementation 
of  demand-side  manage- 
ment programs,  does  not 
have  to  be  force-fed  to 
the  utilities  by  the  federal 
government.  Finally,  even 
with  aggressive  conserva- 
tion programs,  meeting 
future  energy  demands 
will  necessitate  that  envi- 
ronmental choices  be 
made  regarding  foreign  oil  vs.  domestic 
coal,  nuclear  power  vs.  clean  air,  and 
hydro  power  vs.  fish  protection. 

Your  story  was  a  positive  depiction 
that  reminds  the  public  that  sometimes 
business  and  industry,  rather  than  the 
federal  government,  can  rise  to  the  occa- 
sion to  address  some  very  difficult  socio- 
economic problems. 

Gary  C.  Barbour 
Director,  Federal  Affairs 
Portland  General  Electric  Co. 

Washington 


You  have  been  ahead  of  the  curve  for 
years,  editorializing  on  the  many 
benefits  of  improving  U.  S.  energy  effi- 
ciency. A  central  question  this  fall  is 
whether  Congress  will  read  these  signs 
before  hitting  the  critical  fork  in  the 
road.  Will  the  Senate  pass  the  Johnston- 
Wallop  bill,  which  includes  oil  drilling  in 
the  unique  Arctic  National  Wildlife  Ref- 
uge, and  thus  stay  on  the  policy  road 
that  keeps  us  addicted  to  the  wasteful 
use  of  oil?  Or  will  the  Senate  opt  for  the 
Bryan  bill,  which  calls  for  cars  that  go 
farther  on  a  gallon  of  gas?  Greater  effi- 


ciency and  speedier  development  of  solar 
power  are  vital  to  both  our  environment 
and  our  economy. 

George  T.  Frampton  Jr. 

President 
The  Wilderness  Society 
Washington 

Your  story  correctly  recognizes  that 
conservation  is  being  increasingly 
embraced  by  Americans  at  large,  and 
especially  industry.  Although  environ- 
mental sensitivity  and  concern  with  such 
detrimental  long-range 
trends  as  global  warming 
are  a  factor,  the  primary 
motivation  is  that  conser- 
vation makes  good  busi- 
ness sense.  The  examples 
you  cite  are  evidence  that 
the  potential  for  conserva- 
tion is  all  around  us  if  we 
only  bother  to  look. 

Paul  W.  Rosenberger 
Manhattan  Beach,  Calif. 

Coal  accounts  for  al- 
most 60%'  of  electric- 
power  generation,  which, 
according  to  your  pie  chart,  represents 
36%'  of  America's  energy  usage.  There- 
fore, about  25%-  of  the  domestic  energy 
use  is  derived  from  coal.  While  energy 
conservation  is  a  worthy  objective, 
Americans  should  not  ignore  the  bene- 
fits of  making  better  use  of  our  abun- 
dant coal  reserves.  Coal  represents  90% 
of  domestic  energy  reserves.  We  should 
promote  more  research  for  finding  ways 
to  use  coal  as  an  alternative  to  imported 
petroleum. 

James  G.  Kenan  III 
President 
Kentucky  River  Coal  Corp. 

Lexington,  Ky. 

Utilities  and  the  communities  they 
serve  will  be  there  long  after  the 
people  now  serving  on  rate  commissions 
have  gone  on  to  other  things.  Utilities 
have  no  choice  but  to  respond  to  the 
short-term  policies  of  politically  sensitive 
commissioners. 

Today,  that  means  invest  in  conserva- 
tion, and  don't  build.  American  utilities 
have  practically  stopped  building  base- 
load  power  plants.  Over  90%  of  all  gen- 
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SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  the  The  Great  New  York  to  Paris  Race  was  a  motor  car  named 
Protos.  It  was  built  by  a  company  named  Siemens. 


©  Siemens  Corporation  1991 


1991.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  10,000  Siemens  people  working  at 
60  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '91  Box  8003A,  Trenton,  New  Jersey  08650 


Automation  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 
Lighting  Systems        Medical  Systems        Power  Generation       Telecommunications  Transportation 


'TEN  YEARS  AGO,  THEY  PLAYED  OUR  WEDDING  MARCH. 
THIS  ANNIVERSARY  LET'S  STRIKE  UP  THE  BAND." 


FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Fund  Can  Match 


Why  Choose  Fidelity 
For  Stock  Market 
Investing? 

We  manage  over  $45 
billion  in  equity  assets. 
1  Our  analysts  and  port- 
folio managers  contact 
over  6,000  companies 
annually. 

-  Over  40  years  of  stock 
market  experience. 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  has  helped  make 
Fidelity  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
6/30/91.  Share  price  and  return  will  varv.  Start  with 
$2,500;  $500forIRAs. 


•According  to  Upper  Analytical  Services,  Magellan  ranked  #  1  out  of 
360,  #1  out  of  442,  #64  out  of  939,  and  #216outof  1777  funds  for  the 
IS,  10,  5,  and  1  year  periods  ended  6/30/91,  respectively  ( portfolio  manager  changed  6/1/90). 

/—  ~~~~~~~~~~~ 


1-800-544-8888    24  hours 


Fidelity  Magellan  Fund.  For  more  complete  information  including  management  fees  and 
the  hind's  3%  safes  charge  and  expenses,  please  call  or  write  for  a  free  prospectus  Read  it  carefully 
before  vou  invest  or  send  money  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O. 
Box  660603.  Dallas.  TX  75266-()(i0.3 


Fidelity 


Investments' 
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erating  capacity  now  under  construct ' 
or  planned  will  burn  natural  gas. 

But  consumers  should  not  expect  jv-  I 
ings.  The  so-called  savings  are  onhir  3 
comparison  with  plants  that  don't  jet . 
built.  The  problem  is  that  even  if  comr  n 
vation  initiatives  work  well,  the  pa;f:  i 
will  only  be  to  defer  new  plants  fd*a  i 
few  more  years.  Old  plants  have  tote  I 
replaced  with  newer  and  cleaner  oi-s  ■ 
Even  if  electricity  growth  is  cut  in  Lb  s 
by  successful  conservation,  the  nam  |i 
will  need  100  or  more  large,  new  pojr 
plants  by  2010. 

A.  David  Ro:ii  a 
Los  Altos  Hills,  Cif. 

Editor's  note:  Rossin,  a  visiting  sen 
tist  at  University  of  California-Bete- 
ley,  is  former  Assistant  Secretary  'tr 
nuclear  energy  at  the  Energy  Dept 

The  private  sector  has  made  substM 
tial  technical  progress  in  energy  6jM 
ciency  over  the  past  decade,  in  m.wl 
cases  based  on  federally  supported  RD.  j 
However,  I  must  object  to  your  sl-j 
swipe  that  this  is  occurring  "wlfej 
Washington  fiddles  over  a  national  eiM 
gy  strategy."  The  national  energy  sti£j 
egy  issued  by  the  President  in  Februiyl 
contains  a  number  of  powerful  ideas  it 
accelerating  this  development,  manyxf 
which  have  been  adopted  and  amplifni 
in  legislation  now  pending. 

For  example,  President  Bush  hast- 
rected  all  federal  agencies  to  imprce 
the  energy  efficiency  of  federal  but 
ings  by  20%,  cut  petroleum  use  in  moi 
vehicles  by  10%,  and  acquire  the  m» 
mum  number  of  alternative-fuel  vehicf 
practicable.  Consistent  with  the  Pnl 
dent's  budget  request,  the  House  M 
Senate  Appropriations  Committees  hm 
provided  roughly  $285  million  for  eneif 
conservation  research  and  developing 
in  the  coming  fiscal  year.  This  reps- 
sents  an  increase  of  more  than  50%| 
just  the  last  two  years. 

J.  Michael  Dai 
Assistant  Secrete! 
Conservation  &  Renewable  Enerl 
Energy  Delis 
Washingln 

WHAT  AILS  AMERICAN 

HEALTH  INSURANCE?  I 

In  response  to  Gary  Becker's  stc^ 
"Make  families  cough  up  for  medil 
coverage"  (Economic  Viewpoint,  Sept.  s 
The  federal  government  has  recently  I 
moved  most  of  the  tax  advantages  til 
we  used  to  have  in  this  country.  To  str$| 
hard-working  people  with  a  further  b| 
den  seems  inconceivable.  Also,  why  cat 
34  million  individuals  in  this  count! 
who  cannot  obtain  health  insurance  V 
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Nightmare  Scenario  #1 


THE  UNDETECTED 
TIME  BOMB. 


The  biggest  networking  disasters  always  start  small, 


The  problems  tend  to 
begin  when  you  need 
to  grow. 
Suddenly,  the  computer 
network  that  worked  so  well 
—  doesn't  seem 


THINGS  THEY 
DONT  TELL  YOU 
AT  NOVELL 
PRESENTATIONS 


HOW  in  CHOOSE 
THt  RIGHT 
NETWORKING 
SYSTEM 


to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 

S°nd  for  this  free  booklet  And  ev- 

full  of  hard,  comparative  ■ 

information.  cry  time  you 

grow,  even  a  little  bit,  your  net- 
work gets  harder  to  manage, 
harder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  its  easy. 

It's  a  question  of  architec- 
ture. A  network  like  Novell's 
NetWare"  is  not  an  integrated 
system.  Adding  new  users  of 
services  means  having  to 
update  user  profiles,  retrain 
employees,  and  troubleshoot 
connectivity  problems. 

Banyan's  architecture  is 
designed  to  grow  effortlessly. 
(Ease  of  growth  is  why  we're 
the  leader  in  true  enterprise- 
wide  pc  networking.) 

Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  "super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion, Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 

Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 

You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  'THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 


Call  1-800-828-2404 
for  a  free  brochure. 


i  1 

Please  send  this  coupon  to:  BANYAN,  BW 
1 20  Flanders  Road.  Westboro,  MA  0 1 58 1 


il  li 

BANYAN 
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Networking.  Without  Limits. 


THE  SHARPS- 
SHOOTER 
SWEEPSTAKES  IS 
IN  FULL  SWING. 

Win  the  Shatps-Slwote? 
Sweepstakes,  and  you'll  enjoy 
an  expense  paid  trip  tor  two  to 
THE  TOUR  Championship 
at  Pinehurst,  XC,  October 
28  through  November  3. 

hi  the  meantime,  enjoy  the 
breakthrough  taste  of  Sharp's 
from  Miller,  America's  ~Z  non- 
alcoholic  brew. 

The  breakthrough  lies  in 
Miller's  patented  brewing 
discovery,  Ever-Cool!  which 
pwduces  the  smooth,  refreshing 
taste  of  real  beer  hi  a  non-alco- 
holic brew. 

So  look  for  details  where  you 
buy  Sharp's.  And  give  yourself 
a  shot  at  a  great  trip. 


OFFICIAL  NON  ALCOHOLIC 
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use  of  its  cost,  get  good  group  health 
turance?  They  should  get  it  for  a  good 
ice,  as  do  the  employees  of  GM,  GE, 
irysler,  Ford,  and  General  Mills.  It  is 
ae,  instead  of  small  individuals  and 
sinesses  taking  it  in  the  pocketbook 
r  their  health  insurance,  that  we  get 
i  same  breaks  the  big  companies  get. 

Thomas  E.  Barnett,  M.  D. 

Lodi,  Calif. 


ft 


ecker  is  correct  when  he  states  that 
families,  not  businesses,  should  be 
quired  to  pay  for  their  own  health  in- 
rance.  I  do  not  complain  of  having  all 
f  working  life  paid  in  full  for  my  farm- 
's health  care  with  no  outside  help. 
What  does  burn  me  up  is  that  just 
out  everything  I  purchase  carries  a 
ice  tag  that  is  elevated  to  cover  the 
st  of  health  care  for  someone  else.  For 
ample,  upon  purchasing  a  new  Ameri- 
n  automobile,  $700  is  included  in  the 
ice  to  cover  the  cost  of  health  care  for 
e  auto  worker,  who,  incidentally,  earns 
ach  more  than  the  average  American 
>rker  and  could  well  afford  to  pay  his 
m  way.  Yet,  I  and  50  or  60  million 
her  working  or  retired  Americans,  who 
her  have  no  health  insurance  or  pay 
r  their  own  health  insurance,  are 
lied  on  to  pay  the  auto  workers'  health 
durance.  (We  even  carry  the  load  for 
eir  insurance  after  they  retire.)  Other 
isinesses  have  about  the  same  plan,  so 
e  above  also  applies  to  them. 
The  Democrats'  suggested  plan  is  not 
e  answer.  It's  just  more  of  a  faulty, 
iled,  and  unfair  system.  America  must 
.ve  a  national  health  care  plan  where- 

•  everyone  is  insured  and  everyone 
ys.  It  is  long  overdue. 

W.  Hoyes 
Fort  Myers,  Fla. 

•  ecker  sounds  like  a  case  of  "I  got 

•  mine,  too  bad  about  you."  If  the 
her  countries  of  the  so-called  civilized 
estern  world  can  afford  to  take  care 
their  ailing,  why  shouldn't  we?  Don't 

mg  out  the  "we're  broke"  sign.  We  are 
•ending  more  per  capita  now  for  partial 
verage  than  Canada  is  for  full  cover- 
je.  The  American  Medical  Assn.  and 
e  insurance  companies  like  it  the  way 
is  and  lobby  to  keep  it  so.  Insurance 
>sts  have  run  away  on  the  inflation 
larts,  and  the  government  has  stood 
r.  The  lobbyists  are  doing  their  job. 

W.  F.  Goessling 
Chesterfield,  Mo. 

|MMhy  arc  Senator  Edward  Kennedy 

WW  (D-Mass.)  and  Gary  Becker  so  ea- 
;r  to  have  everyone  paying  higher 
[alth  care  costs?  Mandatory  insurance, 
)  matter  who  pays  for  it,  will  benefit 
e  insurers  far  more  than  it  will  the 


We  Ve  saved 

companies  an  average 

of  $20  for  every  $1  invested  in 

disability  cost  reduction  programs. 


We  get  paid  for  results! 


CIGNA 


Special  Benefits  •  CIGNA  Companies  •  Dept.  R3,  Phila.,  PA  19192 


94%  of 

our  healthplan 

patients  are  highly 

satisfied  with  their  doctors. 


We  get  paid  for  results! 


CIGNA 


Employee  Benefits  •  CIGNA  Companies  •  Dept.  R4,  Hartford,  CT  06152 
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How  nuclear  energy  benefits 
a  typical  family  oi  four 


Every  year,  the  ospreys  return  to  their 
wildlife  preserve  around  the  nuclear  elec- 
tric plant  near  Waterford,  Connecticut, 
where  nesting  platforms  have  been  built 
for  them  by  the  local  utility. 

It's  one  more  example  of  how  peace- 
fully nuclear  energy  coexists  with  the 


environment.  Because  America's  111 
operating  nuclear  plants  don't  burn 
anything  to  generate  electricity,  they 
don't  pollute  the  air.  They  don't  produce 
any  greenhouse  gases,  either. 

To  help  satisfy  the  nation's  growing 
need  for  electricity  without  sacrificing 


the  quality  of  our  environment,  we  neec 
more  nuclear  plants.  For  your  family, 
and  others  as  well. 

If  you'd  like  more  information,  write 
to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  OS26J 
Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 

©1991  USCEA 
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sured.  The  government  has  no  busi- 
ss  granting  this  industry  guaranteed 
ide  and  unregulated  power.  Let's  see 
e  health-insurance  industry  cleaned  up 
fore  we  start  talking  about  mandatory 
nirance. 

Janet  Montgomery 
Cambridge,  Mass. 

T'S  LOSE  THE  STEREOTYPES — 

EM  THE  FLATTERING  ONES  

rou  deserve  applause  for  reminding 
Corporate  America  of  the  value  of 
male  managers  in  the  workplace  in 
low  to  keep  women  managers  on  the 
rporate  ladder"  (Social  Issues,  Sept.  2). 
y  own  experience  convinces  me  that  an 
;elligent,  dedicated,  concerned  manag- 
is  a  treasured  asset  regardless  of 
nder. 

What  disturbs  me,  however,  is  the 
itement  your  writer  borrows  from 
nsultant  Marilyn  Loden's  Workforce 
merica!  The  stereotype  of  men  being 
pendent  upon  formalized,  hierarchical 
wer  while  women  "get  people  to  work 
inspiring  them  and  involving  them  in 
cisions"  smacks  of  the  worst  type  of 
xist  typecasting!  I  can  name  plenty  of 
jpirational,  power-sharing  men — and 
5t  as  many  dictatorial  women — in  man- 
■ement  to  throw  Loden's  assertion  into 
e  paper  shredder  where  it  belongs. 

William  P.  Rompf 
Nashville 

■NYING  STRIKERS  FOOD  STAMPS 
JRTS  CHILDREN  MOST  

lohn  D.  Harris'  letter  regarding  strik- 
'er  replacement,  "The  right  to  strike — 
d  the  right  to  reject  unions"  (Readers 
iport,  Sept.  9),  asks  that  strikers  be 
nied  food  stamps  in  return  for  a  prohi- 
tion  on  replacement  during  a  strike. 
>od  stamps  for  strikers  were  wrongful- 
taken  away  from  workers  on  strike  in 
I  81. 

The  federal  food  stamp  program  is  an 
jricultural  Dept.  program,  not  a  wel- 

;  re  program.  Its  purpose  is  twofold:  to 
inimize  agricultural  surpluses  by  re- 

1  icing  storage  costs,  etc.,  and  to  pre- 
mt  malnutrition.  Children  of  striking 
orkers  presently  are  discriminated 

I  ;ainst,  yet  we  hear  no  moral  outrage 
om  anyone. 

Joe  Mangone 
National  Director 
UAW  CAP  Dept. 
Detroit 


tters  to  the  Editor  should  be  sent  to  Readers 
port,  Business  Week,  1221  Avenue  of  the  Ameri- 
s,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
iex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
de  an  address  and  daytime  and  evening  tele- 
one  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


"We've  been 

with  CIGNA  over 

50  years.  Obviously  our 
city  fathers  had  foresight!' 


Ron  Graves,  City  Treasurer,  Rutland,  VT 


We  get  paid  for  results! 


CIGNA 


Pensions  •  CIGNA  Companies  •  Dept.  R5,  Hartford,  CT  06152 


Last  year  we 

saved  our  clients 

$75  million  in  workers' 

compensation  medical  costs. 


We  get  paid  for  results! 


CIGNA 


Property  &  Casualty  Insurance  •  CIGNA  Companies  •  Dept.  R3,  Phila.,  PA  19192 
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What's  the  business  world 
coming  to? 


Now,  without  giving  up  great 
black  and  white  print  quality, 
you  can  dress  up  your  Macintosh 
work  with  a  little  color.  You  can 
do  more  interesting  charts  and 
graphs.  Impressive  cover  pages. 
And  compelling  overhead  pre- 
sentations. Hewlett-Packard 
makes  it  all  possible  with  the 
HP  Desk  Writer  C  printer. 
Impressive  black  and  white. 
And  thousands  of  colors.  For 
just  $1,095* 


The  best  features  of  HP's 
DeskWriter  haven't  changed. 
You'll  still  get  crisp,  clean,  laser- 
sharp  resolution.  And  you'll  still 
have  all  the  built-in,  scalable 
fonts  and  graphic  capabilities 
that  can  make  such  a  difference 
in  your  work. 

Take  all  that,  add  a  nearly  end- 
less choice  of  attention-getting 
colors,  and  you've  got  a  very 
valuable  new  partner.  And 


once  you  see  how  easy  the 
DeskWriter  C  is  to  use,  you'l 
like  it  even  better.  Just  plug,  A 
play,  and  print.  On  plain  pari 
or  transparency.  Of  course,  it  * 
Macintosh  and  System  7  t 
compatible. 

With  the  DeskWriter  C,  Hewk;- 
Packard  introduces  a  colorfu 
new  generation  to  its  family  ( 
inkjet  printers.  A  family  tha 
stands  for  affordable  quality. 


•s<w  ('it  I  S  list  pru  r  "Offer  valid  ihn  >ufth  January  3]  1992  No  purchase  necessarj  void  where  prohibited 


Affordable  color. 
Introducing  the  HP  DeskWriter  C 
printer.  Only  $1,095. 


uality  that's  backed  by  a  three- 
ear  warranty. 

Du've  probably  been  imagining 
our  work  with  a  little  color, 
fter  all,  you're  a  Macintosh 
ser.  You're  always  wondering 
'hat's  next.  If  you'd  like  us  to 
2nd  you  some  samples  of  the 
•eskWriter  C's  work,  call 
-800-752-0900,  Ext.  2647. 
>r  visit  your  nearest  authorized 


HP  dealer  and  sign  up  for  a 
chance  to  win  a  Caribbean 
cruise  for  two.**  Color  is  what 
the  business  world  is  coming  to. 

HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
PACKARD 


1991  Hewlett-Packard  Company  PE12116 


SKYSCRAPER  DREAMS:  THE  GREAT 
REAL  ESTATE  DYNASTIES  OF  NEW  YORK 

By  Tom  Shachtman 

Little  Brown  •  354pp  •  $22.95 


FROM  THE  GROUND  UP:  THE  BUSINESS  OF 
BUILDING  IN  THE  AGE  OF  MONEY 

By  Douglas  Frantz 

Henry  Holt  •  288pp  •  $27.50 


THE  EDIFICE  COMPLEX: 
TWO  CONCRETE  STUDIES 


The  very  idea  of  Manhattan  is  mind- 
boggling:  a  mere  23  square  miles 
of  concrete  from  which  mighty 
towers  rise  as  high  as  110  stories.  Only  a 
few  souls  have  known  the  heady  rush  of 
erecting  those  structures.  Builder  Harry 
Helmsley,  Tom  Shachtman  writes, 
turned  his  back  one  evening  on  a  gala 
party  at  Rockefeller  Center's  Rainbow 
Room  and  gazed  entranced  at  the  lumi- 
nous skyline.  Asked  what  he  was  doing, 
he  replied:  "Just  taking  inventory." 

Shachtman's  Skyscraper  Dreams: 
The  Great  Real  Estate  Dynasties  of 
New  York  is  a  fascinating  history,  show- 
ing how  the  city  has  been  molded  by  the 
edifice  complexes  of  such  risk-takers  as 
Helmsley.  Author  of  numerous  historical 
and  business  titles,  including  The  Day 
America  Crashed,  Shachtman  has  gath- 
ered a  trove  of  intriguing  tales  and  odd- 
ball tidbits  about  the  rich  and  powerful. 

Given  the  finite  amount  of  land  avail- 
able on  crowded  Manhattan  island,  real 
estate  is  a  zero-sum  game:  If  someone 
wins,  someone  else  must  lose.  Shacht- 
man ably  sketches  the  rise  and  fall  of 
these  family  empires.  He  details  how  the 
Rockefeller  clan,  for  instance,  got  as 
much  of  its  storied  wealth  from  real  es- 
tate as  from  oil.  But  by  1989,  the  fam- 
ily's riches  had  been  diluted — there  were 
89  descendants — and  the  office  market 
seemed  about  to  decline.  So  a  majority 
interest  in  the  trust  that  owns  fabled 
Rockefeller  Center  was  sold  to  Mitsubi- 
shi Estate  Co.,  counting  out  the  Rocke- 
fellers as  big-time  players  and  jolting 
many  who  decried  the  transfer  of  an 
American  landmark  to  the  Japanese. 

New  York's  earliest  real  estate  mag- 
nate was  John  Jacob  Astor,  who  suc- 
ceeded by  shrewdly  exploiting  others' 
foibles.  According  to  Shachtman's  prodi- 
gious research,  in  1803,  Astor  was  able 
to  diddle  Aaron  Burr  out  of  valuable 
land  stretching  from  Wall  Street  to  then- 
sylvan  Greenwich  Village.  The  price  was 
a  bargain  because  the  profligate  Burr 
needed  cash.  The  farsighted  Astor  antici- 
pated that  New  York,  as  the  hub  of  a 
growing  nation,  would  expand  north  into 
the  countryside  above  Canal  Street. 

The  feuds  of  these  real  estate  king- 
pins are  the  stuff  of  grand  comedy.  Wil- 
liam Waldorf  Astor  constructed  the  Wal- 
dorf-Astoria Hotel  in  the  1890s, 
Shachtman  reports,  not  because  he 


wanted  to  enter  the  lodging  business, 
but  to  spite  his  aunt,  Caroline  Schermer- 
horn  Astor,  over  a  petty  slight.  He  put 
the  hotel  next  to  her  Fifth  Avenue  man- 
sion to  block  her  sunlight  and  commer- 
cialize her  genteel  neighborhood. 

Shachtman's  book  is  wonderful  fun, 
marred  only  by  his  overly  reverential 
treatment  of  today's  real  estate  chief- 
tains. At  one  point,  he  gushes  over 
"their  standards  of  ethics,  decorum,  phi- 
lanthropy, and  commitment  to  the  me- 
tropolis." No  rapacious  plunderers  here. 
Shachtman  practically  shrugs  off  the 


course,  is  engineered  by  people  whoin 
neither  megarich  nor  tabloid  fodder,  mci 
it  less  often  involves  a  clash  of  titaic 
egos  than  a  prosaic  exercise  in  sciir. 
bling  for  financing,  enlisting  relucn 
tenants,  and  appeasing  zoning  officii 
Douglas  Frantz's  From  the  Groundlp: 
The  Business  of  Building  in  the  Ami 
Money  looks  at  how  a  project  comesfc- 
gether — or  at  least  how  it  did  in  lie 
expansive  1980s.  San  Francisco's  Rim 
Center,  a  25-story  residence-and-oijCe 
complex  that  opened  in  1988,  took  kr 
years  to  plan  and  construct.  Frantlk 
Los  Angeles  Times  reporter  and  auior 
of  the  highly  praised  Levine  &  I, 
about  inside  trader  Dennis  B.  Levse 
has  chronicled  the  heartaches  and  B- 
sles  the  project  entailed. 

This  is  no  casual  read.  The  bo«:'t 
many  characters  consume  pages  to* 
and  fro-ing  over  such  items  as  an  uifc 
pected  rise  in  concrete  prices.  There'sfe 
involved  tale  of  why  loading  docks  ic 


^mhachtman  gives  fuull 
us  a  comedy  of  the 
kingpins,  Frantz  the  un 
nuts  and  bolts  of 
commercial  building  . 


controversial  doings  of  Harry  Macklowe, 
who  in  1985,  allegedly  to  beat  out  a  pro- 
posed moratorium  on  demolition,  tore 
down  two  low-rent  buildings  without  ob- 
taining permits — and  purportedly  with- 
out even  shutting  off  gas  mains.  Mack- 
lowe claims  a  contractor  acted  without 
his  0.  K.,  but  he  ended  up  paying  the 
city  a  $2  million  settlement.  Shachtman 
blithely  asserts  that  Macklowe  later  re- 
habilitated himself  by  opening  a  first- 
class  hotel  on  the  site. 

The  author  saves  his  sole  harsh  words 
about  the  living  for  two  easy  targets: 
Donald  Trump  and  Leona  Helmsley. 
Still,  the  worst  he  can  do  is  report  how 
other  real  estate  bigwigs  regard  these 
upstarts.  Trump  "was  not  a  mensch,  the 
Yiddish  word  for  a  man  of  good  charac- 
ter." Leona,  noted  for  her  "bad  man- 
ners," was  "tolerated  as  Harry's  wife, 
but  in  private  roundly  disparaged." 

A  lot  of  commercial  development,  of 


to  be  moved,  adding  $1.2  million  in  coh. 
But  if  you  want  lucid  explanations  of 
nuts  and  bolts  of  commercial  devel»- 
ment,  here's  your  manual.  Frantz  cfr 
gently  covers  such  mind-numbing  tops 
as  investment  tax  laws,  historic  presjj- 
vation  rules,  and  architectural  plannii^ 
Both  Shachtman  and  Frantz  lamet 
the  present  sorry  state  of  developm<it 
and  usefully  point  out  the  cyclical  natie 
of  commercial  real  estate.  As  Sbachtmti 
observes,  New  York,  now  suffering! 
17%  office  vacancy  rate,  has  bef 
through  hard  times  before.  In  the  mr 
'70s,  with  the  city  near  bankruptcy 
companies  decamping  for  the  subur , 
things  looked  even  worse.  Then  cai3 
the  '80s  boom.  History  suggests  tit 
new  fortunes  will  emerge  after  toda;s 
crunch,  and  the  girders  will  rise  agai 

BY  LARRY  LICI 

Corporate  Finance  Editor  Light  also  covM 
real  estate. 
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MADE  IN  GERMANY 


For  decades,  the  words  "Made  in 
W.  Germany"  have  set  the  global  standard  for 
product  excellence.  And  for  decades,  West 
Germany  has  been  equal  to  the  challenge  this 
standard  implies. 

Now  we  face  a  new  challenge.  By  dropping 
the  "W"  we  extend  this  mark  of  excellence  to 
include  the  New  Federal  States  of  Germany. 
And  in  realizing  this  aim,  we  create  investment 
opportunities  of  unparalleled  proportion  for  com- 
panies large  and  small  around  the  globe. 

Find  out  how  you  can  put  "Made  in 
Germany"  to  work  for  you.  For  information  on 
nvestment  incentives  and  opportunities  in  the 
New  Federal  States  of  Germany,  please  give  us 
a  call  at  1-800-551-8545  (U.S.  and  Canada). 


NEWpt 


P  #  EDERAL 

OTATES0FGERMANY 


For  on-the-spot  information  about  investment  opportunities  in  the  New  Federal  States, 

you  can  also  call  our  new  Foreign  Investor  Information  Center  in  Berlin  directly  at  011-49-30-39985-100 


®  Economics  Ministry  of  the  Federal  Republic  of  Germany. 


EconomicVi^   T 


BARBARIANS  AT  THE  GATE 
—OR  AN  ECONOMIC  BOON? 


BY  GARY  S.  BECKER 


Immigration  is 
a  growing  problem 
for  the  EC  and  the 
U.S.  But  skilled 
immigrants  merit  a 
chance  in  the  West 
— if  not  necessarily 
full  citizenship  or 
benefits 


GARY  S  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


The  specter  that  haunts  Western  Europe 
is  no  longer  communism,  as  Karl  Marx 
asserted  in  the  Communist  Manifesto, 
but  immigration  from  North  Africa  and  the 
collapsed  states  of  Eastern  Europe  and  the 
Soviet  Union. 

Germany,  France,  Italy,  and  other  Euro- 
pean Community  countries  are  sure  that  they 
will  be  the  first  stop  if  hordes  begin  to  pour 
out  of  the  East.  And  the  number  seeking 
entry  into  the  West  to  improve  their  econom- 
ic situation  will  climb  even  more  if  the  Soviet 
republics  throw  open  their  borders. 

Although  all  countries  still  strictly  limit  ac- 
cess to  citizenship,  the  trend  toward  open  bor- 
ders, the  facility  of  travel  between  Eastern 
and  Western  Europe,  and  the  easy  passage 
into  Italy  and  France  from  North  Africa  make 
it  difficult  to  control  entry  into  more  affluent 
countries.  Berlin  is  already  filled  not  only  with 
East  Germans  but  also  with  Turks,  Poles, 
Hungarians,  and  others  from  Eastern  Europe. 
The  difficulty  of  keeping  tabs  on  immigrants 
extends  to  the  U.  S.,  where  many  of  the  11 
million  or  so  visitors  who  entered  the  U.  S. 
during  1990— mainly  on  tourist  visas— worked 
illegally.  An  additional  million  or  so  were  ap- 
prehended trying  to  come  in  illegally. 

Illegal  immigrants  and  many  who  enter 
these  countries  legally  as  tourists  come  to  get 
jobs.  The  number  of  immigrants  working  ille- 
gally in  the  U.  S.  is  surely  in  the  millions,  al- 
though no  one  knows  exactly  how  many.  Con- 
struction projects,  domestic  work,  restaurants, 
and  some  factories  in  Berlin  are  becoming  de- 
pendent on  Turks  and  other  immigrants,  many 
there  illegally. 

More  illegal  immigrants  might  be  prevented 
from  entering  Germany  and  other  countries  of 
Western  Europe  if  they  beefed  up  their  border 
patrols  and  severely  punished  the  companies 
that  employ  illegal  workers  as  well  as  the 
workers  who  are  apprehended.  But  even  such 
draconian  measures  may  not  be  successful 
given  the  immense  economic  advantages  of 
working  in  Western  Europe  and  the  strength 
of  the  underground  economy. 

It  would  be  wiser  to  maintain  a  tolerant 
attitude  toward  illegals  who  work  at  unpopular 
jobs.  How  e\  or.  I  hero  is  no  reason  to  prov  ide 
gratuitous  incentives  to  enter.  Illegal  aliens 
should  be  excluded  from  welfare  and  other 
subsidized  social  benefits,  and  they  should  not 
be  allowed  to  gain  legal  status  from  periodic 
amnesty  programs.  And  with  the  dramatic- 
changes  in  Eastern  Europe,  the  number  of 
political  refugees  accepted  can  be  sharply 
scaled  back. 

Denying  illegal  entrants  social  benefits  and 
refusing  to  legitimize  their  status  may  appear 


cruel  and  exploitative.  But  would  they  be 
ter  off  if  they  were  prevented  from  cominj 
were  sought  out  and  sent  back  in  much 
numbers?  That  is  the  likely  alternative  to 
approach  I  am  advocating,  for  many  Wes 
Europeans  resent  not  only  their  alien  culti 
but  also  their  access  tc  benefits  paid  for 
taxpayers.  No  matter  what  is  done,  withoi 
miraculous  economic  boom  in  the  East,  i 
gration  will  grow  as  a  political  issue  in  Wi 
em  Europe.  Extremists  such  as  Jean-Mi 
Le  Pen  of  France  and  neo-Nazi  groups  in  ( 
many  will  appeal  to  many  voters  with  tl 
calls  to  seal  borders  and  deport  foreigners 

Part  of  the  extremists'  appeal  stems  fr 
misunderstandings  about  the  effects  of  im 
gration  on  natives.  Despite  the  widespn 
perception  that  unskilled  immigrants  mai 
take  work  from  natives  and  lower  their  waj 
the  evidence  shows  that  they  generally 
cept  jobs  not  wanted  by  indigenous  work< 
University  of  San  Diego  economist  Geo: 
Borjas'  summary  of  several  studies  in  his  V 
book,  Friends  or  Strangers,  shows  that  im 
grants  to  the  U.  S.  have  not  had  much  of 
effect  either  on  the  earnings  or  the  empl 
ment  of  citizens. 
benign  neglect.  Also  fallacious  is  the  perc 
tion  that  illegal  immigrants  are  especially 
ploited  by  employers  and  others.  Evide 
from  apprehended  illegal  workers  in  the  U 
indicates  that  they  earn  considerably  ab( 
the  minimum  wage  and  have  low  unempl 
ment  rates.  They  put  up  with  the  diffic 
conditions  involved  in  coming  to  a  strar 
country  only  because  they  do  so  much  bet 
economically  than  they  would  back  home 
Mexico,  the  Caribbean,  Latin  America,  or  A; 
They  return  home  when  they  become  un 
ployed  for  an  extended  period  or  accumulai 
nest  egg  to  buy  a  house  or  start  a  busines 

A  liberal  policy  toward  skilled  immigra 
and  benign  neglect  of  illegal  entrants  wo' 
enable  Europe  to  cope  well  with  the  pressi 
of  large-scale  immigration.  West  European 
tions  could  take  advantage  of  their  ready 
cess  to  a  pool  of  talent  from  the  East  by 
lowing  generous  numbers  of  younger  skil 
workers  to  enter.  Younger  immigrants  i 
only  become  highly  productive  but  also  i 
just  relatively  well  to  foreign  cultures.  A 
when  they  become  citizens,  they  make  few 
claims  on  Social  Security,  unemployment  co 
pensation,  welfare,  medical  care,  and  oth 
social  benefits. 

The  opening  up  of  Eastern  Europe  and 
Soviet  Union  can  be  a  boon  to  the  West 
well  as  to  the  peoples  of  these  countries 
demagogues  in  the  West  do  not  erect  tb 
own  iron  curtain. 
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ECONOMIC  VIEWF 


omputefs  and  Comnvjnicjlions 


br<krless  Planet 


A  D  VERTISMENT 


Recently,  Tadahiro  Sekimoto  and 
Russell  Schweickart  met  in  Tokyo 
to  discuss  major  issues  concerning 
international  communication  and 
the  global  environment.  The  follow- 
ing are  some  of  the  highlights  of 
their  conversation: 

SEKIMOTO:  Mr.  Schweickart,  those 
of  you  who  have  seen  the  Earth  from 
outer  space  must  have  felt  that  our 
planet  was  small  but  very  beautiful. 

SCHWEICKART:  I  think  the  experi- 
ence of  almost  all  the  astronauts 
and  cosmonauts,  whether  Soviet  or 
American  or  from  any  other  nation, 
has  been  how  beautiful  the  world  is, 
how  small  it  is  and  how  fragile  it 
seems.  Perhaps  one  of  the  best 
expressions  of  that  experience  was 
given  by  Prince  Sultan  Al-Saud  from 
Saudi  Arabia  who  flew  on  the  space 
shuttle.  Sultan  said,  "the  first  day  or 
so  we  all  pointed  to  our  countries.  The 
third  or  fourth  day  we  were  pointing 
to  our  continents.  By  the  fifth  day  we 
were  aware  of  only  one  earth."  I  think 
this  is  an  experience  which  each  of  us 
who  have  flown  in  space  has  had. 

SEKIMOTO:  It  is  more  convincing 
to  see  a  thing  just  once  than  to  hear 
about  it  a  hundred  times.  Certainly 
you  have  seen  the  world  in  a  different, 
far  more  profound  way. 

SCHWEICKART:  Reflecting  on  the 
experience  I've  said  a  number  of  times 
that  I  really  didn't  learn  anything 
about  the  Earth  when  I  went  into 
space.  Almost  everything  I  know  now 
I  knew  before,  and  yet  when  I  came 
down  I  was  a  completely  different 
person  from  when  I  went  up.  The 
reason  for  this  is  that  we  change  more 
through   experience   than  we  do 


through  knowledge.  As  communica- 
tion technology  advances,  we  may 
begin  to  develop  the  capability  of 
sharing  experience,  not  just  informa- 
tion or  knowledge. 

SEKIMOTO:  Of  course,  simply  look- 
ing at  things  —  whether  in  our  society 
or  the  international  community  —  is 
not  an  end  in  itself.  It  should  be  a 
prelude  to  taking  action.  After  all,  as 
citizens  of  the  Earth  we  share 
common  interests. 

SCHWEICKART:  Being  outside  the 
spacecraft,  watching  the  spectacle  of 


"As  communication 
technology  advances, 

we  may  begin  to 
develop  the  capability 
of  sharing  experience, 
not  just  information 
or  knowledge" 
-  Schweickart 


the  earth  go  by,  was  a  life-changing 
experience  for  me.  A  movie  camera 
had  failed  and  for  five  minutes  I  had 
nothing  to  do.  Yet  floating  out  there 
for  five  minutes,  I  changed  more  than 
during  the  rest  of  the  flight.  I  looked 
down  on  the  world  and  realized  that 
I  was  there  really  to  represent  life 
from  the  Earth.  Not  only  human  life, 
but  all  of  life.  That  relationship,  the 
understanding  that  all  life  on  this 
planet  is  one,  that  we  are  all  inter- 
twined to  form  a  single  life,  that 
recognition  is  what  changed  my  life 


and  my  attitude  toward  life. 

SEKIMOTO:  You  realized  then 
you  were  a  "Global  Citizen." 

SCHWEICKART:  Yes,  that's  n 
But  the  words  "global  citizenship" 
"global  community"  are  really 
easy.  It's  the  real  relationship 
underlies  these  words  which  is  the 
to  our  future  survival  on  this  pla 
So  that's  how  my  life  changed, 
became  aware  of  that  relationshi 

SEKIMOTO:  The  relationship  w 
you  could  not  perceive  when  you 
standing  on  the  Earth,  your  relat 
ship  with  other  living  beings,  pi 
and  animals,  all  became  very  cl 
to  you. 

SCHWEICKART:  That's  right.  Bth 
of  us  come  from  very  highly  developd 
nations.  But  most  of  the  world  Ire 
very  poorly.  As  the  price  of  compute 
and  communications  comes  downl 
hope  that  more  people  can  have  acc<is 
to  the  power  and  the  benefits  of  th<e 
technologies.  By  decentralizing  ad 
distributing  power  more  around  is 
globe  of  ours  we  can  give  m(e 
individuals  the  power  to  shape  ad 
determine  their  lives. 

SEKIMOTO:  Yes,  I  agree.  At  NEC,  e 
believe  that  besides  the  conventioil 
management  resources  of  peopr, 
goods  and  money,  which  are  of  couift 
vital  to  any  corporation,  there's* 
fourth  equally  important  mana^ 
ment  resource,  which  is  informatic. 
Its  importance  goes  beyond  t& 
management  of  a  corporation.  Th 
resource  can  be  utilized  to  promoi 
people-to-people  communication,  t 
order  to  bring  about  the  kind  1 
decentralization  you  mention  ail 
promote  greater  sharing  of  resourctj 
you  need  information  networks.;, 
believe  that  C&C,  the  integrate 
of  computers  and  communication 
has  a  major  role  to  play.  Moreove 
in  such  a  decentralized  world,  tl, 
people  need  to  share  some  sort  | 
common  philosophy  or  goal.  Oi 
company  philosophy,  for  example, 
directed  at  the  21st  century.  It  say 


ADVERT1SMENT 


NEC  strives  through  'C&C'  to  help 
dvance  societies  worldwide  toward 
1  eepened  mutual  understanding  and 
le  fulfillment  of  human  potential." 
)o  you  have  any  suggestions  as  to  how 
re  can  achieve  this  humanistic  goal? 

CHWEICKART:  One  of  the  things 
mt  people  do,  if  they  have  a  chance, 
,  to  protect  the  things  that  they  love 
nd  value.  These  things  are  almost 
niversal.  All  people  care  about  their 
hildren  and  the  opportunity  for  their 
hildren  to  develop  to  their  full  poten- 
al.  People  also  care  deeply  about  the 
nvironment  around  them.  It's  my 
ieling  that  if  people  are  provided 
le  tools  which  allow  them  to  come 
)gether  and  share  their  common 
jelings  about  these  fundamental 
alues,  they  will  protect  the  environ- 
lent  and  their  children. 

EKIMOTO:  Yes,  we  should  not  only 
wk  to  preserve  the  physical  beauty  of 
le  Earth  but  the  spiritual  beauty  as 
fell.  It  means  bringing  people  together 
nd  sharing  ideas  in  order  to  create  a 
ngle,  harmonious  world.  That  should 
e  the  banner  under  which  we  unite  for 
le  future  of  mankind.  By  expanding 
ilecommunications  capabilities  and 
nhancing  computer  technology,  we 
in  disseminate  such  information  to  all 
ie  citizens  of  the  Earth.  I  believe  that 
:  the  true  meaning  of  the  C&C 
Dncept. 

CHWEICKART:  One  thing  we  do 
now,  though,  is  that  all  technologies 
ave  two  edges.  They  can  be  used  to 


liberate  and  empower  people,  but 
they  can  also  be  used  to  control  and 
enslave  people.  Those  of  us  who  are  in 
the  business  of  providing  these  tools, 
I  think,  should  always  be  aware  of 
the  ways  in  which  our  technology 
will  shape  the  lives  of  the  people 
it  will  touch. 

SEKIMOTO:  Technology  is  just  a 
tool,  as  you  said,  its  use  for  good  or 
bad  purposes  depends  upon  human 
wisdom.  Perhaps  the  most  pressing 
issue  is  how  we  can  protect  the 
global  environment.  We  have  been 
asking  that  Japan,  the  United  States 


"NEC  strives  through  'C&C 
to  help  advance 
societies  worldwide 
toward  deepened 
mutual  understanding  and 
the  fulfillment 
of  human  potential" 
-  Sekirwto 


ichweickart  during  the  1969  Apollo  9  mission. 


and  Europe  cooperate  in  developing 
a  World  Environment  and  Disaster 
Observation  System  or  WE  DOS. 
Special  satellites  would  be  lifted  into 
orbit  to  observe  the  Earth  and 
monitor  the  degree  of  pollution. 
Armed  with  that  information,  we 
could  take  countermeasures  to  pro- 
tect the  environment. 

SCHWEICKART:  When  we  perceive 
this  Earth  as  the  home  of  all  life, 
and  realize  our  relationship  to  it, 
then  tliis  tool  of  communications  will 
be  used  to  bring  people  together  to 
protect  the  environment  which,  in 
turn,  will  support  our  children  and 
grandchildren. 


SEKIMOTO:  If  you  look  from  outer 
space,  there  are  no  national  borders  on 
earth.  By  working  together,  perhaps 
we  can  learn  to  transcend  them. 

SCHWEICKART:  I  think  this  is  one  of 
the  great  questions  facing  humanity 
today:  how  to  go  beyond  the  limits  of 
national  sovereignty,  beyond  the  limits 
of  the  nation-state.  I  don't  think  we 
have  a  very  good  idea  of  how  to  go 
about  it.  We  have  a  few  examples  to 
work  with:  the  open  oceans  and 
Antarctica  are  non-sovereign.  And 
space  is  a  non-sovereign  territory,  so 
far.  I  think  it's  extremely  important 
that  we  learn  through  the  governance 
of  these  territories  how  to  come 
together  for  the  common  good. 

SEKIMOTO:  Yes,  we  must  transcend 
national  interests  and  unite  behind 
what  I  call  a  "banner"  or  "flag," 
meaning  a  common  objective.  Of 
course,  each  country  has  its  own 
historical  and  cultural  identity.  But 
with  mutual  respect  and  a  little 
understanding  I  think  we  can  learn  to 
work  together  harmoniously. 

SCHWEICKART:  If  we  can  empower 
people  in  the  developing  world,  not  only 
the  governments  but  the  people,  I  be- 
lieve they  will  protect  the  environment. 
But  if  they  remain  powerless,  then  I  fear 
in  our  rush  to  profits,  our  rush  toward 
diminishing  resources,  our  selfishness, 
we  will  destroy  the  planet.  So  for  me,  this 
issue  of  empowering  people  through 
communications  and  other  tools  of  this 
kind  is  extremely  important.  This  is 
probably  the  most  important  challenge 
and  opportunity  we  have  before  us. 

SEKIMOTO:  I  couldn't  agree  more.  As 
a  corporation,  NEC  will  contribute  to 
the  future  through  C&C  to  preserve 
and  improve  the  quality  of  life.  We  must 
not  fail  in  making  our  vision  for  a 
borderless  planet  a  reality  that  all 
mankind  can  benefit  from. 


Meet  Apollo  9  Astronaut  Rusty  Schweickart 

and  join  our  "Global  Connections  '91"  open  forum  at  the  NEC  Booth. 
Daily  October  7-15,  Hall  4  &  Hall  5,  TELECOM  91 

For  further  information  contact:  NEC  Corporation,  Overseas  Advertising  Division, 
7-1,  Shiba  5-chome,  Minatoku,  Tokyo  108-01,  Japan 
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conomic  Trends 


BY  GENE  KORETZ 


WILL  MAD  AVE. 

START  SEEING 

HEAVY  TRAFFIC  AGAIN? 


The  major  factors  behind  the  dramat- 
ic slowdown  in  advertising  outlays 
that  has  hit  the  ad  industry  and  print 
and  broadcast  media  this  year  are  hard- 
ly a  mystery  (BW-Sept.  23).  The  cul- 
prits include  the  recession,  which  has 
sharply  cut  spending  by  debt-burdened 
consumers  and  businesses;  the  public's 
growing  price-consciousness:  and  a  turn 
toward  targeted  marketing  made  possi- 
ble by  computerized  market  research. 

Less  noticed  but  no  less  significant, 
however,  is  a  demographic  shift  that  is 
exacerbating  the  current  advertising 
slump.  In  an  article  in  the  September 
issue  of  American  Demographics, 
economist  Martin  Fleming  of  Cahners 


A  POPULATION  SHIFT  HITS 
ADVERTISING  OUTLAYS 
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PERCENT  OF  TOTAL  HOUSEHOLDS 
HEADED  BY  A  35-TO-44-YEAR-OLD 
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DATA  MARTIN  FLEMING  CAHNERS  PUBLISHING  CO. 


Publishing  Co.  notes  that  growth  of  the 
number  of  households  headed  by  some- 
one aged  35  to  44  is  starting  to  slow 
appreciably.  Such  households  increased 
27%  in  the  1970s  and  a  startling  47%  in 
the  1980s,  as  the  baby  boomers  moved 
past  their  middle  30s.  In  the  1990s,  by 
contrast,  the  number  will  rise  just  15%. 

This  age  group  is  important,  says 
Fleming,  because  it  includes  the  biggest 
spenders  in  many  categories— particu- 
larly those  connected  with  maintaining  a 
home  and  raising  a  family.  In  1988,  for 
example,  21.6%  of  all  households  were 
headed  by  a  35-to-44-y ear-old,  but  they 
accounted  for  26.8%  of  all  consumer 
spending.  The  powerful  impact  of  this 
group  on  consumer  spending  (and  on  re- 
lated advertising)  is  underscored  by  the 
fact  that  the  total  number  of  households 
rose  just  15%  in  the  1980s,  the  smallest 
increase  of  any  decade  in  U.  S.  history. 


According  to  Fleming,  changes  in  the 
percent  of  householders  in  the  35-to-44- 
year-old  age  group  have  a  strong  im- 
pact on  shifts  in  advertising  spending 
as  a  percent  of  gross  national  product. 
Advertising  outlays,  he  says,  grow  more 
slowly  than  GNP  when  the  percent  of 
householders  in  the  high-spending  35- 
to-44  age  group  is  declining  and  faster 
than  GNP  when  it  is  rising.  Thus,  a  big 
reason  that  such  outlays  far  outpaced 
GNP  in  the  1980s,  says  Fleming,  is  that 
more  households  than  ever  before  were 
headed  by  35-to-44-year-olds  (chart). 

The  bad  news  is  that  the  slower 
growth  of  this  group  is  now  reinforcing 
the  inhibiting  effect  of  the  recent  reces- 
sion on  advertising  expenditures.  But 
the  good  news  is  that  households  headed 
by  35-to-44-year-olds  will  still  continue  to 
grow  faster  than  all  households  through 
most  of  the  1990s,  albeit  less  rapidly 
than  in  the  past. 

So,  although  Fleming  predicts  that 
the  economy  will  expand  more  slowly 
in  the  current  decade  than  in  the  1980s, 
he  Ijelieves  advertising  outlays  will  again 
outpace  GNP  once  business  activity  picks 
up  steam.  "The  advertising  boom  of  the 
1980s  is  over,"  he  says,  "but  healthy 
spending  growth  still  lies  ahead." 


FAILING  GRADES 
FOR  HIGH  SCHOOL 
EQUIVALENCY  TESTS 


The  conventional  wisdom  is  that  high 
school  dropouts  can  restore  their  sta- 
tus in  labor  markets  by  passing  high 
school  equivalency  tests  to  earn  such 
certificates  as  the  General  Education 
Degree  (CED).  But  it's  not  that  easy, 
says  a  new  study  by  University  of 
Chicago  economists  James  J.  Heckman 
and  Stephen  V.  Cameron. 

The  study  finds  that  exam-certified 
people  actually  fare  significantly  worse 
in  job  markets  than  comparably  skilled 
high  school  graduates.  In  fact,  they  do 
about  as  badly  in  terms  of  wages,  hours 
of  work,  unemployment  experience,  and 
job  tenure  as  high  school  dropouts. 

The  researchers  do  find  a  difference, 
however,  if  exam-certified  people  opt 
for  further  schooling.  In  general,  the 
more  additional  years  of  vocational  or 
academic  schooling  such  students  com- 
plete, the  better  their  future  wages  and 
economic  performance.  Even  those  who 
go  on  to  college,  however,  do  less  well 
economically  than  high  school  graduates 
who  enter  college. 

The  clear  lesson,  say  Heckman  and 
Cameron,  is  that  high  school  equivalency 
certificates  are  not  really  equivalent  to 
high  school  diplomas.  "The  only  value 


to  exam  certification,"  they  write,  *'i 
es  from  its  value  in  opening  post! 
ondary  schooling  and  training  oppoj 
nities.  There  is  no  cheap  substitute! 
classroom  instruction." 


AN  UPDATED — BUT 
NOT  UPBEAT— PROFILE 
OF  THE  GNP. . . 


f 


Later  this  year,  the  Commerce  Dj 
will  recalibrate  its  yardstick  for  nl 
suring  gross  national  product  froif 
1982  base  to  a  1987  base— an  adjustrr) 
that  it  says  is  likely  to  convert  its 
rent  preliminary  estimate  that  the  e<| 
omy  declined  at  a  0.1%  pace  in  the 
ond  quarter  to  an  estimate  that! 
expanded  at  a  0.8%  rate.  But  t| 
doesn't  necessarily  mean  that  the  pJ 
nosis  for  economic  recovery  improva 
Economist  Philip  Braverman  of  n 
Securities  Corp.  notes  that  "most  of  1 
basic  constituents  of  GNP  actually  lj 
weaker  on  a  1987  base."  Personal-d 
sumption  expenditures,  for  example,  I 
up  at  a  2.4%  rate,  instead  of  2.8%.  N 
residential  fixed  investment  falls  aj 
4.3%  clip,  rather  than  1.8%,  while  d 
ernment  purchases  and  exports  rise  1] 
and  3.5%,  respectively,  rather  than 
and  4.5%.  "The  major  cause  of  the 
ward  revision,"  says  Braverman,  "i 
sharp  drop  in  imports,  hardly  a  sign 
underlying  economic  strength." 


...AND  ANEW 
EMPHASIS  ON  GROSS 
DOMESTIC  PRODUCT 


Besides  shifting  to  a  new  base,  C( 
merce  will  soon  start  stressing  gr 
domestic  product  (GDP)  rather  than  ( 
as  a  measure  of  economic  activity.  1 
big  difference  is  that  GNP  includes 
factor  income— primarily  foreign  ea 
ings  of  U.  S.  companies  minus  simi 
earnings  of  foreign  companies  in  te 
U.  S.,  plus  net  interest  flows.  By  cl 
trast,  GDP  focuses  solely  on  econor|( 
activity  and  income  earned  in  the  U.. 

Commerce  says  it  is  stressing  GDP  1 
cause  this  measure  is  commonly  usl 
for  international  comparisons  and  I 
fleets  production  taking  place  in  ts 
U.  S.  But  neither  Germany  nor  Japs 
stress  gdp,  and  some  observers  susp« 
a  political  motive.  "Because  net  UJJ 
factor  income  growth  has  been  falliaj 
in  the  wake  of  the  tidal  wave  of  fa 
eign  investment  in  the  U.  S.,"  says  eJI 
nomic  consultant  Eugene  Birnbau,,! 
"shifting  to  GDP  is  likely  to  make  tl 
economy  seem  a  bit  healthier  than  GN'1 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


CONOMISTS  SAY  IT'S  HALF  FULL. 
ONSUMERS  SAY  IT'S  HALF  EMPTY 


Bvery  fall,  the  nation's  business  economists  gather 

■  to  glean  some  insight  into  the  economic  climate 

■  their  companies  will  be  facing  the  following  year, 
s  year,  the  forecasters  came  away  fairly  united  in 
ir  belief  that  a  recovery  began  in  the  second  quarter 
I  that  1992  will  see  a  modest  and  sustained  upturn, 
at  will  see  the  economy  through?  Domestic  demand. 
Jut  while  the  economists  may  have  sold  each  other  on 
t  forecast,  consumers  aren't  buying  it.  The  latest  data 
>w  consumer  confidence  falling  instead  of  rising,  as 
iseholds  continue  to  worry  about  their  jobs,  incomes, 
I  debts.  And  tales  of  cars  and  homes  are  getting 
iker  instead  of  stronger.  Since  consumer  spending  is 
)-thirds  of  domestic  demand,  the  economists  may  have 
|  the  recovery  in  a  boat  without  a  paddle. 

If  the  forecasters  have  any 
doubts,  they  didn't  show  them 
at  this  year's  meeting  of  the 
National  Association  of  Busi- 
ness Economists  in  Los  Angeles 
on  Sept.  22-25.  Nearly  80%  said 

q1!1  lv  I1  the  recession  ended  in  the  sec- 
LfORECAsiJ  ond  qUarter.  Almost  90%  saw 
little  chance  that  the  economy 
would  slide  back  into  recession. 
And  100%  expected  the  recovery 
to  be  slower  than  normal. 


HAT  THE  BUSINESS 
9NOMISTS  PORESEE 


I'JARTERLY  PERCENT  CHANGE 


DATA  NATIONAL  ASSOCIATION 
OF  BUSINESS  ECONOMISTS 


^he  median  forecast  for  real  gross  national  product 
Is  for  annual  growth  somewhere  from  2.5%  to  2.9%  in 
:h  of  the  next  four  quarters  (chart).  That  would  be 
s  than  half  the  average  pace  in  the  first  year  of  past 
overies.  The  three  biggest  factors  limiting  growth, 
'  the  economists,  will  be  restrictive  monetary  policy, 
ivy  consumer  debt,  and  tight  fiscal  policy — not  only  in 
ishington  but  also  in  state  and  local  governments. 
The  forecasters  look  for  2.8%  growth  for  all  of  1992, 
asured  from  fourth  quarter  to  fourth  quarter,  up 
m  0.8%  for  1991.  And  they  expect  inflation,  measured 
the  consumer  price  index,  to  be  4%,  up  slightly  from 
%  this  year.  That  acceleration  reflects  the  absence  of 
3  year's  drop  in  energy  prices  after  the  gulf  war. 

ONSUMERS  Like  most  consensus  forecasts,  that 
iET  HIT  sounds  nice  and  neat.  But  as  the  old  rule 
ROM  says,  the  consensus  is  usually  wrong.  The 

!L  SIDES  immediate  problem  is  that,  if  the  recovery 
xted  in  the  spring,  someone  forgot  to  tell  consumers, 
anything,  households  are  more  worried  about  the 
momy  now  than  they  were  last  spring  when  the  end 
the  war  had  buoyed  their  spirits. 


The  Conference  Board  reports  that  its  index  of  con- 
sumer confidence  fell  to  72.7  in  September,  from  76.1  in 
August  (chart).  According  to  last  month's  survey  of 
5,000  respondents,  consumers  are  more  pessimistic  about 
both  present  economic  conditions  and  the  outlook  for  the 
next  six  months  than  they  were  in  August.  The  index 
that  measures  how  households  feel  about  current  condi- 
tions fell  to  the  lowest  level  since  the  1981-82  recession, 
although  the  recovery  supposedly  began  in  April  or  May. 

The  survey  says  that  40.2%  of  consumers  think  jobs 
are  hard  to  get — also  the  worst  reading  since  the  1981-82 
recession.  This  perception  suggests  that  the  unemploy- 
ment rate,  now  at  6.8%,  is  underreporting  the  true  num- 
ber of  people  pounding  the  pavement. 

It  isn't  just  jobs,  though.  Con- 
sumers are  losing  sleep  over 
other  troubles,  too.  Total  con- 
sumer debt  outstanding  has 
skyrocketed  to  a  record  96.1% 
of  yearly  aftertax  earnings,  up 
from  70%  10  years  ago.  During 
the  1960s  and  1970s,  the  ratio 
was  fairly  steady  at  about  65%. 

Slow  income  growth  and  a 
perilously  thin  cushion  of  sav- 
ings mean  that  households  are 
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having  a  hard  time  paying  their  debts:  The  delinquency 
rate  for  all  consumer  loans  rose  to  2.73%  in  the  second 
quarter,  the  highest  level  in  almost  two  years. 

Lower  interest  rates  have  hurt  consumer  finances 
more  than  they  have  helped.  That's  because,  for  most 
families,  lower  rates  have  pushed  down  interest  income 
faster  than  they  have  lowered  borrowing  costs.  Through 
July,  net  interest  income  was  falling  at  the  steepest 
annual  pace  in  the  postwar  era.  Rising  taxes  at  all  levels 
of  government  are  also  draining  household  incomes. 

Add  it  all  up,  and  it  is  easy  to  see  why  consumers  are 
so  downbeat — and  why  the  forecasters'  modest  projec- 
tion of  2.4%  growth  in  consumer  spending  for  next  year 
might  not  be  modest  enough. 

LOWER  The  business  economists  also  have  low 
RATES  LIFT  expectations  for  capital  spending  and 
BUILDERS'  housing.  They  look  for  investment  in  new 
SPIRITS        buildings  and  equipment  to  grow  only  3% 

in  1992,  after  a  decline  of  about  3%  in  1991.  And  housing 

starts  will  average  1.25  million  next  year,  they  say,  up 

from  1.04  million  this  year. 
The  latest  news  from  the  construction  industry  is 

mixed,  but  it  supports  the  economists'  view  that  the 
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industry  is  recovering — slowly.  The  F.  W.  Dodge  Div.  of 
McGraw-Hill  Inc.  says  that  new  construction  contracts 
increased  by  £%  in  August  on  top  of  a  7%  rise  in  July. 

Lower  interest  rates  are  at  least  boosting  builders' 
spirits,  although  their  impact  on  demand  remains  to  be 
seen.  The  National  Association  of  Home  Builders  reports 
that  builders  were  more  optimistic  in  September  than  in 
August.  That  was  the  first  time  since  April  that  expecta- 
tions rose,  an  indication  that  buyer  traffic,  after  falling 
off  in  the  summer,  may  have  picked  up. 


FACTORIES 
ARE  STILL 
CHUGGING 
ALONG 

after  the  war 


One  of  the  bright  spots  in  the  economy  in 
recent  months  has  been  manufacturing. 
Factories  are  producing  more  mainly  be- 
cause the  pickup  in  demand  immediately 
left  inventory  levels  too  low.  But  if  those 
output  gains  are  going  to  keep  chugging  along,  consum- 
ers will  have  to  keep  stoking  the  fire. 

Factories  appeared  to  lose  a 
little  momentum  in  August.  In- 
dustrial production  posted  the 
smallest  gain  since  March,  and 
new  orders  received  by  makers 
of  durable  goods  fell  3.8%.  How- 
ever, the  drop  was  from  a  high 
level  (chart).  Orders  in  July  had 
surged  by  a  record  11.7%. 

Bookings  for  both  July  and 
August  are  well  above  the  sec- 
ond-quarter average,  meaning 
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that  factory  production  added  to  GNP  growth  in  the  third 
quarter.  The  key  question:  Will  that  output  be  bought  by 
consumers  or  end  up  on  inventory  shelves?  If  it  goes 
into  inventories,  fourth-quarter  growth  could  suffer. 

The  latest  readings  on  consumer  demand  look  weak. 
Sales  of  existing  homes  fell  for  the  second  consecutive 
month  in  August.  They  were  down  2.1%,  to  3.25  million, 
following  a  7.5%  drop  in  July.  And  sales  of  new  domesti- 


cally made  cars  in  mid-September  came  in  at  a  dii 
pointing  6.4  million  annual  rate,  despite  heavy  buying 
fleet  owners.  So  far  in  September,  car  sales  are  runnl 
at  only  5.8  million.  That's  below  6.1  million  in  Augil 
which  was  down  from  6.8  million  in  July. 

But  while  the  outlook  for  domestic  spending  is  un«| 
tain,  foreign  demand  should  remain  a  steadfast  contri| 
tor  to  the  factory  rebound  heading  into  1992.  Exp 
accounted  for  a  record  22.3%  of  industrial  output  in 
second  quarter. 

However,  if  the  forecasters  are  right,  the  trade 
ance  will  not  be  a  major  force  in  the  overall  economy! 
the  coming  year.  That's  because  any  gains  in  exp 
will  be  offset  by  rising  imports.  Indeed,  the  merchant 
trade  deficit  widened  to  $5.9  billion  in  July,  from  $j 
billion  in  June.  Imports  surged  6.2%,  to  $41.2  billion 
July,  while  exports  rose  0.8%,  to  $35.3  billion 

Foreign  demand  will  continue 
to  be  a  bright  spot  for  manufac- 
turers in  1992.  In  July,  exports 
were  9.7%  higher  than  a  year 
ago.  Leading  indicators  hint 
that  foreign  economies  are 
starting  to  strengthen.  And  a 
cheaper  dollar  will  also  help. 

Since  late  June,  the  dollar  has 
lost  4%-  of  its  value  against  oth- 
er currencies  (chart).  If  the  Fed- 
eral Reserve  cuts  interest  rates 
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again,  as  seems  likely,  further  declines  in  the  exchanl 
rate  will  make  U.  S.  goods  even  more  competitive. 

The  business  economists  believe  that  further  easij 
moves  by  the  central  bank  are  a  good  bet.  A  large  4i| 
of  them  characterize  monetary  policy  as  "still  too  tighj 
In  fact,  the  fate  of  the  forecasters'  projections  may  wl 
be  in  the  hands  of  the  Fed.  That's  because  even  lowl 
interest  rates  may  be  the  only  way  to  get  consumers  ol 
of  debt,  out  of  the  doldrums,  and  back  into  the  store! 


LEADING  INDICATORS 


Tuesday,  Oct.  1,  8:30  a.m. 
The  government's  index  of  leading  indi- 
cators probably  fell  slightly  in  August, 
after  increasing  for  six  consecutive 
months,  according  to  economists  polled 
by  McGraw-Hill  Inc.'s  MMS  International 
unit.  The  August  drop  is  suggested  by 
declines  in  the  money  supply,  consumer 
expectations,  and  building  permits. 


NAPM  SURVEY 


Tuesday,  Oct.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activi- 
ty for  September  is  expected  to  be  un- 
changed from  the  August  reading  of 
54.8%.  The  index  has  been  above  50% 


since  June,  suggesting  that  the  factory 
sector  has  been  in  recovery  since  then. 

CONSTRUCTION  SPENDING  

Tuesday,  Oct.  1,  10  a.m. 
Building  outlays  probably  fell  by  0.4%  in 
August  after  jumping  1.6%  in  July.  Non- 
residential construction,  up  0.8%  in  July, 
probably  fell  back  in  August.  That  off- 
set strength  in  homebuilding. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Oct.  2,  10  a.m. 
New  homes  probably  sold  at  an  annual 
rate  of  about  480,000  in  August,  say  the 
MMS  economists.  That  would  be  a  small 
gain  from  the  472,000  rate  in  July.  Low- 
er mortgage  rates  in  September  suggest 
buying  increased  again  last  month. 


FACTORY  INVENTORIES 


Thursday,  Oct.  3,  10  a.m. 
Manufacturing  inventories  were  lik(l 
unchanged  in  August,  after  falling  O.it 
in  July.  Factory  orders  probably  fell  111 
about  2.5%  in  August,  after  surgiif1 
6.2%  in  July. 


EMPLOYMENT 


Friday,  Oct.  4,  8:30  a.m. 
The  MMS  survey  says  that  nonfarm  pa 
rolls  increased  by  only  54,000  in  Septei 
ber,  after  a  small  rise  of  34,000  in  A 
gust.  However,  that  would  be  the  fir 
back-to-back  rise  in  jobs  since  May  ai 
June,  1990.  The  unemployment  rate 
expected  to  increase  to  6.9%  in  Septei 
ber,  from  6.8%  in  August. 
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s  business  becomes  increasingly  complex,  it's  refreshing  to  remember  that 
it's  still  people  who  make  the  wheels  go  around. 
Now  as  always,  the  simple  act  of  people  communicating  with  one  another 
remains  the  essence  of  business. 

Of  course,  today  business  may  span  the  globe.  Managing  information  and 
communications  presents  a  world-class  challenge. 

That's  why  people  around  the  world  rely  on  Oki  information  and  communi- 
cations systems  and  equipment  to  give  them  an  edge. 

Since  1881,  Oki  has  grown  to  become  a  world  leader  in  the  field  of  electronics, 
developing  the  systems  you  need  to  manage  information  and  communications 
efficiently  and  dependably. 
People  to  people.  Person  to  person.  Oki  technology  makes  it  happen. 


it 


Telecommunications 


a_  OKI 


Oki  Electric  Industry  Co.,  Ltd. 
Tokyo, Japan 
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IBM-APPLE  COULD  BE 
FEARSOME 

RIVALS  SAY  THEY  AREN'T  WORRIED  BY  THE  ALLIANCE.  MAYBE  THEY  OUGHT  TO  B 


■  n  a  Sept.  23  speech  to  fellow  industry 
I  executives  gathered  at  a  Southern 
■  California  resort,  Apple  Chairman 
John  Sculley  declined  to  give  specifics 
about  his  company's  new  alliance  with 
former  foe  IBM.  But  in  his  talk,  Sculley 
repeatedly  referred  to  James  A.  Canna- 
vino,  the  general  manager  of  IBM's  per- 
sonal-computer division,  as  "Jimmy." 
The  familiarity  raised  eyebrows  in  the 
crowd,  but  it  gave  them  the  clue  they 
wanted:  Apple  Computer  Inc.  and  IBM 
are  getting  chummier  all  the  time. 

The  companies  plan  to  detail  j 
how  friendly  they've  become  on 
Oct.  2  at  an  elaborate  San  Fran 
cisco  event  to  be  beamed 
around  the  world  via  satellite. 
Their  final  agreement  is  a 
sweeping  array  of  joint  ef- 
forts in  hardware,  software, 
and  networking  that  could  pro- 
foundly alter  the  $93  billio 
personal-computer  industry's 
balance  of  power.  Indeed,  the  two 
are  already  calling  their  collabora- 
tion the  start  of  a  computer  indus 
try  "renaissance." 

The  rhetoric  may  not  be 
far  off  the  mark 


The  industry's  No.  1  and  No.  2  are  await- 
ing government  approval  of  their  alli- 
ance, and  there  may  be  some  final  tin- 
kering. But  if  all  goes  according  to  the 
plan,  as  outlined  in  documents  obtained 
by  BUSINESS  week  and  confirmed  in  in- 
terviews, the  agreement  will  go  far 
deeper  than  anyone  expected.  IBM,  for 
instance,  will  give  Apple  the  keys  to  its 
corporate  kingdom  by  sharing  the  tech- 
nology Apple  needs  to  link  the  Mac  to 
IBM  mainframes.  And  although  many  of 
the  duo's  resulting 
products  are  years 
away,  some  of 
their  efforts  may 
bear  fruit  next 
year — 12  months 
sooner  than  had 
been  predicted. 
Officially,  top  ex- 


Apple's  Sculley: 
A  media  event  on 
Oct.  2  will  reveal 
details  of  the 
combination 


ecutives  won't  talk  details,  but  they 
high  on  events  so  far.  "We're  cookii 
says  IBM's  Cannavino. 

As  a  result,  Apple  and  IBM  could  b 
soon  see  the  rising  sales  that  are 
goal  of  this  deal.  For  IBM,  the  challe 
is  to  convince  customers  that  Big  I 
still  holds  a  technological  edge.  F 
1985  to  last  year,  cut-rate  clones  dr 
IBM's  share  of  the  PC  market  from 
to  16.5%,  says  researcher  Internatic 
Data  Corp.  And  while  Apple  has 
creased  its  share  by  seven  points, 
19%,  with  low-cost  computers,  the  efJ 
has  pummeled  profits. 
heavy  security.  Indeed,  the  promise 
revitalized  business  was  enough  to  li 
a  fire  under  the  negotiations — des] 
the  involvement  of  hundreds  of  lawy 
and  executives  on  both  sides.  In  the  ti 
since  they  announced  a  preliminary  d 
on  July  3,  the  participants,  also  includ 
semiconductor  maker  Motorola  Inc., 
gotiated  a  multitude  of  cross-licenses 
agreement  to  launch  two  jointly  owi 
companies,  and  provisions  for  shar 
facilities  and  employees. 

They  even  managed  to  overcome  w 
threatened  to  be  the  biggest  stumbl 
block — the  cultural  differences  betw( 
the  companies.  A  Motorola  demand, 
instance,  that  employees  be  subject 
bag-searches  at  the  end  of  the  day  ; 
palled  the  iBMers.  Their  solution:  a  n 
facility  will  be  dedicated  to  the  proje 
where  security  is  state-of-the-art.  At  1 


Starting  early  next  yec 
pie  and  IBM  computer 
same  office  will  be  abl 
share  software  and  otl 
formation  and  equipm 
thanks  to  new  networking  products  c 
cross-licensing  agreements.  Products 
tested  at  an  IBM  lab  in  Research  Trie 
Park,  N.C. 


where  the  collaboration  is  referred 
|  as  "the  IBM  thing"  talks  centered  on 
;  n  to  keep  giant  Big  Blue  from  over- 
elming  its  partner  with  engineering 
\  marketing  people.  The  result:  Apple 
ployees  far  outnumber  iBMers  in  a 
acal  operating-system  project, 
n  the  end,  the  companies  surmounted 
ir  differences  and  produced  a  technol- 
/  alliance  with  four  major  components 
ble).  The  most  elaborate  involves  the 
ns  to  launch  startups.  One,  based  in 
con  Valley,  will  develop  new  multi- 
dia  software  standards.  That  technol- 
f,  a  current  computer-industry  hot 
ton,  gives  PCs  video,  sound,  and  ani- 
tion  capabilities.  Although  the  agree- 
nt  won't  result  in  products  for  as 
g  as  five  years,  the  two  are  promis- 
;  to  license  their  work  to  other  soft- 
re  makers.  That's  a  challenge  to  Mi- 
isoft  Corp.,  IBM's  estranged  ally,  and 
^roup  of  PC  makers,  including  Tandy 
rp.,  that  have  a  multimedia  collabora- 
n  under  way. 

The  combine's  stiffest  challenge  to  the 
,tus  quo  comes  from  the  second  new 
npany.  Charged  with  producing  an 
/anced  operating  system,  the 
brt  is  another  jab  at  Mi- 
isoft.  Due  in  mid-de- 
ie,   the   software  is 
ant  to  replace  Micro- 
:t's  popular  Windows 
)gram  by  making  it 
sier  for  computers 
sed  on  different  de- 
;ns  to  share  data. 
That  ambitious  proj- 
;  will  be  based  on 

Apple  develop- 
mt  project  called 
lk.  Apple  has  com- 
;ted  nearly  1  mil- 
n  lines  of  code  for 
ik,  giving  it  the  up- 
r  hand  in  negotiat- 
j  how  the  joint  ven- 
re  will  operate.  The 
mpany  is  to  be 
sed  in  Apple's  Sili- 
n  Valley  backyard 


and  will  be  staffed  with  200  people — 150 
of  them  Apple  workers.  Although  the 
startup  doesn't  yet  have  a  chief  execu- 
tive— a  board  of  directors  will  name 
one — Edward  W.  Birss,  an  Apple  senior 
vice-president,  is  considered  a  shoo-in  as 
chief  operating  officer. 

For  IBM,  Pink  could  be  a  mixed  bless- 
ing. The  fanfare  surrounding  it  may  not 
hurt  Microsoft  much,  since  IBM  and  Ap- 
ple's delivery  date  is  so  far  in  the  future. 


But  it  could  undermine  IBM's  OS/2  oper- 
ating system.  IBM's  effort  is  already 
plagued  with  problems.  And  its  deal 
with  Apple  could  raise  questions  about 
IBM's  commitment  to  OS/2  (page  30). 
breaking  out.  Other  aspects  of  the  alli- 
ance are  far  closer  to  completion  than 
Pink.  By  as  early  as  next  year,  the  two 
could  be  selling  products  that  make  it 
easier  to  link  Apple  Macs  with  IBM  main- 
frames, minicomputers,  and  PCs.  That 
promise  is  at  the  heart  of  Apple's  deci- 
sion to  get  involved  with  IBM  in  the  first 
place.  The  company  needs  to  end  its 
technological  isolation  and  move  its  Mac 
into  offices  filled  with  Big  Blue  boxes. 

Longer  term,  Apple's  efforts  to  share 
in  the  IBM-compatible  world  are  dramat- 
ic. The  company  has  agreed  to  base  fu- 
ture versions  of  its  Macintosh  computers 
on  a  new  chip  being  developed  by  IBM 
and  Motorola.  The  chip  is  based  on  re- 
duced instruction-set  technology  that 
IBM  uses  in  its  RS/6000  workstations. 
Called  the  PowerPC'.,  it  will  be  developed 
by  300  IBM  and  Motorola  employees  at  a 
facility  dubbed  the  Customer  Design 
Center  in  Austin,  Tex.  To  make  their 
PowerPC-based  computers  work  to- 
gether, IBM  and  Apple  will  write 


IBM's  Cannavino: 
"We're  cooking," 
he  says,  but  he 
won't  talk 
specifics 


£2 


»Ti  ffli 


About  300  IBM  and  Motorola 
employees  will  combine  to 
create  a  chip  called  the 
PowerPC.  The  chip  will  use 
the  speedy  RISC,  or  reduced 
ion-set  computing,  technology.  It  is 
led  to  be  available  to  all  computer 
in  1993  or  1994 


i  i 

IBM  and  Apple  will  form  an 
independent  software  com- 
pany based  in  Santa  Clara, 
Calif.  Staffed  by  200,  it  plans 
to  produce  by  mid  decade  an 
object-oriented  operating  system  available 
to  all  computer  companies 

By  1994,  Apple  and  IBM  plan  to  have  de- 
veloped a  new  Unix  operating  system  that 
will  run  on  either  company's  workstations        data  bw 


IBM  and  Apple  will  form  a 
jointly  owned  company  to  de- 
velop multimedia  software, 
which  gives  the  PC  video, 
sound,  and  animation  capa- 
bilities. Products  will  be  available  to  soft- 
ware developers  in  the  mid-1990s 
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a  new  Unix  operating  system — the  soft- 
ware usually  used  on  RISC  workstations. 

Although  the  PowerPC  won't  be  ready 
until  199:3  at  the  earliest,  the  effort  is 
meant  as  a  direct  challenge  to  Compaq 
Computer  Corp.'s  efforts  to  coalesce  the 
industry  behind  another  Rise  chip,  made 
by  MIPS  Computer  Systems  Inc.  It's  also 
aimed  at  No.  1  workstation  maker  Sun 
Microsystems  Inc.,  which  has  successful- 


ly won  IBM  customers  for  its  competing 
workstations. 

Like  much  of  the  industry,  Sun  says 
it's  not  much  worried  about  the  IBM/ 
Apple  deal.  Indeed,  Sun  CEO  Scott 
McNealy  has  been  calling  the  pair's  up- 
coming operating  system  "purple  apple- 
sauce." Says  Lotus  Development  Corp. 
Chief  Executive  Jim  P.  Manzi:  "Every- 
thing is  a  function  of  delivery." 


Then  again,  the  idea  of  an  IBM/Ap 
alliance  was  the  stuff  of  fantasy  as 
cently  as  last  spring.  Now,  the  indus 
is  calling  it  the  DOC,  for  "deal  of  1 
century."  If  the  fast  start  for  the  s 
ance  is  any  indication,  the  skeptics  ir 
soon  be  running  for  cover — or  back 
their  drawing  boards. 

By  Deidre  A.  Depke  in  New  York,  u 
Kathy  Rebello  in  Laguna  Niguel,  Calif. 


ANOTHER  MISSED  DEADLINE  FOR  BIG  BLUE 


Promises,  promises. 
Lately,  it  seems  that 
IBM  makes  as  many  of 
these  as  it  does  computers. 
Since  last  spring,  for  in- 
stance, Big  Blue  executives 
Lee  Reiswig  and  Joseph  M. 
Guglielmi  have  vowed  regu- 
larly that  IBM  would  ship  an 
all-important  new  version  of 
its  personal-computer  operat- 
ing system,  or  basic  control 
program,  by  the  end  of  1991. 
Now,  in  what  could  be  a 
crushing  blow  to  the  soft- 
ware's prospects,  they  admit 
IBM  will  be  unable,  by  the 
yearend  deadline,  to  provide 
the  system  with  a  key  capa- 
bility that  had  been  promised. 

Hedging  on  the  pledge  is  no  small 
matter.  IBM's  credibility  is  central  to  its 
plan  to  regain  control  from  former  ally 
Microsoft  Corp.,  the  current  purveyor 
of  software  standards.  To  PC  owners, 
any  delay  is  particularly  disappointing 
because  the  promised  software,  OS/2 
Version  2,  would  be  the  first  to  make 
today's  most  powerful  PCs  really  hum. 
The  new  software  would  also  run  the 
spreadsheet  and  word-processing  pro- 
grams that  users  already  have —  , 
the  ones  made  for  Micro-  /  } 
soft's  market- 
leading  MS-DOS 
and  Windows 
software. 

Customers'  ex- 
pectations have 
been  whipped  up 
by  the  two  IBMers' 
claims  that  OS/2  is 
"a  better  DOS  than 
DOS  and   a  better 
Windows  than  Win- 
dows." After  hear- 
ing that,  more  than 
20,000  customers  at 
2,000  companies  have 
agreed  to  serve  as 
testers  for  preliminary 
copies  of  the  soft- 
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than  one 


more 
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ware — while  waiting  eagerly  for  the 
finished  product.  Now,  IBM  is  saying 
that  the  new  OS/2  won't  be  able  to  run 
Windows    programs    the    way  it 
should — at  least  not  this  year.  To 
many,  that's  a  letdown.  Says  a  PC  man- 
ager at  a  major  Midwest  manufactur- 
ing company:  "The  compelling  reason 
why  we'd  want  to  use  it  in  the  first 
place  is  not  there  yet." 
To  be  sure,  some  testers  of  the  prod- 
uct give  kudos  to  its  fea- 
tures (chart).  And  Reis- 
wig, assistant  general 
OS/1  manager  for  personal 

systems  programming, 
says  it's  better  to  miss 
a  deadline  than  skimp 
on  quality.  IBM  will 
likely  ship  the  new 
OS/2  by  yearend,  he 
adds,  but  without 
the  advanced  Win- 
dows capability. 
The  finished  goods 


Con  do 
thing  a* 


rami 
r\e* 


will   come  later, 
maybe  by  March, 
and      will  be 
promptly  sent  to 
those  who  have 
paid  for  copies  of 
OS/2,  he  says. 


Nevertheless,  IBM  has  littl 
room  for  error,  especially 
since  the  first  version  of  OS 
2  didn't  catch  on,  and  this  gfjfe 
around  is  widely  viewed  al 
OS/2's  last  stab  at  success! 
Says  Forrester  Research  In<$ 
consultant  Stuart  Woodring;i 
"There  is  a  forfeiture  of  trus| 
every  time  something  likl 
this  happens." 

MORE  GRANDIOSE.  The  timing 

couldn't  be  worse.  For  oril 
thing,  IBM  has  planned  a  bin 
bash  to  celebrate  OS/2  2.0'* 
completion  at  a  giant  trad$ 
show  in  mid-October.  The! 
there's  the  portentous  powl 
wow  on  Oct.  2,  when  IBM  offi- 
cials are  set  to  announce  evel 
more  grandiose  software  plans — thiJ 
time  with  newfound  ally  Apple  Com! 
puter  Inc.  The  Apple  deal  calls  for  aS 
ultra-advanced  operating  system  prom* 
ised  for  the  mid-1990s.  Based  on  leafjj 
ing-edge  technology  called  object-oril 
ented  programming,  that  project 
throws  into  question  just  how  long  iBRj" 
will  be  stressing  OS/2. 

Both  the  new  OS/2  and  the  deal  witl? 
Apple  are  aimed  at  the  same  thing 
leapfrogging  Microsoft  by  defining  thjj 
way  PCs  of  the  future  are  used.  That'sf' 
crucial  for  both  companies  becaustjj 
profit  margins  are  quickly  shrinking 
"PCs  will  soon  be  a  commodity  like  coll 
or  TVs,"  says  Reiswig.  "We  have  w 
provide  the  ability  to  take  advantage  ol 
the  hardware."  That,  he  adds,  comes! 
through  software. 

Then  again,  IBM's  news  may  not  be, 
as  bad  as  it  seems,  since  customers  are! 
becoming  resigned  to  such  delays 
"With  software,  nothing  is  sure  until 
you  have  it,  and  it  works,"  says  Shell 
don  J.  Laube,  Price  Waterhouse  chiel| 
information  officer.  But  if  IBM  is  tcj 
meet  its  aggressive  goal  of  having  £ 
million  happy  users  of  its  new  OS/2  by] 
the  end  of  next  year,  it  had  better 
make  good  on  its  word,  and  fast. 

by  Evan  I.  Schwartz  in  New  York\ 
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;  ECONOMY  I 


/ILL  THESE 
IPTICKS  STICK? 


an  early  test  of  recovery, 
anufacturers  are  raising  prices 


n  the  war  over  prices,  buyers  have 
won  nearly  all  the  battles  lately. 
Even  before  the  recession  was  offi- 
lly  under  way,  manufacturers  were 
;ting  prices.  The  few  brave  souls  who 
id  to  push  up  prices  and  get  their 
>fit  margins  back  to  respectable  levels 
jally  bowed  to  customer  resistance. 
The  tide  may  finally  be  beginning  to 
•n.  So  far,  makers  of  paper  products, 
el,  chemicals,  fibers,  and  tires  have 
ight  to  push  prices  higher  over  the 
it  couple  of  weeks.  And  the  big  three 
nestic  automobi'e  makers  have  each 
jgested  sticker-price  increases  rang- 
;  from  1.4%  to  3.5%  for  1992  models, 
his  is  a  slight  quickening  of  the  heart- 
it  of  the  economy,"  says  David  M. 
les,  chief  economist  at  Aubrey  G. 
nston  &  Co.  in  New  York. 
Ml,  it's  going  to  be  a  long,  tough 
g.  Economists  and  industry  execu- 
es  agree  that  it's  too  early  to  tell 
ether  any  of  the  initial  attempts  will 
t  more  than  a  couple  of  weeks.  Most 
Inerable  are  loss-plagued  industries 
it  are  raising  prices  despite  weak  de- 
,nd.  But  there  are  a  couple  of  cases 
iere  a  real  uptick  in  orders  is  spurring 
ce  increases. 

■ns  of  hope.  Leading  the  pack  are 
per-products  manu- 
■turers  such  as  In- 
■national  Paper, 
orgia-Pacific,  and 
jyerhaeuser.  Since 
ne,  the  industry  has 
nounced  three  sepa- 
;e  hikes  in  spot 
ces  for  uncoated  pa- 
* — the  type  used  in 
)y  machines — for  a 
al  increase  of  24%, 
$820  a  ton.  That's 

the  peak  price  of 
12  a  ton  back  in 
39,  but  the  increases 
pear  to  be  sticking. 
That's  not  the  only 
per  product  whose 
ce  is  rising.  After  a  weak  first  half, 
nand  for  cardboard  boxes  has  picked 

an  average  4.5%.  Cardboard  boxes 
;  used  for  packaging  a  wide  array  of 
)ducts,  so  demand  for  the  linerboard 
id  to  make  boxes  is  considered  a  key 
nal  of  the  overall  economy's  direction. 
,'s  an  indication  that  things  have  bot- 
ned  out,"  says  Robert  C.  Butler,  chief 


A  SAMPLING  OF 
INDUSTRY  PRICE  HIKES 


Industry      Price  increase 

Effective  date 

CHEMICALS       15%      Sept.  1 
Low-density  polyethylene 

PAPER  9 

Linerboard 

Sept.  1 

STEEL  4 

Flat-rolled  steel 

Sept.  29 

FIBERS  8-10 
Nylon 

Oct.  1 

TIRES            2  8 

Replacement 

Oct.  1 

DATA  BW 

financial  officer  at  International  Paper 
Co.  In  September,  manufacturers  re- 
sponded by  raising  linerboard  prices  by 
9%,  to  $360  a  ton.  Sales  of  linerboard 
and  related  grades  make  up  32%  of  the 
paper  industry's  revenues,  compared 
with  15%  for  uncoated  paper. 
The  good  news  for  manufacturers 
may  not  last  long.  The 
recent  surge  in  de- 
mand could  just  repre- 
sent "an  inventory  ad- 
justment that  will  die 
out  shortly,"  says  a 
big  Chicago  purchaser 
of  business  forms. 

Stronger  signs  of 
hope  are  emerging 
from  the  housing  in- 
dustry, which  has 
firmed  with  the  decline 
in  interest  rates.  Since 
new  homes  need  to  be 
furnished,  synthetic-fi- 
ber makers  are  raising 
prices  on  continuous 
nylon  filament,  used  in 
carpets.  Monsanto  Co.  and  Du  Pont  Co. 
recently  announced  an  8%  to  10%  price 
increase,  to  about  $1.50  a  pound.  "We're 
on  a  pretty  good  track  right  now,"  says 
Thomas  G.  Iversen,  who  heads  Monsan- 
to's  nylon  unit. 

Not  every  price  hike  follows  improved 
demand.  Tire  factories  have  hardly  been 
running  flat  out — they're  under  80%  of 


capacity.  Undaunted,  Gener-- 
al  Tire,  Goodyear  Tire  & 
Rubber,  Bridgestone/Fire- 
stone,  and  others  have  sepa- 
rately announced  that  price 
increases  ranging  from  2% 
to  8%  for  replacement  tires 
will  take  effect  around  Oct. 
1.  Replacement  tires,  as  dis- 
tinct from  tires  on  new  cars, 
represent  three-quarters  of 
the  car-tire  market. 
heavy  losses.  Industry  ex- 
ecutives confess  that  they're 
attempting  to  stem  heavy 
losses  and  bolster  weak  bal- 
ance sheets.  The  demand 
"doesn't  warrant  a  price  in- 
crease," admits  Thomas  J. 
Reese,  executive  vice-presi- 
dent for  sales  and  marketing 
at  General  Tire  Inc.,  a  unit 
of  Germany's  Continental. 
However,  "if  we  waited  for 
the  industry  to  get  to  1007 
capacity,  we  would  self-de- 
struct." With  tire  prices 
about  where  they  were  in 
1982,  most  big  tiremakers 
are  in  the  red  or  close  to  it. 
So  top  industry  executives 
say  tbey  won't  budge  from 
the  increases.  "They  proba- 
bly can  make  this  price  in- 
crease hold,"  says  Gerald  A.  Montgom- 
ery, president  of  Entire  Auto  Care  Inc., 
a  Goodyear  dealership  located  in  Coving- 
ton, Ky. 

Similarly,  although  steel  orders  have 
picked  up,  mills  are  still  running  at  only 
about  78%  of  capacity.  Nonetheless,  all 
major  steelmakers  including  Bethlehem 
Steel,  USX,  and  LTV  have  pushed  through 
a  4%  increase  in  the  price  of  short-term 
contracts  and  spot-steel  purchases,  ef- 
fective Sept.  29.  This  hike  applies  to  flat- 
rolled  steel  used  in  cars,  appliances,  and 
buildings.  Prices  on  average  have  been 
at  $300  a  ton,  off  25%  from  1988,  and 
steelmakers  are  expected  to  lose  $950 
million  this  year,  says  John  E.  Jacobson 
of  AUS  Consultants  in  Philadelphia. 

The  hikes  may  be  short-lived.  The 
Steel  Service  Center  Institute  in  Cleve- 
land reports  that  inventories  are  down 
about  19%  from  February,  to  5.7  million 
tons.  But  purchasers  aren't  throwing  in 
the  towel.  "There  are  no  underlying 
market  signs  on  the  horizon  that  tell  me 
the  steel-price  increase  will  stick,"  says 
Jimmy  B.  Anderson,  corporate  manager 
of  materials  at  Butler  Manufacturing 
Co.,  a  Kansas  City  (Mo.)  maker  of  steel 
utility  buildings. 

So  the  tug-of-war  continues.  Right 
now,  the  manufacturers  seem  to  be  gain- 
ing ground,  but  in  inches,  not  feet. 

By  Bruce  Hager  in  New  York,  with 
Zachary  Schiller  in  Cleveland  and  Michael 
Schroeder  in  Pittsburgh 
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CHECCHI  WANTS  TO  RENEGOTIATE  CONTINENTAL'S  JET  LEASES  AND  CUT  UNATTRACTIVE  ROUTES 


MAYBE  AL  CHECCHI'S  EYES 
ARE  BIGGER  THAN  HIS  WALLET 


Landing  Continental  and  Midway  would  be  hard.  Running  them?  Harder 


Got  an  airline  for  sale?  Need  some 
cash  to  prop  up  your  carrier  in 
bankruptcy  court?  Call  Al  Chec- 
chi.  chairman  of  Northwest  Airlines  Inc. 
He's  buying — or  at  least  he's  trying  to. 

During  a  summer  of  turmoil  in  the 
airline  industry.  Checchi  has  appeared 
wherever  assets  might  be  for  sale.  East- 
ern gates,  the  Trump  Shuttle.  America 
West — you  name  it.  he  has  stalked 
it.  Despite  persistent  wheeling  and 
dealing,  however,  Checchi  has  yet  to 
land  the  big  deal  he  believes  is  nec- 
essary to  keep  Northwest  in  league 
with  the  industry  giants.  Union 
squabbles  created  insurmountable 
problems  for  a  shuttle  deal,  and  a 
$20  million  cash  infusion  for  bank- 
rupt America  West  Airlines  Inc.  is 
securing  just  a  marketing  pact  be- 
tween the  two  carriers  for  now. 

Unbowed.  Checchi  is  driving  hard 
to  cut  deals  with  two  more  bank- 
rupt carriers:  Chicago's  Midway 
Airlines  Inc.  and  a  much  bigger  fish 
called  Continental  Airlines  Holdings 
Inc.  Both  airlines  need  lots  of  work, 
inspiring  heavy  skepticism  about 
Checchi's  ambitions.  "It's  kind  of 
like  sweeping  up  after  the  dance." 
snipes  an  American  Airlines  Inc.  ex- 
ecutive. He  insists  that  American. 
United,   and   Delta  already  have 


picked  off  the  best  assets  shaken  loose 
by  the  current  industry  travails. 

Checchi  knows  scavenging  can  pay 
rich  dividends.  The  question  is  whether 
anybody  has  the  savvy  to  pull  off  two 
successful  acquisitions  with  an  airline 
company  strapped  for  cash  and  heavy  on 
debt.  Even  if  Checchi  can  come  up  with 
enough  money  to  make  a  credible  bid  for 
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CHECCHI'S  COURTSHIPS 


$20  million  for  25  %  ownership 

■n,my,jiiiiii 


AUGUST,  1991 


$20  million  in  financing  and  $  1 5  million  for  the  right 
to  buy  Japanese  route 

■■HI'.'*:.:,,. 


SEPTEMBER,  1991 


Deal  for  Trump  Shuttle  collapsed.  Checchi  was  to 
pay  $15  million,  then  pay  down  debt 

Checchi  wants  to  buy  49  =  =  of  Australian  airline. 
There  are  other  bidders,  and  the  deal  needs  govern- 
ment approval 


Checchi  in  discussions  to  buy  assets  of  ailing  carrier 

m 


Checchi  in  discussions  to  buy  all  or  part  of  carrier 

DATA:  BW 


Midway  and  Continental  gates,  plaii 
and  routes,  he'll  have  to  convince  btl 
ruptcy  judges  and  scores  of  creditor* 
both  cases  that  he's  offering  the  IB 
deal.  Then,  if  he  manages  to  win  m 
assets,  Checchi  faces  the  long,  expenw 
slog  of  integrating  workers  and  mesh* 
service.  That's  a  job  that  has  stynM 
many  a  veteran  airline  executive,  sog 
thing  Checchi  is  not. 
cash-poor.  The  first  step,  of  course 
finding  enough  cash.  Northwest  offic 
declined  to  comment  for  this  story, 
sources  close  to  the  airline  say  a  Co 
nental  deal  could  take  $600  million 
cash  up   front.   Checchi  has  aire; 
shelled  out  $20  million  to  Midway  for 
gates  at  Chicago's  Midway  Airpo: 
would  need  another  S100  million  to 
the  rest  of  the  airline.  Problem  is,  Noi 
west  and  its  parent  company  have  o 
$90  million  in  cash  while  struggling 
der  $3.7  billion  in  total  debt.  Checchi 
get  some  help  from  a  proposed  $715 
lion  financing  package  from  the  Stat 
Minnesota.  But  much  of  that  is  slatec 
build  a  new  maintenance  facility,  and 
additional   $200   million   cash  infus 
from  the  state's  pension  fund  may 
come  through.  Minnesota  pension 
aren't  so  sure  they  want  to  tie  th 
futures  to  Northwest's. 

So.  Checchi  and  partner  Gary  WiL 
are  scouting  for  investors.  After  ye 
of  cutting  df  als  at  Walt  Disney  and  M 
riott  before  moving  to  Northwest,  tl 
are  tight  with  banks  and  institutic 
worldwide.  And  a  source  with  kno 
edge  of  the  talks  says  British  Airw 
has  also  spoken  to  the  Checchi  ca: 
about  going  in  on  a  deal. 

It  will  help  that  Checchi  is  getting 
enthusiastic  response  from  the  airli 
partly  because  he  is  close  friends  w 
Continental  Chairman  Carl  R.  P 
lad.  But  even  his  impressive  conn 
tions  don't  assure  clear  sailii 
Some  of  Continental's  creditors 
already  concerned  that  the  com] 
ny's  management,  including  Pohl 
is  running  something  less  than 
full-fledged  bidding  process  to  fi 
investors  for  the  airline. 

Even  some  Continental  direct* 
are  leery  of  Checchi's  propensity 
financial  gymnastics.  "Northwi 
has  a  tendency  to  go  right  up  to 
brink  and  start  cutting  back  th 
offer."  says  a  source  close  to 
board.  Consequently,  it  would  ha:! 
ly  be  surprising  to  see  either 
creditors  or  the  board  courting  o 
er  bidders  once  the  end  game 
Continental  begins.  If  the  case 
Pan  Am  Corp.  is  any  guide,  biddi 
contests  in  bankruptcy  court  oft 
heat  up  at  the  11th  hour. 

Continental  also  has  the  kinds 


iletons  in  its  closet  that  can  kill  a  deal 
"ore  its  gets  started.  Besides  its  $700 
;lion  unfunded  pension  liability,  a 
ind  jury  in  Brooklyn  is  investigating 
irges  that  the  carrier  illegally  trans- 
red  to  itself  millions  of  dollars  of 
stern  Air  Lines  Inc.  assets  before  its 
jer  airline  fell  into  bankruptcy  in  1989. 
>  Angeles  financier  Marvin  Davis  has 
en  a  close  look  at  Continental,  but 
,rces  close  to  Davis  say  he  pulled  out 
he  I  lidding  Sept.  24,  partly  because  of 
grand  jury  inquiry. 
i  and  snow.  For  all  the  hurdles, 
ugh,  it's  easy  to  see  why  Checchi 
[its  Continental  and  Midway.  Both 
rthwest,  the  No.  4  carrier,  and  Conti- 
ital,  No.  5,  think  they  need  more  bulk 
survive  against  the  megacarriers. 
rthwest,  with  its  snowbelt  focus,  fits 
.tly  with  Continental's  sunbelt  and 
it  Coast  system.  And  Checchi  could 
e  money  by  shrinking  Northwest's 
mphis  and  Boston  hubs,  relying  in- 
id  on  Continental's  strong  Houston 
1  Newark  operations.  Midway,  mean- 
e,  has  a  strong  presence  out  of  Mid- 
p  Airport,  which  offers  high-paying 
iness  travelers  a  downtown  alterna- 
i  to  the  madness  of  O'Hare  Interna- 
lal  Airport. 

'o  ease  the  strain  of  combining  two 
riers  as  large  as  Northwest  and  Con- 
sntal,  Checchi  would  likely  merge 
m  into  one  system  over  a  two-year 
iod  Northwest  would  keep  roughly 
(-thirds  of  Continental's  jets  and  most 
the  company's  employees.  But  a  key 
nent  to  the  merger  would  be  trying 
>oost  cash  by  renegotiating  the  leases 
Continental's  jets  while  systematical- 
:utting  unattractive  routes, 
'o  keep  his  unions  happy,  Checchi 
ild  limit  the  seniority  levels  of  Conti- 
tal  employees.  And  he  would  try  to 
p  some  of  Continental's  labor-cost  ad- 
tage — for  a  time  at  least — by  bring- 

its  employees  up  to  Northwest  pay 
ils  over  several  years.  Continental 
oloyees  might  not  like  that  kind  of 
itment  but  they  wouldn't  revolt.  Giv- 

Continental's  tenuous  position,  the 
soning  goes,  they  would  be  happy 
I  to  be  rescued. 

telying  on  labor  to  stay  quiet,  howev- 
cuts  against  the  grain  of  almost  all 
vious  airline  mergers.  Disruptions  in 
vice  and  millions  in  hidden  costs  are 
re  the  norm.  While  plentiful  in  recent 
rs,  mergers  in  general  are  the  bane 
any  airline  executive.  Doing  a  deal 
h  as  Midway  would  be  tough;  doing 
Iway  and  Continental  may  be  impossi- 
Checchi  clearly  thinks  sweeping  the 
ce  floor  is  the  only  way  to  keep  up 
h  the  big  guys.  But  it  will  take  some 
cy  footwork  to  really  clean  up. 
By  Kevin  Kelly  in  Chicago,  with  Mark 
I  in  Houston  and  Seth  Payne  in 
thington 


TELECOMMUNICATIONS  I 


THE  LOOMING  BATTLE 

TO  WIRE  YOUR  AIRPLANE  SEAT 


Startup  In-flight  Phone  is  challenging  GTE.  Other  rivals  are  gearing  up 


When  MCI  Communications 
Corp.  founder  John  D.  Goeken 
boarded  a  flight  from  Wash- 
ington to  Los  Angeles  in  late  1989,  dollar 
signs  danced  in  his  eyes.  MCI  stock  had 
just  hit  a  record  high  of  47,  and  Goeken 
planned  to  sell  part  of  the  stake  he  had 
accumulated  before  leaving  the  company 
in  1974.  But  the  GTE  Airfone  Inc.  phone 
on  the  plane  didn't  work  when  he  tried 
to  call  his  broker.  By 
the  time  he  landed, 
the  market  was 
closed.  The  next  day, 
MCI  stock  began  a 
long  slide. 

A  disaster,  right? 
Not  to  Goeken.  He 
says  the  broken 
phone  helped  con- 
vince him  that  GTE's 
Airfone  unit,  which 
he  had  helped 
launch,  had  become 
a  fat  and  happy  mo- 
nopolist providing 
lousy  service  in  the 
$500  million  a  year- 
air-to-ground  phone 
business.  So  Goeken, 
61,  is  about  to  give 
GTE  new  competition. 

In  the  next  few 
weeks,  his  In-Flight 
Phone  Corp.,  based 
in  Oak  Brook,  111., 
will  begin  to  outfit 
more  than  two  dozen  Northwest  Air- 
lines, USAir,  and  American  Airlines 
planes  with  a  state-of-the-art  phone  sys- 
tem. Because  it  is  digital,  the  system  will 
transmit  better  than  gte's  phones.  They 
will  also  come  with  liquid-crystal  display 
screens  mounted  on  seatbacks,  so  that 
In-Flight  can  offer  such  services  as 
stock  quotes  and  news.  Kathy  V.  Libon- 
ati,  managing  director  of  product  design 
for  American  Airlines  Inc.,  says  Goe- 
ken's  "chances  for  success  are  great." 
BIG  break.  Goeken  isn't  the  only  one 
angling  for  airline  passengers — a  truly 
captive  market.  McCaw  Cellular  Commu- 
nications Inc.  and  others  are  looking  at 
the  air-to-ground  phone  market.  And  on 
Sept.  9,  Gannett  Co.  said  it  will  launch  a 
service  called  Sky  Radio  in  April,  1992, 
which  will  include  multiple  channels  of 
live  news  and  sports  transmitted  by  sat- 
ellite. Goeken  has  a  similar  plan.  Sony. 
Hughes,  Matsushita,  and  Philips  want  to 


MORE  THAN  JUST 
AN  IN-FLIGHT  MOVE 

Coming  soon  to  a  jet  near  you: 

Q  k  r\\f\  Sports,  news,  and  other 
l\/"lL/l \J  forms  of  programming 
will  be  beamed  up  by  satellite  or 
ground  relay  stations 

1  /If^CO  Small  screens  above  the 
¥  iL/Lv/  tray  table  will  allow  pas- 
sengers to  choose  among  movies, 
news,  sports,  shopping  services,  up- 
to-date  gate  information,  weather  re- 
ports, and  stock  quotes 

Passengers  will  be 
able  to  receive  and 
make  calls  and  even  send  faxes  from 
their  seats.  And  digital  transmission 
will  vastly  improve  quality 


PHONES 


install  small  video  screens  at  every  seat 
so  that  passengers  can  watch  movies. 
And  Capital  Cities/ ABC  Inc.  wants  to  sell 
even. more  programming  to  the  airlines. 

Goeken  and  his  backers  put  nearly  $33 
million  in  his  new  venture  in  1989,  even 
before  they  knew  whether  he  could  en- 
ter the  business.  When  Goeken  sold  Air- 
fone to  GTE  in  1986,  he  stayed  on  as 
chairman  and  agreed  not  to  compete 
with  GTE  should  he 
leave.  When  he  left 
after  a  power  strug- 
gle in  1989,  Goeken 
sued  GTE  and  won 
the  right  to  launch 
the  rival.  He  now 
runs  In-Flight  with 
daughter  Sandra. 

Another  big  break 
came  in  July,  when 
the  Federal  Commu- 
nications Commis- 
sion opened  up  the 
fledgling  industry. 
The  agency  decided 
that  airlines  could 
sign  up  with  any 
communications  com- 
panies, even  if  they 
had  long-term  con- 
tracts with  GTE.  The 
move  was  warranted 
because  "this  was 
essentially  an  air-to- 
ground  monopoly," 
says  Greg  J.  Vogt, 
chief  of  the  FCC's  Mobile  Services  Div. 

GTE  isn't  standing  still  as  the  competi- 
tion gears  up.  It  plans  to  begin  upgrad- 
ing its  system  to  digital  technology  be- 
ginning in  1992,  but  the  project  could 
take  several  years  to  complete.  GTE  also 
is  expected  to  announce  on  Oct.  8  that  it 
plans  to  merge  its  phone  network  with 
video  screens  sold  by  other  companies 
starting  in  1993.  GTE  says  that  doing  the 
job  right  is  more  important  than  being 
first  to  market.  "We're  going  to  have  a 
quality  product,"  promises  GTE  Airfone 
President  Robert  C.  Calafell. 

GTE  also  has  size  and  name  recognition 
on  its  side — big  selling  points  to  airlines 
that  might  balk  at  going  with  an  upstart 
such  as  Goeken.  To  counter  those  advan- 
tages, Goeken  is  trying  to  sign  on  big- 
time  partners,  including  Time  Warner 
Inc.  His  no-pun-intended  sales  pitch: 
"The  sky's  the  limit." 

By  Mark  Lewyn  in  Oak  Brook,  III. 


BUSINESS  WEEK/OCTOBER  7,  1991  33 


MANAGEMENT  I 


GRACE  AND  BOB  HUXFORD:  THE  MERCK  EMPLOYEES  EAGERLY  SIGNED  UP  FOR  THE  OPTION  PLAN 


OFFERING  EMPLOYEES 

STOCK  OPTIONS  THEY  CAN'T  REFUSE 


More  and  more  companies  want  workers  to  think  like  owners 


At  $33,000  a  year.  Bob  Huxford's 
pay  as  a  corporate  chauffeur  for 
Merck  &  Co.  doesn't  put  him  in 
the  same  league  as  P.  Roy  Vagelos,  the 
company's  $7  million-a-year  chief  execu- 
tive. But  Huxford  feels  that  a  new  com- 
pany program  that  grants  stock  options 
to  nearly  all  employees — not  just  top 
managers — will  give  him  one  thing  in 
common  with  the  boss.  "Everybody  will 
take  a  little  more  pride  in  their  jobs  if 
they  know  they  have  a  stake  in  the  com- 
pany's results,"  says  Huxford. 

Merck's  program,  announced  on  Sept. 
11,  puts  it  in  the  growing  ranks  of  com- 
panies that  want  employees  to  own  more 
of  their  stock.  The  trend  first  developed 
in  the  early  1980s,  when  thousands  of 
employers  set  up  Employee  Stock  Own- 
ership Plans  (ESOPS).  Other  companies 
began  to  use  stock-purchase  plans, 
which  allow  workers  to  buy  company 
shares,  often  at  favorable  rates.  More 
recently,  some  employers  have  extended 
stock-option  plans  to  most  employees. 
Although  only  a  handful  of  major  com- 
panies have  taken  this  route  so  far,  ex- 
perts expect  many  more  to  follow  suit. 
"I  don't  think  it's  just  a  fad,"  says  Corey 
Rosen,  executive  director  of  the  National 
Center  for  Employee  Ownership. 

Whatever  the  method  used,  most  em- 
ployers share  a  similar  goal:  to  enhance 


employees'  concern  for  the  company's 
overall  performance.  As  many  compa- 
nies push  decision-making  down  the  cor- 
porate ladder,  they're  using  stock  to  en- 
courage employees  to  think  like  owners. 
"We  want  every  individual  to  feel  a 
higher  level  of  personal  responsibility 
for  the  company's  success,"  says  John 
W.  Himes,  human-re- 
sources vice-president 
at  Du  Pont  Co.,  which 
set  up  an  option  plan 
in  February. 

The  options  twist  on 
employee  ownership 
has  been  around  for 
some  time.  Pfizer  Inc. 
has  had  such  a  plan 
since  the  1950s.  But 
the  idea  didn't  take 
off  until  PepsiCo  Inc. 
unveiled  its  plan  in 
mid-1989.  Others  have 
jumped  on  the  band- 
wagon since  then,  in- 
cluding Waste  Management,  Wendy's 
International,  and  Imcera  Group. 

Each  plan  tends  to  have  a  different 
wrinkle.  For  instance,  PepsiCo  grants 
new  options  to  employees  every  year  on 
July  1.  Workers  then  have  the  right,  five 
years  later,  to  buy  stock  equal  to  10%  of 
their  pay.  The  price  stays  fixed,  so  stock 


OPTING  FOR  OPTIONS 

Major  companies  offering  stock 
option  plans  to  most  employees; 

►  DU  PONT 

►  IMCERA  GROUP 

►  PEPSICO 

►  PFIZER 

►  TOYS  'R'  US 

►  WASTE  MANAGEMENT 

►  WENDY'S 


that  was  worth,  say,  $25  a  share  C 
July  1  could  be  had  five  years  hence  1 
just  $25,  even  if  the  market  price  I 
doubled  in  the  meantime.  The  emplose 
can  sell  the  shares  to  pocket  the  gainl 
hold  them. 

Du  Pont,  which  wanted  broad  empli 
ee  involvement  more  quickly,  opted  fcl 
one-year  waiting  period  and  imposed 
cap  of  100  shares  per  employee.  Mel 
also  topped  its  program  at  100  shal 
but,  like  PepsiCo,  imposed  a  five-yl 
delay  for  purchases.  All  these  approa* 
es  are  good  deals  for  employees  becaw 
they're  essentially  risk-free.  Employ* 
buy  nothing  until  the  waiting  perl 
ends.  If  the  price  is  down,  they  siml 
don't  exercise  the  option. 
'Sharepower.'  Options  aren't  cheap  1 
employers.  Either  they  must  buy  I 
stock  for  employees  on  the  open  marlj 
or  issue  new  shares,  which  reduces  1 
proportion  of  the  company  owned  by  1 
isting  shareholders.  Investors  in  higll 
capitalized  companies,  such  as  Merl 
probably  won't  blanch  at  the  tiny  dil 
tion  involved.  However,  those  at  thiij 
capitalized  companies  could  balk.  Whal 
more,  the  programs  can  be  expensive  I 
set  up.  Du  Pont  has  spent  several  millij 
dollars  mapping  out  its  plans  and  ge;J 
ing  up  to  communicate  details  to  136, 
staffers  in  53  countries. 

Although  some  companies  brag  ab 
options'  motivational  effect,  there 
few  studies  proving  the  point.  Nor 
everyone  convinced  on  the  subject.  Pet 
Cappelli,  a  management  professor  at  t 
Wharton  School,  points  out  that  mc 
line  workers  aren't  going  to  say:  "  'H 
had  a  choice,  I  would  skip  out  early  1 
day,  but  boy,  would  it  affect  the  sto 
price.' "  Others  say  cynical  manage 
could  use  such  pi 
grams  to  defuse 
tacks  on  high  ceo  pa 
"The  feudal  Ion 
would  try  to  keep  tl 
attention  off  thei 
selves  by  throwing 
few  crumbs  to  tl 
serfs,"  says  Joseph 
Blasi,  a  manageme: 
professor  at  Rutge 
University. 

Such  shortcoming 
seem  remote  to  mar 
Merck  employee 
Someone  who  bougl 
$100  worth  of  Merc 
shares  in  1970  now  holds  stock  worl 
some  $1,750.  If  Merck's  stock  does  i 
well  in  the  next  five  years,  Huxfoi 
could  pocket  a  $12,875  gain.  Little  wo> 
der  that  he,  his  wife,  his  son,  and  tw 
brothers  are  all  among  Merck  workei 
who  now  regularly  scan  stock  tables. 

By  Joseph  Weber  in  Philadelphi 
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'  OK.  Let's  get  down  to  business.'  Funny  how  the  two  objects  below  resemble  one  another.  But  if  you  had  to  invest  a  sizeable 
hunk  of  your  cash  flow  in  a  new  phone  system,  you  might  fail  to  see  the  humor.  Which  is  why  you  should  know  about  CentraNet® 
ervice  from  GTE.  With  CentraNet!  you  get  all  the  features  and  flexibility  of  the  most  sophisticated  business  telephone  system,  with- 
»ut  a  large  capital  outlay.  So  there's  no  risk  of  buying  too  much  system,  or  too  little.  In  fact,  there's  hardly  a  risk  at  all.  Because  every- 
hing  you  need  for  CentraNet®  to  work  on  your  phones  is  located  at  our  office,  not  yours.  And,  you  can  add  lines  or  change  features 
nytime.  For  example,  if  you  have  an  office  in  one  location  and  expand  to  another,  you  can  connect  the  two  without  incurring  any 
dditional  expenses.  Call  us  at  1-800-462-6000.  Because  you  do  have  a  choice.  Go  with  |  |  Or  go  with  the  flow. 


CentraNet*  is  a  registered  service  mark  of  GTE  Corporation.  CentraNet*  service  is  available  in  most  areas. 
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THE  POWER  IS  ON  I 


ii 


GOVERNMENT  I 


THE  HIGH  COURT  HAS  BUSINESS 
HOLDING  ITS  BREATH 


Tobacco  companies'  liability  is  just  one  of  the  important  cases 


report 


■  t  may  be  one  of  Washington's  worst- 
I  kept  secrets:  The  conservative  U.  S. 
I  Supreme  Court  has  been  no  friend  to 
business.  In  fact,  you  can  argue  that  the 
court  isn't  just  hostile  to  business,  it 
isn't  even  interested  in  hearing  business 
cases.  It's  understandable  that  matters 
such  as  abortion,  the  death  penalty,  and 
religious  freedom  dominate  the  justices' 
calendar.  But  on  a  docket  that's  shrink- 
ing by  the  year,  the  number  of  business 
cases  is  falling  even  faster,  dropping 
46%  since  1986,  according  to 
prepared  for  the  U.  S.  Cham- 
ber of  Commerce. 

That  means  the  few  busi- 
ness cases  the  court  does  take 
assume  added  importance. 
And  on  Oct.  7,  when  the  court 
begins  its  new  term — most 
likely  with  new  Justice  Clar- 
ence Thomas — Corporate 
America  will  be  watching 
closely.  Among  the  issues  the 
court  will  wrestle  with  are  the 
deductibility  of  expenses  in 
takeovers,  the  cigarette  indus- 
try's liability  for  smokers'  ills, 
and  the  breadth  of  federal  en- 
vironmental and  antitrust 
laws  (table). 

JURORS  whims?  The  court 
won't  wait  long  to  consider 
the  big  issues.  The  day  after 
they  convene,  the  justices  will 
hear  oral  arguments  in  the  to- 
bacco industry  liability  case, 
perhaps  the  most  important 
business  case  of  the  term.  At 
issue  is  whether  the  1965  fed- 
eral law  requiring  health 
warnings  on  cigarette  packs 
effectively  bars  smokers  who 
claim  cigarettes  gave  them 
cancer  from  suing  the  indus- 
try under  state  law.  In  the 
case,  Cipollone  vs.  Liggett 
Group  et  al,  an  appeals  court 
barred  the  estate  of  Rose  Ci- 
pollone, a  New  Jersey  smoker 
who  died  in  1983,  from  seek- 
ing damages  for  smoking-re- 
lated  injuries  suffered  after 
1965.  The  Supreme  Court's 
ruling  will  turn  on  the  ques- 
tion of  whether  the  federal 
law  preempts  state  reme- 
dies— and  the  result  could  af- 


fect far  more  than  tobacco  liabilities. 

That's  because  other  cases  pending 
before  the  court  involve  whether  federal 
laws  preempt  state  airline  advertising 
rules  or  bar  liability  suits  against  pesti- 
cide makers.  Thus,  a  broad  coalition  of 
manufacturers,  including  Coca-Cola, 
General  Electric,  and  Toyota,  is  urging 
the  court  to  rule  in  favor  of  the  cigarette 
makers,  warning  that  to  do  otherwise 
would  expose  business  to  the  whims  of 
judges  and  juries  in  50  different 
states.  "Virtually  every  pre- 
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WHAT'S  ON  THE  DOCKET 


PRODUCT 
LIABILITY 


ENVIRONMENT 


TAXATION 


Cipollone  vs.  Liggett  Croup  et  al 
Does  the  federally  required  labeling  on  cigarette 
packs  immunize  cigarette  makers  from  state  li- 
ability lawsuits? 

Arkansas  vs.  Oklahoma 
Can  a  state  downstream  from  another  state's 
water-treatment  facility  impose  its  environmental 
standards  on  the  upstream  state? 

INDOPCO  vs.  Internal  Revenue  Service 
Can  expenses  incurred  during  a  friendly  takeover 
be  deducted  from  income  taxes? 


ANTITRUST        Eastman  Kodak  vs.  Image  Technical  Services 

Can  Kodak  refuse  to  sell  spare  parts  to  indepen 
dent  companies  that  service  Kodak  products? 


emption  case  that's  brought  will  be  | 
fected  by  the  court's  decision  her 
notes  Chicago  lawyer  Mark  I.  Levy. 

Another  hot-button  matter  the  co 
will  consider  is  whether  companies  t' 
are  the  targets  of  friendly  takeovers  cl 
deduct  expenses  such  as  investmefc 
banking  advice  incurred  in  the  deal.  Ul 
lever  PLC  bought  National  Starch  I 
Chemical  Corp.  in  1978  in  such  a  transfe 
tion.  While  considering  the  offer,  NatiB 
al  Starch,  later  renamed  INDOPCO,  I 
curred  more  than  $2  million  in  fees 
Morgan  Stanley  &  Co.  and  claimed  tj 
expense  as  a  deduction.  The  Inter: 
Revenue  Service  disallowed  the  charjj 
and  the  Tax  Court  upheld  the  IRS. 

The  agency's  reasoning:  The  feB 
were  related  to  the  company's  "pernfc 
nent  betterment."  And  becauB 
they  generated  benefits  for  I 
indefinite  period,  the  fep 
couldn't  be  amortized,  eitb 
Some  tax  experts  fear  thatl 
the  Supreme  Court  sides  wil 
the  IRS,  it  will  embolden  tf 
agency  to  cut  back  other  tall 
over  costs  that  are  now  ci 
ductible,  adding  to  the  cost  I 
such  transactions.  "It's  rf 
going  to  be  a  deal-killeil 
says  Price  Waterhouse  merB 
ers  specialist  Gregory  iB 
Fowler.  "But  it's  going  to  I 
a  factor." 

Another  financial  mattB 
before  the  court  is  the  qutB 
tion  of  the  Federal  ReservM 
power  to  force  bank  hold™ 
companies  to  strengthen  till 
capital  of  their  subsidiaiB 
banks.  An  appeals  court  h;B 
invalidated  the  Fed's  effort  T 
force  Houston-based  MCor 
to  pump  capital  into  some  ] 
the  troubled  banks  it  owne 
The  Fed,  however,  says  tl 
ruling  curbs  its  ability  to  p: 
mote  sound  banking  practic 
and  to  regulate  an  industry 
turmoil. 

nervous  wait.  In  a  case 
great  significance  to  compu 
er  and  office-equipment  ma 
ufacturers,  the  justices  w: 
ponder  whether  Eastman  K 
dak  Co.'s  refusal  to  sell  r 
placement  parts  to  indepe: 
dent  companies  that  servic 
Kodak  photocopiers  is  ant? 
competitive  and  violates  fd 
eral  antitrust  law.  "The  afte 
market  service  of  big-tickt 
items  is  a  multibillion-dolk, 
industry,"  notes  Philip  A.  Li 
covara,  former  chief  counsi 
to  General  Electric  Co. 
Business   is   awaiting  th) 
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OFFICES 
THAT 

WORK. 


When  an  office  doesn't  work,  it's  a  people  issue,  right9 
When  productivity  falls,  it's  a  people  problem,  right9 
Well,  let's  see  how  wise  that  bit  of  conventional  wisdom  is. 
As  a  nation,  for  the  past  1 5  years  we've  been  throwing 
people  at  the  problem  of  office  productivity 

Of  the  more  than  116,000,000  Americans  who  are  work- 
ing today,  almost  58%  of  them  are  white-collar  office  workers. 

And  since  1976,  the  numberof 
people  who  work  in  offices  has  grown 
twice  as  fast  as  other  segments  of 
the  workforce. 

So  has  it  worked9  Have  more 
people  meant  more  productivity9 
Since  1976,  the  U.S.  has  trailed 
virtually  all  industrialized  countries  in  produc- 
tivity growth. 

White  collar  productivity  rose  less  than  1% 
per  year  during  the  1980s. 
And  in  1989  and  1990  it  actually  declined. 
Clearly,  throwing  more  people,  or  differ- 
people,  at  the  problem  doesn't  solve  it. 
But  something  else  does.  Something 
unconventional. 

There  are  dozens  upon  dozens  of 
enterprises-companies,  government 
agencies  and  universities-which 
have  made  dramatic  gams  with  essentially  the  same  people 
working  in  their  offices  and  departments. 

In  the  credit  card  division  of  a  major  financial  institution, 
customer  service  response  time  was  slashed  from  as  long  as 
four  days  to  just  minutes. 

In  the  accounts  payable  department  of  a  leading  con- 
sumer products  company,  the  time  it  took  to  file  in-coming 
checks,  invoices  and  requisitions  went  from  a  two-to-three- 
month  backlog  to  instantaneous  filing  the  moment  they  arrive. 

And,  the  corporate  legal  department  of  an  aerospace  firm 
realized  a  60%  reduction  in  trial  preparation  costs. 

So  what  changed9  What  made  these  offices  work,  when 
so  many  don't9 

We  call  it  Office  2000. 

A  complete  rethinking  of  the  way  offices  and  departments  work. 

Away  that  breaks  with  some  of  the  most  cherished  notions 
of  technology  over  the  past  decade. 

Away  that  focuses  on  people.  On  process. Then,  and  only 
then,  on  technology. 

A  way  that  earns  you  a  substantial,  measurable  return  on 
perhaps  your  greatest  investment. 

Your  people. 


itsffismnggfsm 


outcome  of  these  cases  with  some  trepi- 
dation. In  recent  years,  industry  has  suf- 
fered stinging  defeats  on  everything 
from  punitive-damage  awards  to  state 
intervention  in  mergers.  Indeed,  that  has 
led  Corporate  America  to  borrow  a  page 
out  of  its  opponents'  playbook.  After  lib- 
eral activists  encountered  setback  after 
setback  at  the  high  court  in  the  1980s, 
thev  turned  to  Congress  and  the  states 


for  help.  Now,  corporate  lawyers  and 
industry  groups  are  doing  the  same  on 
product  liability,  takeover  rules,  and  a 
host  of  other  problems.  But  with  Con- 
gress moving  at  a  snail's  pace  on  these 
issues,  business  can't  afford  to  disre- 
gard the  court  completely,  no  matter 
how  hostile  it  may  be. 

By  Tim  Smart,  with  Howard  Gleckman, 
in  Washington 


STRATEGIES  I 


GOODYEAR  MAY  BE  GETTING 
SOME  TRACTION  AT  LAST 


A  new  tire  line  and  a  popular  CEO  could  pull  it  out  of  the  mud 


■  n  his  decade  at  Rubbermaid  Inc., 
I  Chairman  Stanley  C.  Gault  turned  a 
I  humdrum  housewares  company  into 
a  Wall  Street  darling  by  launching  an 
avalanche  of  new  products  from  mops  to 
toolboxes.  Now,  as  new  chief  at  Good- 
year Tire  &  Rubber  Co.,  he's  facing  a 
much  tougher  challenge:  convincing 
drivers,  most  of  whom  look  long  and 
hard  at  the  price  tag  when  buying  tires, 
that  they  should  pay  more  for  better 
products.  "I  will  not  be  sold  that  a  tire  is 
a  tire  is  a  tire,"  he  said  recently. 

Did  somebody  say  "tire"?  On  Sept.  30, 
Gault  is  scheduled  to  step  onto  the  air- 
craft carrier  Intrepid,  a  tourist  attrac- 
tion moored  at  a  Manhattan  pier,  and 
unveil  four  new  tires.  It  will  be  Gault's 
first  big  test  as  a  tire  marketer — and  the 
first  clear  sign  of  whether  he'll  succeed 
in  turning  around  Goodyear. 
exotic  looks.  The  early  indications  are 
good.  Among  the  new  lines  introduced 
to  dealers  at  a  Sept.  19 
meeting  in  Chicago  is  a 
"green"  model  promis- 
ing 4r'  fuel  savings,  an 
all-purpose  Wrangler 
for  pickup  trucks  and 
vans,  and  a  new  line  of 
Eagles  for  the  high-per- 
formance market  Good- 
year has  long  dominat- 
ed. But  the  centerpiece 
is  an  all-season  model 
christened  Aquatred, 
aimed  at  providing  good 
traction  on  wet  roads. 
"You  cannot  hydro- 
plane on  these  tires," 
boasts  Executive  Vice- 
President  Eugene  R. 
Culler  Jr. 

Gault  is  banking  on 
an  eye-catching  new  de- 
sign to  back  up  that 
claim.  A  channel  runs 


down  the  middle  of  the  tire,  which  looks 
almost  like  two  motorcycle  tires  bonded 
together.  "It's  something  to  talk  about," 
says  Ron  Kramer,  a  Goodyear  dealer  in 
Norfolk,  Va.  "Differentiation  is  hard, 
and  I  think  Goodyear  is  really  doing 
something  about  it."  Convincing  con- 
sumers that  Goodyear  tires  can  do  what 
ordinary  tires  can't  is,  in  fact,  a  corner- 
stone of  Gault's  strategy,  says  a  top 
Goodyear  executive.  The  hope  is  that 
family-car  owners  will  be  willing  to  pay 
$360  a  set,  about  a  5CA  premium  over 
Goodyear's  top-of-the-line  general-mar- 
ket tire,  the  Invicta. 

It  will  take  more  than  exotic  new 
looks  to  restore  Goodyear  as  a  market- 
ing powerhouse.  The  company  is  hobbled 
by  $3.7  billion  in  debt,  a  money-losing  oil 
pipeline,  and  what  Gault  has  called  "an 
excessively  high  cost  structure."  Al- 
though it  made  money  in  the  second 
quarter,  the  first  half  ended  with  a  loss 
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of  $68  million,  after  $60  million  in  spp 
charges,  on  sales  of  $5.3  billion.  I 
Wall  Street  has  gotten  plenty  exM 
over  the  company's  prospects.  The  si 
has  soared  (chart),  thanks  in  part  I: 
move  by  all  the  big  industry  playeiB 
boost  replacement-market  tire  price!; 
as  much  as  67<  to  8%  (page  31).  Sft 
analysts  now  predict  $3  or  more  a  sjr< 
in  1992  earnings,  up  from  an  estimft 
$1  or  so  from  operations  this  year.  I 
Many  of  the  elements  of  a  turnarcft 
were  in  place  before  Gault  came  on» 
scene  in  June.  His  predecessor,  TonB 
Barrett,  instituted  cost  cuts.  Coult 
with  somewhat  stronger  U.  S.  tire* 
mand  and  lower  raw-material  coll 
Goodyear's  fortunes  were  likely  toft 
prove  without  a  management  chaB 
The  price  hikes  won't  hurt  either. 

Still,  Gault  has  made  his  mark.  ■ 
accelerated  the  timetable  for  new  pli 
ucts  that  were  well  along  when  helt , 
rived.  And  Goodyear,  which  is  increafi 
the  amount  it  pays  dealers  to  help  tfl 
advertise,  promises  a  big  TV  blitz  in  ll 
starting  with  the  Winter  Olympics.  I 
morale  booster.  So  far,  Gault's  n| 
achievement  has  been  to  raise  spirits 
the  company.  "I  think,  from  an  attitl 
and  morale  standpoint,  this  thing  1 
completely  turned  around,"  says  Johrl 
Kauffman,  a  big  Goodyear  dealer  I 
wholesaler  from  Atlanta.  Gault  has  it 
highly  visible  meetings  with  empy- 
ees — "associates"  as  Gault  calls  theil 
and  customers.  When  he  learned  tl 
associates  in  one  department  had  tal 
out  light  fixtures  to  save  on  enel 
costs,  he  not  only  went  and  congratui 
ed  them,  he  took  out  the  seven  dec<l 
tive  lamps  in  his  own  office. 

More  big  changes  are  ahead.  Gaull 
likely  to  trim  the  vast  number  of  I 
models.  And  he's  mi 
ing  an  overall  mar* 
ing  strategy  that  mal 
the  most  of  the  corrl 
ny's  powerful  deal 
network,  yet  takes  il 
account  the  growl 
role  of  discounters,  ll 
Gault  is  mum  ab<& 
those  plans  for  now.B 
Then  there's  the  cM 
petition.  Some  are  fids 
ing  for  consumers'  ■ 
tention  with  more  rm 
products,  including 
tire  from  Michelin  Cdl 
that's  guaranteed  § 
80,000  miles.  In  shJ 
Goodyear  is  rollii 
again,  but  there  m 
plenty  of  bumps  in  a 
road  ahead. 

By  Zachary  Schillerm 
Cleveland 


What  do 
over  4  million  people 

using  100  brands 
of  hardware  and  over 
[,500  software  programs 
see  inWindows 
today? 

Their  future. 


To  see  the  future  of  We  think  you'll  find  that  Windows  is 

personal  computing,  just  the  best  operating  system  available.Today 

take  a  look  at  the  present.  Tomorrow.  And  into  the  next  century 

Every  day  over  9,600  For  more  information,  just  give  us  a 

people  move  to  the  Microsoft5  call  at  (800)  541-1261,  Department  W24. 

Windows"  operating  system.  And  look  into  your  own  future. 
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THE  NFL  DECIDES 

IT'S  FINALLY  TIME  TO  PUNT 


To  avoid  a  trial,  it's  ready  to  concede  limited  free  agency 


■  ti  mid-September,  Harold  Henderson 
I  put  in  a  phone  call  to  the  lawyers 

■  representing  National  Football 
League  players.  Henderson,  chief  nego- 
tiator for  the  NFL,  has  spoken  with  law- 
yers for  the  National  Football  League 
Players  Assn.  plenty  of  times.  But  this 
time  he  had  something  new  to  say.  After 
four  years  of  deadlock,  team  owners  are 
ready  to  settle  the  sport's  toughest  is- 
sue: its  labor  dispute. 

The  breakthrough  is  coming  because 
NFL  Commissioner  Paul  Tagliabue  has 
finally  forged  a  consensus  among  the 
league's  28  contentious  owners  about 
how  to  come  to  terms  with  players.  The 
consensus  is,  in  turn,  the  product  of  the 
players'  record  in  pursuing  a  battery  of 
lawsuits.  The  suits  accuse  the  NFL  of 
violating  antitrust  law  by  restricting  the 
players'  right  to  sell  their  services  to  the 
highest  bidder  as  free  agents.  If  the 
players  win — as  they  have  in  most  of  the 
initial  courtroom  skirmishes — owners 
face  unrestricted  free  agency,  plus  sev- 
eral hundred  million  dollars  in  potential 
damages.  "With  trial  scheduled  for  Feb. 
17,  we  don't  have  the  luxury  of  time," 
says  Henderson. 

bizarre  turn.  The  NFL's  dispute  with 
its  1,600  players  dates  to  a  1987  mid- 
season  strike  aimed  at  attaining  free 
agency.  After  the  walkout  failed,  the 
union  began  filing  the  antitrust  lawsuits. 
Their  argument:  Antitrust  law  permits 
employers  within  a  given  industry  to 
adopt  restrictive  labor  practices,  but 
only  if  a  union  agrees.  And  the 
football  union  decided  to  withdraw 
its  agreement  after  the  strike. 

The  central  case  took  a  bizarre 
turn  when  the  courts  ruled  that 
the  union  couldn't  just  end  its 
agreement  at  the  drop  of  a  hat. 
Instead,  the  courts  said,  the  agree- 
ment lapses  only  if  the  bargaining 
relationship  does.  So  in  late  1989, 
the  union  simply  ceased  function- 
ing as  a  union.  The  rather  ridicu- 
lous result:  Players  association 
Executive  Director  Eugene  Up- 
shaw  Jr.  can't  talk  to  owners 
about  a  new  labor  contract,  since 
that  would  constitute  bargaining 
and  put  him  back  in  business  as  a 
union.  So  the  NFL  must  negotiate 
with  the  association's  lawyers. 

The  league  vigorously  resisted 


Upshaw's  strategy  prior  to 
Henderson's  phone  call. 
The  owners  argued  that 
the  players  association  is 
simply  pretending  not  to 
be  a  union  anymore.  The 
association,  they  pointed 
out,  has  continued  to  di- 
rect— and  fund — cases  it 
has  brought  on  behalf  of 
various  players.  But  the 
owners  lost  a  crucial  battle 
in  May,  when  Minneapolis 
District  Court  Judge  David 
S.  Doty  ruled  that  the  as- 
sociation was,  indeed,  no 
longer  a  union.  The  Eighth 
Circuit  Court  of  Appeals 
refused  to  hear  the  own 
ers'  appeal.  With  a  trial 
now  looming,  they  face 
the  grim  prospect  of  convincing  jurors 
that  the  league  can't  function  without  its 
restrictions  on  player  movement — even 
though  free  agency  manifestly  hasn't 
killed  baseball  and  basketball. 

Tagliabue  has  been  preparing  for  such 
a  setback  all  along.  He's  well-acquainted 
with  the  issues,  since  before  becoming 
commissioner  he  was  the  NFL's  primary 
outside  counsel.  Soon  after  he  took  of- 
fice, he  set  out  to  stop  the  fighting 
among  owners  that  has  been  a  major 
obstacle  to  a  labor  deal.  He  kicked  out 
Jack  Donlan,  the  league's  hard-line  labor 
negotiator,  and  gave  the  job  to  Hender- 
son, a  management  attorney  brought  in 


40  BUSINESS  WEEK/OCTOBER  7.  1991 


to  strike  a  more  conciliatory 

Tagliabue  also  wrested  away  thel 
thority  over  labor  contracts  froil 
group  of  teams  led  by  another  hanj 
er,  Tampa  Bay  Buccaneers  owner 
F.  Culverhouse.  In 
Tagliabue  created  a  se<| 
committee,  dominatedl 
less-confrontational 
ers,  to  help  him  solve! 
labor  problem.  It  firf 
has  hammered  out  a 
tion.  "There  is  a  conseil 
on  the  owner's  side," 
Bill  Polian,  the  Bufl 
Bills'  general  manager | 
a  member  of  the  new 
mittee.  "The  NFL  is  rd 
to  move  on  free  agencj 
salary  cap.  The  ov 
could  find  that  agre^ 
with  players  is  even 
^  elusive  than  agreeing 
each  other.  Hendeil 
says  he  will  oij 
players  free  age 
after  six  or  se 
years  in 
~  game.  This 
cession,  sj 
lar  to  hi 
ball's  basic  agreement,  has  been 
of  Upshaw's  key  aims.  It  would  air 
certainly  push  up  salaries,  which 
average  about  $430,000  a  year  (cht 
The  biggest  winners:  battle-tested 
formers  such  as  Green  Bay  Pack 
quarterback  Don  Majkowsku  who,  ai 
ciation  officials  argue,  could  greatly  I 
prove  his  $1.7  million-a-year  salar 
teams  had  to  bid  competitively  for  | 
skills. 

In  return,  Henderson  wants  sev(j 
concessions,  including  a  cap  on 
salaries  at  a  fixed  percentage  of  leajji 
revenues,  a  la  the  National  Basket! 
Assn.  But  Upshaw  is  likely  to  seek  a  ; 
higher  than  the  owners  want, 
you  look  at  the  ideas  thej 
thrown  out  so  far,  it's  just  chal 
ing  one  bad  system  for  anothdL 
says  Doug  Allen,  Upshaw's  elk 
assistant. 

Eventually,  the  owners  nflj 
have  to  give  ground.  "TagliaM 
has  bought  the  NFL  a  remarkajl 
amount  of  time,  allowing  it  to  hi 
down  salaries  much  longer  urn 
basketball  or  baseball,"  says  Gm 
R.  Roberts,  who  helped  Tagliatfe 
defend  the  NFL  before  joining  'f 
lane  University  as  a  law  professffl 
"But  I  think  he  knows  deep  doB 
that  the  dam  will  crack."  Wherrfl 
does,  the  results  may  be  unavdj 
able:  bigger  salaries  for  playfl 
and  skimpier  profits  for  owners! 
By  Aaron  Bernstein  in  New  Ym 


SHARP 
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Unbelievab] 
Mn  Color.  J 

Sharp  Introduces  The  World's  ft 
First  Desktop  Full-Color  Fax.  jfj 


The  new  Sharp  Color  Fax  is  more 
nan  unbelievable.  It's  revolutionary. 

Not  only  does  it  send  and  receive 
)hotographs,  designs,  illustrations  and 
itoryboards  in  less  than  four  minutes 
i  page.  Every  color  image  it  produces  is 
io  extraordinary,  you  may  not  be  able 

0  tell  a  fax  from  an  original.  The  color 
s  true-to-life.  The  output  is  authentic 
)hotographic  quality. 

Which  really  means  that  if  you're 

1  manufacturer,  ad  agency,  architect,  de- 
signer, engineer,  or  anyone  who  works 
vith  color  images,  Sharp's  new  FO-9000 

■  Jolor  Fax  can  have  a  major  impact  on 

he  way  you  do  business. 

But  don't  take  our  word  for  it. 
;  M 1-800-BE-SHARP,  and  we'll  get  you 

i  sample  of  an  actual  color  fax.  We're 
!  ure  it  will  make  a  believer  out  of  you. 


Call  1-800-BE-SHARP 


Actual  Sharp  Color  Fax 
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ftNKING  SYSTEMS  •  CALCULATORS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS  &  TYPEWRITERS  •  ELECTRONffiEJBGAHt 
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MORE  DOWNSIZING 
AT  THE  POST  OFFICE 


►  The  U.S.  Postal  Service  is 
about  to  undergo  some  big- 
league  belt-tightening.  Post- 
master General  Anthony 
Frank  plans  to  announce 
shortly  that  he  wants  the 
Postal  Service's  700,000- 
strong  work  force  to  shrink 
by  47,000  by  1995. 

The  cuts,  which  will  save  an 
estimated  $4.5  billion  annual- 
ly, come  on  top  of  the  loss  of 
37,000  slots  since  1989.  Frank 
expects  that  attrition  will  ac- 
count for  most  of  the  job 
losses.  But,  he  says,  layoffs 
may  be  necessary  if  mail  vol- 
ume doesn't  pick  up.  It  shows 
no  signs  of  doing  so. 

The  postal  unions  say  they 
can  accept  cuts  through  attri- 
tion, but  pink  slips  are  anoth- 
er matter.  If  workers  lose 
their  jobs,  the  Postal  Service 
"will  have  an  awfully  bloody 
fight  on  their  hands,"  warns 
Vincent  Sombrotto,  president 
of  the  National  Association  of 
Letter  Carriers. 


WHILE  DEC  STRUGGLES, 
EXECUTIVES  SPLIT 


►  These  are  hard  times  at 
Digital  Equipment,  where 
falling  profits  and  layoffs  are 
incessant.  Now,  its  executives 
are  jumping  ship.  In  recent 
weeks,  five  of  37  corporate 
vice-presidents  have  left  amid 
signs  that  the  company's  re- 
structuring is  demoralizing  its 
executives.  DEC  says  the  de- 
partures do  not  represent 
problems  in  the  ranks.  But 
the  profit  picture  remains  dis- 
couraging. Analysts  predict 
earnings  for  the  quarter  end- 
ing Sept.  30  could  sink  as  low 
as  $18  million  from  $26  million 
a  year  earlier. 


RUSSIAN  BANKS  ENTER 
THE  COMPUTER  AGE 


►  The  Russian  Republic  is 
gearing  up  to  push  its  back- 
ward banking  system  into  the 
20th  century.  On  Sept.  24,  the 


Russian  government  signed  a 
preliminary  agreement  with 
American  Telephone  &  Tele- 
graph's NCR  unit  to  computer- 
ize the  Russian  banking  sys- 
tem. The  contract  is  worth  up 
to  $1.5  billion.  The  deal  would 
involve  installing  computers, 
automatic  teller  machines, 
and  communications  equip- 
ment in  up  to  40,000  Russian 
savings  banks  over  the  next 
five  years. 

In  a  separate  development, 
Russian  executives  who  travel 
abroad  will  soon  be  able  to 
have  their  own  Visa  cards — 
legally — for  the  first  time. 
CredoBank,  one  of  the  repub- 
lic's 3,000  fledgling  commer- 
cial banks,  will  start  issuing 
Visa  debit  cards  to  customers 
with  hard-currency  accounts 
at  the  bank. 


IT'S  OFF,  IT'S  ON: 
ECKERD'S  REVCO  BID 


►  A  month  ago,  Revco  CEO 
Boake  Sells  told  employees 
that  a  possible  bid  for  the 
bankrupt  company  by  Flori- 
da's Jack  Eckerd,  a  rival 
drugstore  chain,  was  "a  non- 
event."  Revco's  Chapter  11  re- 
organization would  go  for- 
ward without  Eckerd's  help. 

Some  nonevent.  On  Sept. 
23,  Eckerd  put  a  dollar  figure 
on  the  deal.  Teaming  up  with 
one  of  Revco's  five  creditor 
groups,  Eckerd  filed  a  plan  in 
U.  S.  Bankruptcy  Court  in 
Ohio  offering  $970  million  in 
bonds  for  Revco.  Eckerd's  is 
the  third  plan  of  reorganiza- 


GO  AHEAD,  PET  THAT  BELLY— IT  WON'T  BITE 


The  week  of  Sept.  16  was  a  spe- 
cial one  at  the  Chicago  Mercan- 
tile Exchange.  The  Merc  held  a 
sort  of  festival  of  pigs  to  mark 
30  years  of  trading  in  pork  bel- 
lies. For  the  occasion,  two  true 
bellies  were  wheeled  out  for  dis- 
play at  the  Merc,  giving  some 
traders  their  first  glimpse  of 
what  they  were  buying  and  sell- 
ing: 12-to-14-pound  slabs  of  fro- 
zen, uncured  bacon. 

As  at  a  petting  zoo,  traders  were  encouraged  to  touch  j 
frigid  porcine  parts  (napkins  were  thoughtfully  provided  nj 
by).  "They  were  beautiful-looking  bellies,"  marvels  one  trad 

Belly  traders  still  must  defend  their  dignity  against  cyi 
who  think  it's  funny  that  grown-ups  spend  their  lives  bm 
swapping.  "There  must  be  some  mystery  about  the  nan 
remarks  Harvey  Paffenroth,  a  20-year  veteran  of  the  belly 
"You  can  say,  'I've  traded  gold,  I've  traded  soybeans.' 
pork  bellies — there's  a  real  mystique  to  it." 


tion  filed  for  Revco.  The  com- 
pany filed  its  own  plan  in 
June,  and  four  creditors 
joined  in  submitting  a  rival 
plan  on  Sept.  9. 


WERE  TWO  TROPICANA 
EXECS  SQUEEZED  OUT? 


►  Tropicana  Products  Presi- 
dent Robert  Soran,  who  took 
the  company  to  the  No.  1  spot 
in  orange  juice  sales,  has  left 
the  company.  Seagram,  which 
bought  Tropicana  in  1988  for 
$1.2  billion,  said  it  "accepted 
the  resignations"  of  Soran 
and  George  Zulanas,  execu- 
tive vice-president  for  finance 
and  procurement. 
Sources  close  to  the  compa- 


ny  say  the  two  appear  to  h 
been  pushed  out,  but  the 
sons  are  unclear.  Several 
ecutives  noted  that  Tropic; 
management  grossly  undei 
timated  the  size  of  the 
tion's  orange  crop,  as  did 
er  processors.  Wor 
suggests  a  source  close  to 
company,  Soran  and  Zulai 
were  slow  to  tell  the  head 
fice  of  looming  problem 
Soran  couldn't  be  reached  I 
comment,  and  Zulanas  k> 
clined  comment.  William  b- 
tersen,  president  of  St- 
gram's  beverage  group,  m 
take  over  as  Tropicana's  if- 
ing  president. 


NOW,  BELL  ATLANTIC 
IS  A  CELLULAR  PLAYER 


"JENNINGS  JUST  HASN'T  UOHS  HEART  1H  (T9NCE  ME  GCT  BACKB33M  VACATION .  K*5  N£ 


►  Catching  up  with  its  fell! 
Baby  Bells  in  the  acquisitl 
of  fast-growing  cellular  phcje1 
properties,  Bell  Atlantic  n 
Sept.  24  agreed  to  snap 
Metro  Mobile  CTS  for  $1.65 
lion  in  stock  and  the  assun 
tion  of  $800  million  of  Me 
Mobile's  debt.  For  now,  E 
Atlantic   becomes   the  fif 
largest  cellular  operator 
terms  of  potential  subsci 
ers,  with  33.6  million.  It  ga 
strength  in  the  Northeast  c 
lular  market  and  gets  ace 
to  parts  of  the  South  a 
Southwest. 
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Van  K  am  pen  Merritt" 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too.)  Bottom  line:  you  have 
more  money  to  spend  or  save. 

The  IM-IT  Trust  is  also  insured*  for  the 


prompt  payment  of  interest  and  principal  and  has 
a  regular  payment  schedule  for  easy  budgeting. 

Ask  your  investment  representative  for  a 
prospectus  containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  call 
1-800-DIAL  VKM  ext.  1106. 


Van  Kampen  Merritt 

A  XER<  )X  Finam  iatServives  Company 

Inv(  -sting  -with  a  sense  of  direction* 


"The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus,  no  representation  is  made  as  to  the  insurer's  ability  to 
meet  its  commitments  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  not 
remove  market  risk.  The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions  Therefore,  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value  ®  denotes  a  registered  trademark  of  Van  Kampen 
Merritt  Inc. 
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AFTER  20  YEARS,  WE'VE  MADE  OUR 
MARK  ON  THE  U.S. 

In  1971,  Credit  Lyonnais  opened  its  doors  in  New  York.  In  the  years  since, 
we've  demonstrated  our  long-term  commitment  to  the  U.S.— opening 
offices  nationwide,  expanding  our  base  of  solid  client  relationships, 
responding  with  creative  answers  to  changing  corporate  needs.  And  in 
1991  we'll  mark  our  20th  anniversary  by  moving  to  our  new  U.S. 
headquarters  in  New  York.  We're  not  just  marking  time. 

«2* 
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CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 
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IfILL  BASHING  BUSINESS 

A  ajib  mm  m  m  m*   API!                 IV#>1  #|||l|#p|lll 

OOST  THE  DEMOCRATS'  CHANCES? 

f  there's  any  message  for  Corporate  America  coming  out 
of  the  Sept.  20-21  Democratic  National  Committee  meeting 
in  Los  Angeles,  it's  this:  Despite  their  talk  of  a  new  cen- 
t  course,  most  of  the  party's  Presidential  hopefuls  plan  to 
le  business  a  prime  target  in  the  1992  campaign, 
'he  catalyst  is  a  long  string  of  outrages  ranging  from  the 
onion  Brothers  scandal  to  the  furor  over  executive  pay  to 

endless  bailouts  of  banks  and  thrifts.  Many  Democrats 
lk  they  can  score  with  an  attack  linking  Reagan-Bush  cozi- 
s  with  business  to  the  financial  follies, 
n  Los  Angeles,  the  contenders  offered  a  preview  of  their 
lpaign  themes.  Former  California  Governor  Jerry  Brown 
lared  that  a  decade  of  GOP  rule  has  turned  government  into 
Stop  N  Shop  for  the  greedy"  and  lashed  out  at  "takeover 
ites  that  strip  the  assets  of  companies."  Iowa  Senator  Tom 
rkin,  an  unabashed  populist,  chimed  in  with  a  blast  at 
ose  at  the  top  who  get  what  they  can." 
'ven  Arkansas  Governor  Bill  Clinton,  who  has  urged  fellow 
nocrats  to  resist  Bush-bashing,  joined  in.  "George  Bush  is 
re  than  willing  to  tell  Israel  how  to  behave,"  he  thundered, 
hy  won't  he  tell  Wall  Street  how  to  behave?"  Clinton  railed 
linst  "CEOs  who  raise  their  pay  and  run  their  companies 
)  the  ground,"  only  to  "bail  out  with  a  golden  parachute  to 
Dzy  retirement."  Meanwhile,  Nebraska  Senator  Bob  Kerrey, 
accessful  entrepreneur  who  had  avoided  antibusiness  rheto- 

skipped  the  L.  A.  gathering.  But  on  the  stump,  he  attacks 

Administration  that  "listens  to  the  army  of  executives 
ose  private  jets  arrive  daily  at  National  Airport." 
'he  public  may  be  ready  for  a  little  lashing  of  business 
esses.  A  new  CNN-Gallup  poll  shows  that  voters,  by  a  2-1 
rgin,  tag  the  Republicans  as  the  party  of  "political  favorit- 
i  and  corruption."  Three-fourths  of  voters  say  the  GOP 
ors  the  wealthy  and  big  business.  "This  is  a  wedge  issue 

Democrats  to  win  back  working-class  Reagan  Democrats," 
s  Democratic  pollster  Celinda  Lake. 

OP  strategists  admit  that  the  Democrats  may  score  with  the 
ae,  but  they're  not  trembling.  "There's  definitely  a  negative 
itude  out  there  against  anything  big.  Big  Labor.  Big  Gov- 

ernment.  Big  Business,"  says  GOP  pollster  Ed  Goeas.  But  as 
long  as  voters  distrust  Democratic  management  of  the  econo- 
my, Republicans  don't  feel  vulnerable. 

Why  would  a  bunch  of  Democratic  unknowns  who  soon  will 
hit  up  executives  for  campaign  contributions  bite  the  hand 
they  hope  will  feed  them?  Largely  because  in  a  steep  uphill 
race  against  Bush,  they  feel  they  have  nothing  to  lose.  "They 
are  going  to  take  big  risks,"  says  party  strategist  Tad  Devine. 
Taking  pokes  at  business — by  itself — won't  win  the  election 
for  the  Democrats,  but  for  now  it  may  be  the  one  of  the  few 
economic  issues  they  can  exploit. 

By  Douglas  Harbrecht  in  Los  Angeles 

WHY  THE  NUMBER-CRUNCHERS 
ARE  WEARING  LONG  FACES 

■■■  conomists  in  and  out  of  Washington  have  long  bemoaned 
the  poor  quality  of  government  statistics.  Last  year,  the 
HBBush  Administration,  concerned  that  official  numbers 
were  painting  an  increasingly  distorted  picture  of  the  econo- 
my, promised  to  give  statistical  agencies  money  to  improve 
things.  But  the  effort  has  come  a  cropper. 

Faced  with  the  spending  caps  imposed  by  last  year's  budget 
agreement,  the  Senate  Appropriations  Committee  has  actually 
cut  money  for  some  statistical  programs.  The  House  was 
somewhat  more  generous,  but  statistical  agencies  will  be  hard- 
pressed  to  keep  funding  at  current  levels. 

Council  of  Economic  Advisers  Chairman  Michael  J.  Boskin 
won  early  support  for  his  plan  to  improve  government  data. 
But  Capitol  Hill  supporters  complain  that  he  has  done  little 
follow-up,  and  statistical  programs  have  lost  ground  to  more 
popular  spending.  Advocates  of  a  bigger  budget  for  statistics 
say  they'll  try  again  in  1992,  but  they'll  be  without  a  powerful 
champion.  Janet  L.  Norwood,  Commissioner  of  Labor  Statis- 
tics, is  leaving  after  12  years  to  join  the  Urban  Institute. 

By  Howard  Gleckman 

PITAL  WRAPUP  nmHMBHHi 

RADE 

the  lobbyists  off  the  committees  and 
declared  that  none  will  be  appointed 
from  now  on. 

PHONES 

^Phe  Sept.  17  collapse  of  AT&T's  long- 
1  distance  service  in  New  York  an- 
gered thousands  of  customers,  but 
none  more  important  than  Federal 
Communications  Commission  Chair- 
man Alfred  C.  Sikes.  Sikes  was  flying 
from  London  to  Washington  when  the 
phone  outage  disrupted  air  traffic  con- 
trol throughout  the  Northeast.  The 
irate  FCC  chief  spent  more  than  an 
hour  circling  the  airport.  Sikes  has  de- 
manded a  full  explanation  of  the  AT&T 
failure  by  Sept.  30. 

CANDIDATES 

n  orders  from  the  Justice  Dept.,  the 
.  S.  Trade  Representative  has  quietly 
eked  the  registered  agents  of  foreign 
impanies  and  countries  off  its  busi- 
es advisory  committees.  Last  April, 
ie  Center  for  Public  Integrity,  a 
atchdog  group,  circulated  a  report 
larging  that  the  USTR  panels  included 
lid  representatives  of  Japanese,  Bra- 
lian,  and  even  Iraqi  interests.  The 
'hite  House  asked  Justice  for  a  rul- 
g,  and  it  informed  the  USTR's  office 
iat  having  such  lobbyists  on  advisory 
•mmittees  was  illegal.  USTR  Carla  A. 
ills,  herself  a  former  representative 
'  South  Korea's  Daewoo  Corp.,  got 

It  took  a  while,  but  even  Democratic 
1  activists  have  tired  of  "waiting  for 
Mario" — Cuomo,  that  is.  New  York's 
governor  says  he  isn't  seeking  the 
White  House  in  1992  but  has  refused 
to  rule  out  a  run.  At  the  September 
meeting  of  Democratic  state  chiefs, 
New  York  Chairman  John  Marino  got 
a  frosty  reception  when  he  said  party 
leaders  should  give  reluctant  candi- 
dates until  Thanksgiving  to  declare. 
Even  national  party  Chairman  Ron 
Brown,  long  close  to  Cuomo,  is  losing 
patience.  "I  would  hope  the  field  would 
solidify  sooner  so  Democrats  know 
who  our  candidates  are,"  Brown  says. 

INGTON  OUTLOOK 
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This  Isnt  Tta  Rber 
Of  Telecommunications. 


This  Is. 


nceEngineet 
lir&FL 


Penny  Waters 
Installer/ Repairperson 
Las  Vegas,  NV 


As  a  leader  in  telecommunica- 
ions  and  the  use  of  fiber  optics, 
3entel  has  succeeded  by  not  only 
liscovering  the  power  of  tech- 
lology,  but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 


nternational  Business 


ISRAELI 


I 


BEHIND  THE  HEADLINES, 
A  VERY  SICK  ECONOMY 


Economists  worry  that  more  loans  will  only  discourage  reform  of  Israel's  state-controlled  system 


HOMELESS  IN  BAT  YAM:  ARRIVING  IMMIGRANTS  SHUN  THE  GOVERNMENT'S  VAST  HOUSING  PROJECTS,  WHICH  ARE  LOCATED  FAR  FROM  ANY  JOBS 


Sukkoth,  the  week-long  harvest  fes- 
tival that  ends  on  Sept.  30,  is  sup- 
posed to  be  a  time  of  celebration 
for  Jewish  people  everywhere.  Yitzhak 
Shamir,  the  wily  and  combative  Prime 
Minister  of  Israel,  is  celebrating  the  holi- 
day at  his  heavily  guarded  residence  in  a 
leafy  Jerusalem  neighborhood.  "But  I 
can  tell  you,"  says  one  of  Shamir's  clos- 
est collaborators,  "he's  not  doing  a  lot  of 
rejoicing  this  year." 

To  Shamir's  chagrin,  his  request  in 
early  September  for  $10  billion  in  loan 
guarantees  to  help  the  Jewish  state  ab- 
sorb up  to  1  million  Soviet  immigrants 
met  with  a  stiff  and  angry  rejection 
from  President  George  Bush.  Faced 
with  the  delicate  diplomatic  task  of  put- 
ting together  a  Middle  East  peace  con- 
ference this  fall,  the  White  House  wants 
Shamir  to  delay  the  request  for  four 


months  so  as  not  to  alienate  the  Arabs. 
And  Bush  is  throwing  down  the  gauntlet 
to  Jerusalem:  Stop  the  frenetic  pace  of 
Jewish  settlement-building  in  the  occu- 
pied West  Bank,  Gaza  Strip,  and  Golan 
Heights  or  risk  not  obtaining  the  guar- 
antees at  all. 

ballooning  deficits.  Along  with  the 
settlement  question,  the  spat  is  putting 
a  spotlight  on  another  delicate  issue:  Is- 
rael's government-  and  trade-union-domi- 
nated economy.  American  and  Israeli 
economists  are  worried  that  massive  in- 
fusions of  cash,  like  the  loans,  will  in- 
crease Israel's  dependence  on  handouts 
and  make  it  even  less  likely  to  push 
needed  economic  reforms.  "We're  not 
talking  about  a  productive  private  sector 
getting  more  access  to  capital,"  says  Al- 
vin  Rabushka,  a  specialist  on  the  Israeli 
economy  at  Stanford  University's  Hoo- 


ver Institution.  "We're  talking  about 
public  sector  that  is  already  bloat( 
inefficient,  and  wasteful  getting  mo 
resources,  leading  to  more  bloat  and 
efficiency." 

For  reasons  dating  back  to 
founders'  socialist  ideals,  the  Isra 
economy  is  one  of  the  most  tightly  reg 
lated  in  the  world.  Executives  compla 
of  tough  foreign  exchange  contro 
lengthy  licensing  procedures,  and  oth 
red  tape.  Personal  and  corporate  incor 
taxes  are  prohibitively  high. 

Together,  the  government  and  the  ii 
mensely  powerful  national  labor  orga 
zation  Hiscadrut  control  over  200  ent( 
prises  that  employ  about  45%  of  t 
work  force.  They  make  everything  fro 
margarine  to  executive  jets.  A  private 
tion  program  that  was  launched  wi 
much  fanfare  in  1988  has  fizzled  so  fs 
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ly  a  half-dozen  com- 
lies  have  been  par- 
ly or  fully  privatized, 
nging  the  govern- 
nt  $250  million, 
n  the  mid-1980s,  Is- 
>1  did  manage  to 
sh  its  triple-digit  in- 
cion  and  trim  its  bal- 
ning  budget  deficits, 
6  there  are  signs 
igs  may  be  getting 
.  of  hand  again.  In- 
tion,  spurred  by 
ivy  demand  for  hous- 
,  is  back  up  to  22%. 
iditional  exports  of 
ctronics  and  dia- 
nds  to  sputtering 
nomies  in  the  U.  S. 
1  West  Europe  are 
kluster.  The  arms  industry,  a  major 
ployer  that  racked  up  $1.6  billion  in 
tort  sales  last  year,  looks  endangered 
the  world  turns  more  peaceful, 
lie  Israeli  economy,  which  saw  5% 
iwth  in  1990,  still  isn't  expanding  fast 
mgh  to  absorb  the  roughly  10,000  So- 
t  Jews  arriving  each  month.  Unem- 
yment  is  already  11%.  "If  Israel  can't 
ible  the  size  of  its  economy  in  the 
it  five  years,  it  just  won't  be  able  to 
>e  with  the  new  immigrants,"  warns 
:tor  Medina,  CEO  of  Israel  Chemicals 
«  a  major  employer, 
sraeli  private  companies  that  might 
lerate  new  jobs  are  being  starved  for 
estment  capital  by  the  government's 
lsing  programs.  Paradoxically,  these 
it  projects  are  creating  thousands  of 
irtments  now  standing  empty.  They 
!  in  locations,  such  as  the  Negev  Des- 
and  the  Galilee,  where  the  immi- 
ints  don't  want  to  live  because  they 
1  far  from  jobs. 

iiNOUS  signs.  The  new  arrivals  are 
ding  life  in  Israel  almost  as  tough  as 
:k  home.  Jan  Shubert,  a  process  engi- 
;r  from  Moscow  who  arrived  in  Israel 
March,  1990,  managed  to  get  a  job 
hin  six  months  at  a  semiconductor 
nufacturer  in  Jerusalem.  But  of  some 
30  Soviet  Jews  who  applied  for  jobs  at 

company  over  the  past  two  years, 
y  30  have  been  taken  on.  Shubert's 
'e,  a  skilled  electronics  engineer,  still 
mot  find  work — nor  have  many  of 
ir  Russian  friends.  Says  Shubert: 
nri  definitely  one  of  the  lucky  ones." 
lie  economic  shortcomings  have 
iken  some  senior  Israeli  officials 
ake.  In  early  September,  Shamir  and 

Cabinet  ushered  in  Gramm-Rudman 
t-type  rules  that  aim  to  squeeze  the 
intry's  widening  budget  deficit.  In  the 
it  few  weeks,  insiders  say,  the  gov- 
iment  will  announce  relaxations  of 
eign  exchange  controls,  which  con- 
ict  outside  investment  in  the  country. 
Recently,  the  government  streamlined 


sell-off  procedures  for  state-owned  busi- 
nesses so  that  candidates  are  no  longer 
held  up  in  the  Cabinet  and  parliamentary 
committees  for  months  and  years.  The 
government  plans  to  float  25%  of  Israel 
Chemicals  on  the  Tel  Aviv  Stock  Ex- 
change in  November.  Norway's  Norsk 
Hydro  is  negotiating  to  take  another 
15%  stake.  The  government  is  also  talk- 
ing to  several  U.  S.  Baby  Bells  about 
selling  a  piece  of  Bezeq,  Israel's  tele- 
phone company.  Next  year,  says  Joseph 
Nitzani,  the  energetic  new  head  of  Isra- 
el's privatization  program,  the  govern- 
ment should  take  in  $800  million  from 


ISRAEL'S  VITAL  STATISTICS 


the  sale  of  state-owned  companies.  "No 
serious  effort  had  really  been  made  be- 
fore to  privatize,"  he  says.  "Now,  we're 
getting  into  high  gear." 

The  government  is  also  finally  start- 
ing to  get  out  of  the  largely  state-owned 
banking  industry.  Israel  Discount  Bank 
Ltd.,  the  country's  third  largest,  was 
sold  in  early  September  to  the  bank's 
original  founding  family  for  $230  million. 
And  the  sale  of  the  fourth-largest 
bank — United  Mizrahi  Bank  Ltd. — is 
planned  by  yearend. 

Israel's  business  community  welcomes 
the  apparent  change  in  attitude.  "There 


is  a  new  mood,"  says . 
Dov  Frohman,  manag- 
ing director  of  Intel  Is- 
rael Ltd.,  one  of  the 
country's  leading  high- 
tech exporters.  Some 
Japanese  companies, 
which  have  shunned  Is- 
rael for  fear  of  losing 
access  to  rich  Arab 
markets,  are  showing 
new  interest.  Toyota 
Motor  Corp.,  for  in- 
stance, will  start  direct 
sales  in  November,  and 
Nissan  Motor  Co.  has 
appointed  a  dealer. 
reform  link.  But  oth- 
ers are  skeptical  that 
Israel  is  ready  to 
change.  Mendel  Kaplan, 
chairman  of  the  board  of  the  key  reset- 
tlement organization,  the  Jewish  Agency 
for  Israel,  says  Israeli  governments  are 
averse  to  privatization  "no  matter  what 
they  say,"  because  the  public  sector 
"gives  them  so  much  patronage."  State- 
owned  companies  are  filled  with  political 
appointees,  from  vote-swinging  rabbis  to 
retired  generals.  And  even  if  Nitzani 
plows  ahead  with  asset  sales,  the  gov- 
ernment will  still  be  pouring  billions 
of  dollars  of  subsidies  into  the  public 
sector. 

Some  Americans,  including  Senator 
Patrick  J.  Leahy  (D-Vt),  are  urging  that 
Washington  link  economic  reform  to  the 
loan  guarantees.  After  all,  there  seems 
to  be  no  end  to  U.  S.  aid  to  Israel,  which 
now  gets  at  least  $4  billion  a  year — fat- 
more  than  any  other  recipient.  "We 
should  come  up  with  a  comprehensive 
economic-reform  program  that  would 
have  as  one  of  its  goals  the  phasing  out 
of  economic  aid"  after  the  immigrants 
are  absorbed,  says  American  Enterprise 
Institute  Senior  Fellow  Herbert  Stein. 
Stein,  chairman  of  the  Council  of  Eco- 
nomic Advisers  under  Richard  M.  Nixon, 
played  a  key  role  in  prodding  Israel  to- 
ward reform  in  the  mid-1980s. 

But  Washington  insiders  doubt  the 
U.  S.  will  press  Jerusalem  on  reform. 
One  State  Dept.  specialist  predicts  that 
in  the  horse  trading  to  get  Shamir  to  a 
peace  conference,  economics  could  get 
lost. 

At  this  point,  Israel  seems  likely  to 
get  the  loan  guarantees  after  a  delay 
and  a  compromise  on  settlements.  That's 
good  news  for  such  Wall  Street  firms  as 
Kidder  Peabody,  Bear  Stearns,  and  Salo- 
mon Brothers,  which  have  earned  good 
fees  floating  U.  S.-backed  Israeli  debt  in 
the  past.  The  Israelis,  too,  would  profit 
if  they  would  use  this  occasion  to  com- 
mit themselves  to  reform. 

By  John  Rossant,  with  Neal  Sandler,  in 
Jerusalem,  Stanley  Reed  in  New  York,  and 
Bill  Javetski  in  Washington 
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'At  Credit  Suisse,  Switzerland's  third 
largest  bank,  we  enjoy  a  worldwide 
reputation  for  service  and  reliability. 
The  blackout  on  Wall  Street?  It  could 
have  been  a  disaster  for  us.  We  would 
have  lost  billions  in  transactions. 
Could  have  incurred  thousands  in 
penalties.  But  the  day  our  computer 
system  went  down,  we  didn't. 

"We'd  contracted  with  Digital's 
Recovery  Services. 

"From  a  dedicated  backup  site, 
Digital  was  able  to  protect  all  our 
critical  applications.  Within  minutes, 
they  were  helping  us  to  run  our 
business  as  usual. 

"The  Digital  team  quic  kly 
established  critical  links  to  the 
Federal  Reserve,  to  the  New  York 
Clearinghouse,  to  our  home  office 
in  Zurich,  and  to  our  California  and 
Florida  operations.  Afterwards,  they 
gave  us  all  the  support  we  needed. 
Working  with  us  24  hours  a  day,  for 
over  a  week. 

"In  every  sense  of  the  word,  Digital 
kept  Credit  Suisse  open  lor  business. 
At  a  rime  when  we  could  have  been 
left  in  the  dark." 

Now,  Digital  can  open  your 
company  to  possibilities  you  never 
thought  possible.  With  support  and 
services  that  set  entirely  new  stan- 
dards for  flexibility  and  responsive- 
ness. And  with  our  unique  Network 
Application  Support  (NAS)  that 
integrates  all  your  applications  and 
systems  far  easier  and  less  expen- 
sively than  ever.  To  keep  you  in 
control  of  your  business.  Even  under 
the  most  unlikely  circumstances. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129 
Parker  Street,  K29,  Maynard, 
MA  01754-2198.  Or  call  your 
local  Digital  sales 
representative. 
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CHINA  I 


COULD  CHINA  BECOME 
A  LEAST-FAVORED  NATION? 


Charges  of  massive  trade  fraud  may  make  Congress  even  madder 


As  the  debate  heats  up  in  Wash- 
ington over  whether  to  renew 
China's  special  trade  status,  the 
U.  S.  Customs  Service  is  on  the  verge  of 
dealing  Beijing  a  huge  economic  and  po- 
litical blow.  BUSINESS  week  has  learned 
that  Customs  is  engaged  in  a  sweeping 
investigation — one  of  its  largest  ever — 
involving  two  dozen  Chinese  companies 


fraud  are  particularly  explosive.  China's 
growing  trade  surplus  with  the  U.  S.  is 
likely  to  hit  more  than  $9  billion  this 
year,  second  only  to  Japan.  In  July,  the 
surplus  widened  to  $1.28  billion,  up  from 
$1.02  billion  a  month  earlier. 

Bolstered  by  President  Bush's  contin- 
ued backing  of  the  coveted  most-fa- 
vored-nation trade  status,  Chinese  offi- 


trading  with  the  U.  S.  According  to  Cus- 
toms, the  U.  S  Attorney's  Office  in  New 
York  is  preparing  as  many  as  100  indict- 
ments of  Chinese  companies  over  the 
next  three  months  on  charges  of  fraud 
and  money  laundering. 

In  a  sprawling  operation,  some  300 
customs  agents,  trade  specialists,  and 
others  are  poring  through  the  import 
records  of  Chinese  companies  at  New 
York's  Customs  House.  Meanwhile,  the 
U.  S.  Attorney's  office  in  New  York  has 
assembled  a  team  of  lawyers  to  work  on 
the  case.  According  to  one  Customs  offi- 
cial, the  abuse  is  straightforward:  China 
has  shortchanged  the  U.  S.  treasury  out 
of  several  hundred  million  dollars  over 
the  last  three  to  four  years. 
fallout.  The  findings  could  not  come  at 
a  worse  time  for  the  Chinese.  A  disgrun- 
tled U.  S.  Congress  is  stepping  up  the 
heat  on  China  for  a  variety  of  abuses, 
ranging  from  missile  sales  to  Pakistan 
and  Syria  to  exports  of  millions  of  dol- 
lars of  goods  made  in  prisons  (BW — 
Apr.  22).  These  new  charges  of  trade 


cials  have  shrugged  off  allegations  of 
wrongdoing.  The  fallout  could  prompt 
Congress  to  undermine  Bush's  policy.  If 
nothing  else,  the  new  revelations  will 
make  it  much  harder  for  China  to  get 
special  status  in  1992,  an  election  year. 

Customs  officials  began  the  investiga- 
tion two  years  ago,  after  receiving  com- 
plaints that  China  was  not  properly  re- 
porting the  value  of  goods  exported  to 
the  U.  S.  Then  in  early  September,  they 
took  their  findings  to  a  New  York  feder- 
al judge  and  the  U.  S.  Attorney's  office. 
The  judge  granted  Customs'  request  for 
search  warrants.  On  Sept.  6,  the  service 
raided  23  import  and  marketing  busi- 


According  to  one  Customs 

official,  China  has 
shortchanged  the  Treasury- 
out  of  hundreds  of  millions 


nesses,  most  of  them  in  New  York.  C£ 
toms  officials  charge  that  the  trail  less 
back  to  China,  to  such  big  governmut 
export  companies  as  China  National  T:- 
tiles  Import  &  Export  Corp.  "The  [Cp 
nese]  government's  involved  in  thii 
says  one  official.  "This  goes  right  upo 
the  top."  business  week  was  unablep 
reach  China  National  for  comment. 
NO  FILES.  Customs'  investigation  cento 
on  charges  that  the  Chinese  are  defray 
ing  the  U.  S.  government  by  under^ 
porting  the  value  of  goods  shipped! 
the  U.  S.  Some  Chinese  companies  st 
also  failing  to  report  revenues  they  r4 
tinely  receive  by  selling  each  other  i- 
used  export  quotas  for  the  U.  S.  mark. 
Those  quota  fees  should  be  reported  j 
Customs  as  company  income,  which  i 
subject  to  duties.  The  products  involvS 
include  everything  from  gray  cloth  ) 
finished  fabric  ai 
clothing.  Beijing  clam 
it  does  riot  sell  5 
quotas. 

But  the  documers 
confiscated  by  Custois 
agents  tell  another  s? 
ry.  When  officials  i 
viewed  the  contracts  If 
tween  Chinese  comja 
nies  and  their  U. . 
buyers,  they  showed  «* 
tries  for  quota  sab 
that  were  never  fill 
with  Customs.  The  CI 
nese   are  launderhf 
their  unreported  prof? 
by  putting  them  ir» 
U.  S.  and  offshore  ba? 
accounts  and  real  <• 
tate,  officials  say. 
Some  companies  say  the  U.  S.  probe; 
off  the  mark.  The  New  York  law  fin 
Coudert  Brothers  is  representing  five  6 
the  most  prominent  Chinese  companie. 
"There  is  no  evidence  of  wrongdoing' 
says  James  B.  Sitrick,  the  chairman  I 
Coudert's  executive  committee.  "Indil 
ments  are  not  convictions."  Other  CI 
nese  companies  claim  they  were  error- 
ously  swept  up  in  the  raid.  Replies . 
Customs  investigator:  "I'm  sure  they 
all  like  to  think  it's  a  mistake." 

Customs  has  not  ruled  out  raiding  ot- 
er  Chinese  subsidiaries  if  the  paper  tr;. 
leads  in  that  direction.  While  there  is  ii| 
direct  link  between  the  companies  und 
investigation  and  those  exporting  prise 
made  goods,  Customs  is  also  looking  f 
possible  connections.  One  thing  is  ce 
tain:  Customs  authorities  are  gunnii 
for  the  Chinese  textile  industry,  t!  \ 
country's  second-largest  export  earn* 
This  time,  they  might  hit  a  bull's-eye.  j 
By  Amy  Borrus,  with  Christina  L  \ 
Valle,  in  Washington,  Dinah  Lee  in  Ho: 
Kong,  and  Joyce  Barnathan  in  New  Yor'  \ 
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When  Kansas  Power  and 


Light  wanted  to  make  sure 


the  Great  Plains  stayed  great, 


who  did  they  turn  to: 


For  years,  Kansas  Power  and  Light  Company  has 
relied  on  ABB  to  supply  systems  that  significantly 
reduce  emissions  linked  to  acid  rain  and  virtually  eliminate  airborne  ash. 

The  fact  is,  all  across  America  ABB  is  building 
power  generation  systems  that  safeguard  our 
environment.  Regional  power  producers  like  Montana-Dakota  Utilities, 

Orlando  Utilities  Commission  and  the 
City  Public  Service  Board  of  San  Antonio 
all  use  advanced  emission-control 
systems  from  ABB.  From  systems  that  remove  particulate 
^    matter  to  cleaner  burning  boilers,  ABB  engineers  a  full  line  of 
power  generation  products  to  meet  every  requirement  of  the 
new  Clean  Air  Act  Amendments.  America's  future  is  linked  to  producing 
more  power  and  to  safeguarding  our  environment.  At  ABB,  we  are  working 
equally  hard  toward  both  of  these  goals. 


Asea  Brown  Boven  Inc. 
900  Long  Ridge  Rd 

P.  Q  Box  9308  mm  HiKfc. 

Stamford,  CT  06904  |1        ■  |  ■ 

203-329-3771  jSEli 

•  Power  Generation  •  Power  Transmission  &  Distribution  •  Mass  Transportation  K      »  wmwP'  WMWF 

•  Environmental  Control  •  Industrial  Process  Optimization  •  Financial  Services  ASEA  BROWN  BOVERI 


The  new  OL830 had  to 
be  smarter  than 

the  LaserJet  HI  to  earn 
the  Okidata  OK! 


■ 


MM 


Smart 

Smart  price: $1999^* 

Gives  you  the  best  font  scaling  and 
graphic  output  from  over  5000  different 
software  applications. 
Offers  17  scalable  plus  26  bitmapped 
fonts,  standard. 

2  megabytes  of  memory  for  full-page 
graphics. 

Optional  second  paper  tray  for  second 
sheets,  alternate  letterhead. 
5-year  printhead  warranty.  (Plus  1  year 
parts/labor  on  entire  printer.) 


Not  So  Smart 

Not-so-smart  price :$2395fiQ* 

Only  supports  font  scaling  and  graphic 
from  a  few  hundred  software  applicant 
without  expensive  brain  surgery. 
The  best  it  can  manage  without  costly  adc 
ons  is  8  scalable  and  14  bitmapped  fonts. 
1  meg  is  all  you  get,  standard.  Cant  evei 
remember  one  full  page  of  graphics. 
No  place  to  add  a  second  tray.  You're 
stuck  with  only  one  kin  d  of  paper  at  a  timi 
Standard  1-year  warranty.  Not  so  sman 


If  you  think  buying  the  smartest  8 
page-per-minute  business  printer  is  a 
smart  business  move,  we  think  you'll 
agree  Okidata's  new  OL830  is  a  stroke  of 
pure  genius. 

It  Takes  Brains 
To  Make  A  Smart  Printer. 

Okidata's  newest  printer  takes  just 
about  every  important  feature  of  the 
LaserJet  III  and  adds  an  10  boost  all  its 
own.  The  OL830  offers  more  typefaces 
and  fonts  for  better-looking  documents, 
and  more  standard  memory  for  full-page 
graphics.  An  optional  second  paper  tray 
fits  underneath  to  switch  between  letter- 
head and  second  sheet,  or  plain  paper  and 
envelopes,  without  reloading.  And  the 
OL830's  5 -year  printhead  warranty  is  the 
longest  in  the  industry7.  All  for  a  suggested 
retail  price  that's  hundreds  of  dollars  less 
than  the  LaserJet  III. 

So  Smart,  It  Already 
Knows  Your  Software. 

To  give  our  smart  printer  even  more 
smarts,  we  include  Printer  Control  PaneF 
autoswitching  software  from  LaserTools®- 
a  $149  value.  By  switching  automatically 
between  both  major  printer  emulations 
(Adobe's®  PostScript®^  HP®  LaserJet), 
the  OL830  will  deliver  superb  output  and 


dazzling  graphics  with 
WordPerfect,®  Lotus® 
1-2-3,®  Harvard 
Graphics,®  or  just 
about  any  software 
package,  present  or  fu- 
ture, DOS  or  Windows 
Since  it's  also 
fully  Novell®  net-  Kj 
work-compati-  j 
ble,  users  on  a 
LAN  can  send 
output  from  dif- 
ferent applications  at 
any  time  without  printer 
headaches. 

Our  Smartest  Feature: 
The  Okidata  OK! 

Most  important,  the  OL830  comes 
with  the  Okidata  OK!-our  personal 
pledge  that  your  new  Okidata  printer  will 
provide  not  just  adequate  performance, 
but  exceptional  perfor- 
mance-not  merely 
good  value,  but  out- 
standing value. 

For  additional  in- 
formation, or  the  name 
of  an  Okidata  dealer  in 
vour  area,  please  call  us 
at  1  (800)  OKI-DATA. 


okidata:  OK! 

We  don't  just  design  it  to  work.  We  design  it  to  work  wonders; 

•Manufacturer's  suggested  reuil  price.  Dealer  pnto  ma\  sary  HP  and  LaserJet  are  Reg .  TAI.'sof  Hewlett  Packard  Inc.  Adobe  andPostScnpt  are  Reg-  TAI.'sof  Adobe  Ss  stems  Inc.  Pnnter  Control  Panel  is  a  TAI  and  LaserTools  is  a  Reg.  TAI 
of  LaseiTook  Corp.  WordPerfect  is  a  Reg.  TAI  of  WordPerfect  Corp.  Lotus  and  !-*-.>  arc  Reg.  TAI.'sof  Lotus  Deselnpmeni  Corp  HarurdCraphics  is  j  Re*.  TAI.  of  Software  Publishing  (ajrp.  Windows  is  a  TAI.  of  Microsoft  Corp  Okidata  is 
a  Reg.  TAI  and  Okidata  Ok'  is  a  TAI  of  OKI  Electric  Industn  Co.  LTD.  "We  don't  just  design  it  10  work.  We  design  it  to  work  wonders "  is  a  TAI.  of  OKI  Xmenca  Inc. 
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EDITED  BY  JOHN  PEARW 


AS  ARGENTINA  STRIDES  AHEAD, 
WILL  ITS  NEIGHBORS  FOLLOW? 


A year  ago,  the  idea  of  Argentina  as  a  success  story 
was  laughable.  Hyperinflation  was  raging,  army  offi- 
cers were  plotting  another  coup,  and  the  First  Family's 
feuds,  culminating  with  the  First  Lady's  ouster  from  the  presi- 
dential palace,  were  outdoing  the  soaps.  But  now,  President 
Carlos  Saul  Menem  is  looking  very  much  a  winner.  He  has 
beaten  down  inflation  to  a  20$  annual  rate,  from  300$  in  the 
year  that  ended  Mar.  31.  And  Argentine  vot- 
ers showed  their  approval  of  his  free-market 
reforms  by  voting  heavily  for  Menem's  Per- 
onist  Party  in  Sept.  8  provincial  elections. 
"He  has  got  a  broad  consensus  for  change," 
says  Manuel  Mora  y  Araujo,  a  Buenos  Aires 
pollster  and  political  analyst. 

Menem  could  still  stumble:  For  one  thing, 
he  has  to  renegotiate  Argentina's  $65  billion 
foreign  debt.  But  a  U.  S.  banker  in  Buenos 
Aires,  echoing  a  widely  held  view,  sees  "tre- 
mendous growth  here  over  the  next  20 
years."  And  Argentina's  example  is  likely  to 
strengthen  free-market  advocates  in  other 
countries,  especially  neighboring  Brazil. 

Right  now,  Menem  is  moving  quickly  to 
use  his  fresh  political  mandate.  His  govern- 
ment has  announced  the  dismissal  of  10,000 
state  bank  workers  and  is  accelerating  plans 
to  sell  YPF,  the  state  oil  company.  When 
1,800  oil  workers  struck  in  protest,  Menem 
fired  them,  agreeing  later  to  hire  some  back. 
little  time.  Menem  is  also  chopping  the 
army,  a  once-powerful  and  often  disruptive  force,  down 
to  size.  Besides  thinning  its  ranks,  he  is  shrinking  the 
generals'  economic  base  by  selling  off  military-run  industries. 
And  to  weaken  the  political  hammerlock  of  entrenched 
business  monopolies,  he  is  enlisting  Argentina  in  free-trade 
pacts  with  its  neighbors.  "This  is  a  frontal,  global  attack 
to  remake  the  entire  Argentine  system,"  says  Carlos  Daniel 
Tramutola,  a  business  consultant  and  former  steel  executive. 


j4p 


AUSTRALS  NOW  HAVE  TO  BE  BACKED 
BY  COLD  OR  HARD  CURRENCY 


"He  doesn't  have  time  to  take  on  one  sector  at  a  tint.' 

In  short,  Menem  is  pushing  Argentina  toward  modern  fe- 
mocracy  after  its  slide  in  recent  decades  toward  Third  Wcpi- 
style  instability,  economic  stagnation,  and  deepening  social  k 
"There  is  only  one  world  that  counts,  the  First  World,"  Meafc 
says.  He  has  benefited  from  the  examples  of  Mexico  and  Clt. 
But  Chile's  reforms  were  launched  by  a  dictator  and  Mexiff 
by  a  virtual  one-party  regime,  not  in  a  r| 
bunctious  democracy  such  as  Argentina 
In  democratic  Venezuela,  President  CajK 
Andres  Perez,  a  recent  free-market  convit 
is  pursuing  more  limited  reforms. 
weakened  bosses.  For  Menem,  the  tunfe 
point  in  the  anti-inflation  battle  was  Ecco- 
my  Minister  Domingo  Cavallo's  decisiorto 
tie  the  austral  to  the  dollar  last  April.  '£e 
central  bank  is  now  barred  from  printb 
australs  that  aren't  backed  by  hard  currerc 
or  gold.  But  next  year,  to  trim  a  still-bloajd 
budget,  Menem  will  have  to  lay  off  an  ac- 
tional 50,000  public  workers.  And  on  Silt 
20,  Menem  sent  Cavallo  to  the  U.  S.  for  cbt 
talks,  aiming  for  a  30%  write-off  similailao 
Mexico's  1989  deal. 

Underlying  Menem's  reforms  is  his  sit 
cess  in  reshaping  Peronism — originally  a 
populist,  authoritarian  movement  that  \B 
often  a  destabilizing  political  force.  By  t- 
tracting  a  wide  electoral  following  with  is 
reforms,  Menem  has  reduced  the  cloutjf 
Peronist  union  bosses  who  controlled  the  party's  former  min 
base,  labor.  What  is  emerging  now  is  an  Argentine  polital 
system  dominated  by  middle-of-the-road  parties:  the  Peronis 
on  the  center-right  and  the  Radical  Civic  Union,  which  rud 
from  1983  to  1989,  on  the  center-left.  Now,  Menem  is  showg 
that  a  democratic  system  can  mobilize  broad  support  for  * 
difficult  transition  to  a  free  market. 

By  Stephen  Baker  in  Buenos  Ate 


GLOBAL  WRAPUPI 


CANADA 


loping  to  head  off  Canada's  loom- 
ling  breakup  over  Quebec's  de- 
mand for  special  status,  Prime  Minis- 
ter Brian  Mulroney  has  a  new  plan: 
give  Ottawa  stronger  constitutional 
powers  to  free  up  trade  among  the  10 
provinces  and  give  Quebec  more  auton- 
omy on  language  and  education. 

No  fewer  than  500  interprovincial 
trade  barriers,  from  buy-local  provisos 
to  trucking  curbs,  cost  Canada's  econo- 
my an  estimated  $6  billion  annually. 
Even  New  Brunswick's  Moosehead 
beer,  widely  sold  in  the  U.  S.,  is  barred 
from  much  of  Canada.  Such  business 
handicaps  are  increasingly  costly  now 


that  Canadian  industry  faces  continen- 
tal competition  under  the  free-trade 
pact  with  the  U.  S. 

If  Mulroney's  unity  drive  fails,  the 
pact  may  have  to  be  renegotiated.  Que- 
bec independence  would  cause  "eco- 
nomic disruption,"  including  capital 
flight  and  a  severe  recession,  warns 
Vancouver's  Fraser  Institute.  Despite 
Quebec's  separatist  sentiments,  such 
warnings  may  keep  it  from  following 
through  on  its  threats  to  secede. 

MEXICO  

To  expand  regional  economic  ties, 
Mexico  is  negotiating  free-trade 
agreements  with  Venezuela  and  Co- 
lombia, following  up  its  Sept.  22  sign- 


ing of  a  free-trade  pact  with  Chile.  A 
added  political  aim  for  Mexico  is 
ease  Latin  Americans'  worries  th 
they  will  be  frozen  out  by  the  propost 
North  American  free-trade  pact. 

The  Mexico-Chile  accord  will  abolis 
most  tariffs  by  1996.  Chileans 
see  it  as  a  way  to  put  themselvi 
next  in  line  to  negotiate  their  ov, 
free-trade  agreement  with  Washingtq 
after  the  North  American  pact 
wrapped  up.  Meantime,  they  are  und< 
no  illusions  that  free  trade  with  Mexi< 
will  open  a  back  door  into  the  U. 
Chilean  goods  shipped  to  Mexico  wou 
still  be  barred  from  duty-free  entrj 
into  the  U.  S.  by  North  American  Iocs 
content  rules. 
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THE  HEALTH  CARE  CRISIS 


A  PRESCRIPTION 


IM;l;Mii];J 


Business  Week's  proposal  covers  everyone 
and  seeks  to  enhance  quality  while  containing 
costs.  Something  like  it  just  might  be  enacted 


rhere  are  a  thousand  agendas  in  Washington,  but  if  any 
issue  dominates  the  lists,  it  is  health  care  reform.  After 
countless  years  of  neglect,  its  time  has  come.  The  cries 
)m  employers  beleaguered  by  soaring  costs  have  reached  a 
escendo  that  politicians  dare  not  ignore.  Those  cries  are 
itched  by  the  rage  of  more  and  more  working  Americans  as 
ey  helplessly  watch  their  coverage  dwindle,  or  even  disap- 
ar.  The  result:  an  overhaul  of  the  health  care  system  looms 
a  major — maybe  the  major — issue  of  1992. 
The  political  climate  is  ripe  for  action  because  reform  has 
come  just  as  crucial  to  the  middle  class  as  to  the  poor, 
mtrary  to  popular  belief,  the  ranks  of  the  uninsured  are  not 
minated  by  welfare  recipients  or  deadbeats:  More  than  85% 
the  33  million  uninsured  Americans  are  workers  or  their 
pendents.  Middle-class  Americans  consider  affordable  medi- 
1  care  a  fourth  inalienable  right,  up  there  with  life,  liberty, 
d  the  pursuit  of  happiness.  But  these  days,  even  those  used 
the  best  health  insurance  are  uneasy.  Employees  who  not  so 
lg  ago  had  all-expenses-paid  coverage  are  now  shelling  out 
r  premiums,  deductibles,  and  copayments.  Some  companies 
e  dropping  coverage  altogether  as  premiums  go  sky  high. 


conservatives  (box,  page  60).  None  of  them  offers  a  magic, 
elixir  that  can  cure  overnight  the  health  care  system's  ills. 

BUSINESS  week,  though,  believes  the  best  remedy  is  a  varia- 
tion on  the  "managed  competition"  theme  first  developed  by 
Alain  C.  Enthoven,  a  professor  at  Stanford  University's  Grad- 
uate School  of  Business,  and  Richard  Kronick,  professor  of 
health  care  financing  at  the  University  of  California  at  San 
Diego.  Enhancing  the  clout  of  major  public  and  private  pur- 
chasers of  health  care,  the  plan  would  change  the  way  employ- 
ers buy  coverage  and  the  way  medical  treatment  is  delivered. 
"Health  care  has  been  dominated  by  the  supply  side,"  Entho- 
ven says.  "We  need  to  strengthen  the  power  of  the  purchasing 
side."  Just  as  important,  managed  competition  would  be  more 
politically  feasible  than  most  other  proposals  because  it  would 
retain  most  existing  institutions  such  as  the  employer-based 
insurance  system. 

striking  a  balance.  Under  managed  competition,  all  employ- 
ers, both  large  and  small,  would  be  required  to  provide  health 
benefits  to  employees.  But  small  businesses  would  no  longer 
buy  coverage  from  insurers.  Instead,  they  would  be  required 
to  pay  into  a  regional  health  care  purchasing  corporation,  a 


HOW  THE  PROPOSAL  WOULD  WORK 


USERS  would  obtain  coverage 
through  large  insurance  buyers.  Most 
would  pay  part  of  the  cost  while  the 
needy  would  receive  tax  credits 


EMPLOYERS  WITH  FEWER 
THAN  100  EMPLOYEES 

EMPLOYERS  OF  PART-TIME  WORKERS 

STATE  MEDICAID  PLANS 
COVERING  UNEMPLOYED  POOR 

SELF-EMPLOYED  INDIVIDUALS, 
UNEMPLOYED  N0NP00R,  OTHERS 
WITHOUT  HEALTH  COVERAGE 


1 


BUYERS  would  negotiate  insurance 
contracts  with  health-care  providers, 
mostly  run  by  major  insurance 
companies 


HEALTH  CARE  PURCHASING 
CORPORATIONS  Regional 
nonprofit  collectives  sponsored 
by  states.  They  would  have  much 
more  negotiating  leverage  than 
small  users 


SE1LERS  would  offer  a  variety  of 
plans.  The  government  would  mandate 
minimum  benefits  and  set  cost  and 
quality  standards 


ORGANIZED  DELIVERY  SYSTEMS 

Managed-care  networks  of  doctors, 
HMOs,  and  hospitals.  ODSs  would 
assign  "gatekeepers"  to  oversee 
each  individual's  health  care 


)me  insurers  also  are  refusing  to  cover  people  with  serious 
nesses  such  as  diabetes  or  aids,  or  those  who  want  experi- 
ental  therapies  and  drugs. 

If  that's  not  enough  to  give  you  a  migraine,  the  future  looks 
'en  worse.  Medical  spending  in  the  year  2000  is  expected  to 
iach  nearly  $1  trillion — 15%  of  gross  national  product — com- 
ired  with  an  already  dizzying  $676  billion  today,  or  12%  of 
>JP. 

If  the  system  is  left  to  its  own  devices,  the  vicious  cycle  of 
sing  costs  and  declining  coverage  will  intensify.  As  the  ranks 
;  uninsured  grow,  hospitals  and  physicians  will  continue  mak- 
g  up  for  unpaid  bills  by  charging  employers  more.  They,  in 
im,  will  keep  shifting  more  costs  on  to  workers  or  drop 
iverage  altogether.  Employers  will  also  squeeze  payments  to 
Dspitals  and  other  care  providers,  who  will  then  be  less  able 
i  provide  free  care  to  the  uninsured.  That,  in  turn,  will 
irther  swell  the  numbers  of  those  unable  to  obtain  care.  And 
le  rising  numbers  of  uninsured  in  turn  threaten  treatment 
>r  everyone:  Demand  for  uncompensated  care  is  already  forc- 
g  hospital  trauma-care  units  and  emergency  rooms  to  close, 
aving  the  rich  as  well  as  the  poor  without  service. 

Dozens  of  proposals  to  revamp  the  system  are  kicking 
round  Capitol  Hill,  ranging  from  government-run  plans 
acked  by  liberals  to  wholly  free-market  plans  sponsored  by 


government-sponsored  entity  that  would  function  as  a  super 
insurance  broker.  This  corporation  would  negotiate  the  pur- 
chase of  various  kinds  of  health  care  plans  from  competing 
managed-care  companies,  whose  services  would  include  both 
health  maintenance  organizations  and  networks  of  indepen- 
dent doctors  and  hospitals.  An  individual  employee  would  then 
select  one  of  the  options. 

The  managed-competition  approach  strikes  a  reasonable  bal- 
ance between  free  enterprise  and  government  regulation.  It 
includes  a  strong  government  role  to  mandate  minimum  cover- 
age and  set  price  and  quality  standards.  But  it's  also  market- 
oriented.  It  will  enhance  competition  by  giving  more  market 
power  to  individuals  and  small  companies,  allowing  them  to 
get  a  better  deal  from  health  care  providers.  It  will  make  the 
system  more  efficient  by  eliminating  hundreds  of  small  insur- 
ers, who  tend  to  push  up  the  system's  administrative  costs. 

The  health  care  market  currently  contains  none  of  the  self- 
correcting  mechanisms  that  work  to  curb  excesses  in  normal 
markets.  While  competition  among  sellers  usually  drives  prices 
down,  an  oversupply  of  physicians  and  hospitals  rarely  makes 
a  dent  in  costs.  The  reason:  Patients  have  a  hard  time  judging 
the  care  they  buy,  and  insurance  insulates  them  from  the 
expense.  A  seller  couldn't  hope  for  a  better  customer.  Doctors 
have  enormous  discretion  in  deciding  the  type  and  cost  of  the 
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care  they  order.  They  also  have 
the  incentive  to  overtreat,  since 
most  get  paid  for  each  procedure 
performed.  The  result,  Rand  Corp. 
estimates,  is  that  307'  of  all  health 
care — from  tests  to  surgery  to 
drugs — is  unnecessary. 

The  same  goes  for  hospitals. 
Since  the  early  1980s,  when  medi- 
care started  forcing  hospitals  to 
discharge  patients  after  a  certain 
period,  hospitals  have  tried  to  re- 
coup income  by  becoming  full-ser- 
vice centers.  Today,  it's  not  unusu- 
al to  see  several  fully  equipped 
open-heart  surgery  centers  in  one 
small  city,  for  example.  To  attract 
doctors  with  well-heeled  patients, 
hospitals  gobble  up  the  latest 
equipment.  That  high-gloss  medi- 
cal technology  accounts  for  half  of 
the  rise  in  the  nation's  annual 
health  care  bill. 

costly  choice.  No  one  is  arguing 
that  technological  innovation 
should  slow  down.  The  problem  is, 
the  costs  of  the  new  treatments 
often  don't  decline  as  they  become 
more  common — because  no  one 
has  the  incentive  to  lower  them. 
For  example,  a  study  by  Metropol- 
itan Life  Insurance  Co.  found  that 
the  number  of  coronary  bypasses 
nearly  doubled  from  1981  to  1986, 
while  the  charges  per  procedure 
rose  about  50%,  from  $21,800  to 
$30,430. 

There  also  is  significant  evi- 
dence that  physicians  tend  to  use 
the  glitzier  technology  even  when 
a  less  expensive  alternative  will  do 
just  as  well.  A  growing  body  of 
research  shows  that  patient  expec- 
tations, physician's  hunches,  and 
medical  custom  are  more  likely  to  influ- 
ence a  physician's  practice  pattern  than 
empirical  evidence  of  a  treatment's  ef- 
fectiveness. Landmark  research  on  medi- 
cal practices  by  I>r.  John  H.  Wennberg 
of  Dartmouth  Medical  School,  for  exam- 
ple, found  that  Boston  residents  were 
twice  as  likely  as  people  in  New  Haven 


V  Washington  would  draw  up 
guidelines  for  hundreds  of  medical 
conditions  to  ensure  first-class  care 


local 


to  undergo  carotid  endarterectomies,  a 
$9,000  procedure  that  cuts  fatty  deposits 
from  neck  arteries.  Yet  there  was  no 
difference  in  how  patients  in  the  two 
cities  fared  in  the  long-term. 

The  trick  is  to  create  a  system  that 
offers  doctors  and  hospitals  an  incentive 
to  squeeze  out  waste  without  stifling 
technological  advances  or  individual  ini- 


A  RANGE  OF  ALTERNATIVES 


1  PROPOSAL 

1  PROS 

1  CONS 

DEMOCRAT  LEADERSHIP  PLAN: 
Requires  all  employers  to  insure  em- 
ployees or  pay  tax  into  public  plan 
to  cover  the  uninsured 

Covers  all  individuals 

Doesn't  hold  down  costs 

NATIONAL  INSURANT  PLAN: 
Creates  a  federally  financed  and 
operated  system 

Easy  to  set  up,  reduces 
administrative  costs 

Could  stifle  technological  ad- 
vances, faces  intense  opposi- 
tion from  private  insurers 

HERITAGE  FOUNDATION  FREE- 
MARKET  PLAN:  Gives  people  fax 
credits  to  buy  their  own  insurance 

Easily  established,  could  hold 
down  prices  by  fostering  com- 
petition among  insurers 

Requires  well-educated  con- 
sumers, might  penalize  the  crit- 
ically ill 

tiative — or  harming  the  patien 
care.  Here's  how  BUSINESS  WEE! 
version  of  managed  competiti 
would  work: 

covering  everyone.  Today,  mc 
employees  get  their  health  cov( 
age  at  the  workplace,  and  t  ire 
BUSINESS  week  proposal  won 
build  on  that  system.  All  empl 
ers  with  more  than  100  employe 
would  be  required  to  cover  th< 
workers — as  82%  of  compani 
this  size  do  now.  Small  compani 
would  face  a  more  drastic  chang 
All  businesses  with  fewer  than  1 
workers  (including  part-timer 
would  pay  a  payroll  tax,  with 
surcharge  based  on  the  companj 
profitability,  to  a  health  care  pi 
chasing  corporation,  a  region 
nonprofit  agency  set  up  by  t 
state.  This  corporation  would  bi 
coverage  for  these  companie 
Medicaid  would  cover  only  the  u 
employed  poor,  and  medicai 
would  keep  serving  the  elder 
Those  not  covered  by  public  or  p 
vate  plans,  such  as  the  self-e: 
ployed,  could  buy  insurance  dire( 
ly  from  the  corporation.  Tj 
credits  would  ease  the  burden  f 
those  with  low  incomes. 

The  result:  universal  coverag 
This  would  boost  the  nation 
health  care  tab.  Some  estimat 
say  covering  the  uninsured  cou 
add  $15  billion  annually.  But  in  t 
long  run,  the  increase  may  not 
as  great  as  some  fear.  Today,  t 
uninsured  rarely  receive  primal  , 
care  and  usually  wait  until  th< 
condition  reaches  the  emergent, 
stage,  with  higher  costs  and  wor 
prognoses.  Inexpensive  prenatal  car 
for  instance,  could  reduce  the  likelihoc 
of  low-weight  babies,  for  whom  care  ce 
cost  $70,000.  Employers,  who  have  ha 
to  absorb  the  cost  of  care  hospitals  pr 
vide  the  uninsured,  may  even  see  the 
bills  decline. 
more  clout.  Little  companies  are  losei 
in  the  insurance  market.  Though  the 
employ  58%  of  all  private-sectx 
workers,  they  have  little  mark* 
power.  Traditionally,  insurer 
based  premiums  on  the  averag 
cost  of  care  used  by  all  subscril 
ers  in  a  community.  But  then  bi 
companies  started  to  use  their  siz, 
to  negotiate  cut-rate  deals  with  ii 
surers.  Those  who  had  relativel 
healthy  work  forces  found  it  wa 
often  cheaper  to  self-insure.  Th 
result:  The  rates  charged  sma 
companies  soared.  Their  averag 
annual  health  care  cost  per  en 
ployee  has  risen  to  $3,100  toda 
from  less  than  $2,000  in  1986,  a< 
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ding  to  the  National  Federation  of 
lependent  Business,  a  trade  group.  It 
s  even  worse  for  small  companies 
h  seriously  ill  employees,  whose  poli- 
j  were  often  canceled.  Many  small 
ployers  have  even  stopped  providing 
urance  to  employees. 
Jnder  this  proposal,  says  Stanford's 
thoven,  who  devised  the  purchasing 
poration  idea,  small  businesses  would 
■e  the  same  access  to  reasonably 
:ed  coverage  as  big  business.  The  em- 
yer  would  pay  a  purchasing  corpora- 
1,  which  would  solicit  bids  from  large 
ganized  delivery  systems,"  managed- 
e  networks  that  meet  federal  cost 
nagement  and  quality  control  stan- 
ds. The  purchasing  brokers  would  be 
e  to  negotiate  contracts  at  far  lower 
ts  than  the  small  employers  could 
i  individually.  Currently,  "the  guy 

0  runs  the  doughnut  shop  can't  do 
,t,"  says  health  policy  consultant 
in  Etheredge,  a  supporter  of  man- 
id  competition. 

'he  purchasing  corporation  would 
iose  perhaps  10  systems  in  a  commu- 

1  based  on  data  from  the  organized 
ivery  systems  on  the  quality  of  the 
e  that  they  offer.  Individual  employ- 
would  then  select  a  plan.  The  corpo- 

ion  would  pay  the  health  care  provid- 
a  standard  fee  for  all  the  treatment 
individual  would  need.  Individuals 
uld  get  all  their  care  from  that  sys- 
I  if  they  went  outside  the  network,  it 
uld  be  at  their  own  expense.  Medicaid 
lid  also  decide  to  buy  its  health  care 
m  the  corporation.  Large  employers 
uld  negotiate  with  the  organized  de- 
:ry  system  on  their  own. 
?he  federal  government  would  set 
limum  benefits  that  all  plans  must 
er.  A  basic  package  would  likely  hi- 
de preventive  care  such  as  well-baby 
ims  and  mammograms  as  well  as  all 
ipitalization.  The  employee  would  pay 
f  of  the  cost  of  the  basic  package, 
lployees  who  opt  for  a  richer  benefit 
:kage — with,  say,  coverage  for  plastic 
'gery  or  private  hospital  rooms — 
uld  pay  higher  premiums, 
some  experiments  along  these  lines 
!  already  under  way,  and  the  results 
/e  left  some  experts  optimistic.  In 
iveland,  the  Council  of  Small  Enter- 
ses  (COSE)  under  the  umbrella  of  the 
amber  of  Commerce,  buys  insurance 
'  8,000  small  firms.  During  the  last 
*en  years,  health  insurance  costs  for 
5E  companies  rose  46%,  compared  with 
5%  for  other  small  companies. 
eater  incentives.  Most  medical  care 
lay  is  delivered  haphazardly.  Provid- 
i  operate  independently,  without  an- 
ering  to  anyone  for  costs  and  results, 
imerous  studies,  such  as  Wennberg's, 
licate  that  a  large  amount  of  health 
•e  is  medically  unjustifiable. 
Competitive  forces  combined  with  gov- 


I  you're  a  Jack  Daniel's  drinker  we'd  like  to  hear  from  you  How  about  dropping  us  a  line 


FROM  THE  LOOK  OF  THINGS  in  Jack 
Daniel's  Hollow,  there's  a  couch  of  autumn  in 
the  air. 

Seeing  two  of  our  employees  toss  a  football 
around  reminds  us  that  fall  is  rapidly  approaching. 
And  we  hope  the  signs  are  equally 
evident  wherever  you  happen  to  live. 
Somehow,  we've  always  felt  our 
Tennessee  Whiskey  tastes  best  in 
the  cool  air  of  autumn.  A  lot  of  our 
drinkers  feel  that  way  too.  So  we 
see  no  reason  to  delay  your  first 
toast  to  the  season. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  o) Historic  Places  by  the  United  States  Government. 


U  ISSUES 
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The  NEXIS'selectronic  information  service  can  give  you  a  clearer  perspective 
on  today's  business  environment,  with  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints,  right  at  your  own  PC.  And  for  the  next 
90  days,  it's  available  at  a  significant  discount.  So  call  for  the  NEXIS® service 
today  Because  not  only  is  the  information  unlimited,  so  is  your  potential. 

NEXISC^ 


CALL1-800-22M908N0W. 


©1991  Mead  Data  Central,  Inc  All  rights  reserved  NEXIS  and  LEXIS 
arc  registered  trademarks  lor  information  products  and  services  ol  Mead  Data  Central,  he 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


excess 

[\  OBSOLETE 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


ernment  standards  would  inject  moreM 
ficiency  into  the  delivery  of  care.  Elms 
patient  in  an  organized  delivery  systS 
would  have  a  "gatekeeper,"  usually  ■ 
internist  who  would  direct  patients  Hfi 
specialists  as  the  need  arises.  The  gB\ 
keeper  would  be  responsible  for  callBv' 
in  the  patient  for  immunizations,  chel 
ups,  and  pap  smears.  Serious  ca»/a 
would  be  assigned  a  case  manager, 
would  see  that  appropriate  services  wT 
provided.  "There  won't  be  the  hit-al 
miss  health  care  we  have  now,"  says  1 
Mary  Jane  England,  president  of  1 
Washington  Business  Group  on  Heal! 

If  this  sounds  a  little  familiar,  I 
should:  Forerunners  to  these  systems! 
ready  exist,  such  as  health-maintenaifl 
organizations  including  Kaiser  PermB 
ente  Health  Care  Program  and  HarvA 
Community  Health  Plan.  Managed-cBj 
networks  operated  by  such  large  insfl 
ance  companies  as  Prudential  InsuraiM 
Co.   of   America,  CIGNA,   and  BIB 
Cross  &  Blue  Shield  also  are  fledglBj 
examples. 

peer  review.  But  the  organized  deliveH 

system  would  do  much  more.  Most  mail 
aged-care  systems  today  sign  up  aH 
doctor  willing  to  offer  fee  discounts.  1r. 
morrow's  systems  would  sign  up  oifl 
those  providers  who  meet  rigorous  quB 
ty  standards,  using  board  certificatiiBj 
malpractice  history,  and  a  review  I 
treatment  patterns  as  criteria.  ThH 
would  scrutinize  gatekeepers'  perfS 
mance,  disseminate  state-of-the-art  clil 
cal  guidelines  on  treatments,  and  seeB 
it  that  doctors  stick  to  them.  Traini  I 
and  peer  review  will  be  common.  T I 
goal  would  be  improving  the  systen  I 
overall  quality  rather  than  micromara  I 
ing  each  medical  transaction  for  eve  I 
patient,  as  insurer  "utilization  review  I 
do  now. 

A  system  could  own  some  of  the  fac 
ties  that  provide  care,  but  it  could  a" 
send  patients  to  "center  of  excellenc 
facilities  for  specific  procedures — hos 
tals  that  have  proven  high  rates  of  s 
cess.  Data  comparing  hospital  and  ph; 
cian  outcomes  already  are  bei 
developed.  A  recent  study  of  3,055  co 
nary  artery  bypass  grafts  performed 
five  New  England  hospitals  by  18  diff 
ent  surgeons  found  that  patients  we 
twice  as  likely  to  die  at  certain  hospit 
and  four  times  as  likely  with  certs 
doctors. 

Large  corporations,  led  by  the  Was 
ington  Business  Group  on  Health, 
pushing  the  idea  of  the  organized  del 
ery  system.  "We  are  in  the  earlie 
stages  of  building  these  systems,"  sa 
Dr.  Jacque  J.  Sokolov,  medical  direct 
of  Southern  California  Edison  Co.,  whi 
has  set  up  its  own  network — a  model  f 
a  system  of  the  future.  SCE's  HealthFl 
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KRIS  MATSON  HELPED  THIS  WORKER  GO 
FROM  A  BAD  ACCIDENT  INTO  A  NEW  CAREER. 


THERE  WHEN  IT  COUNTS. 


The  fall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer. 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing," recalls  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career!" 


First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy,  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody. 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


ft 


Insurance 


Top-ranked  funds 
for  your  IRA. 

If  solid  growth  over  time  is  what  you  want  in  an  IRA,  open  or  transfer 
your  IRA  to  Twentieth  Century  Investors.  Two  of  our  funds,  Growth 
Investors  and  Select  Investors,  are  ranked  #2  and  #4  out  of  360 
mutual  funds  in  the  country  for  their  15-year  performance  ending 
June  30,  1991.*  And  here's  another  plus — no  sales  fees  or 
commissions.  Call  us  for  a  free  prospectus  with  more  complete 
information  about  Twentieth  Century  Investors,  including  charges 
and  expenses.  Please  read  the  prospectus  carefully  before  investing. 

Call  for  your  free  IRA  information  kit: 

1-800-345-2021 


*  Ranked  by  Upper  Analytical  Services,  Inc.,  a  leading  indepen- 
dent mutual  fund  ranking  service.  Data  quoted  represents  past 
performance.  Investment  return  and  principal  value  will  fluctuate, 
and  redemption  value  may  be  more  or  less  than  original  cost. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


The  best  way  to  a  man's 
stomach. .  .NordicTrack. 


And  it's  much  less  stressful  on  the  body  than  running 
and  high-impact  sports.  Working  out  on  NordicTrack 
also  boosts  creativity  and  productivity  and  lowers 
stress,  making  you  feel  as  good  as  you  look. 

It's  time  to  change 
the  spare  tire. 

Unlike  most 
in-home  exer(  isers, 
NordicTrack  works  all 
the  major  muscle 
groups  of  the  body  including 
the  amis,  legs,  buttocks, 
shoulders  and  yes.  even 
stomach 


N 


So  what  are  you  waitin 
for?  Call  NordicTrack  today 

Call  today  for 

a  30-day 
in-home  trial. 


"The  World's  Best 
Aerobic  Exerciser."' 


CaUor  FREE  VIDEO 

write      „  „  , 

for  a     &  Brochure 


NordicTrac  k  duplicates  the  motion  of  cross- 
country skiing,  what  most  experts  agree  is  the  most 
efficient  and  effective  aerobic  exercise 

It  bums  mi  >re  calories  in  less  time  than  many 
other  kind  of  exercise  machine.  Up  to  1,100  calories 
per  hour,  according  to  fitness  experts 

Besides  burning  calories,  it  strengthens  the 
heart,  tones  the  muscles  and  improves  stamina 


1  \  I 


1-800-328-5888 

I  J     Please  send  me  a  free  brochure 
J     Also  a  Iree  videotape  □  VHS  U  Beta 

|  Name   | 

I  Street   | 

'  City   state  Zip_ 


Phone  (  )   

NordicTr.ak.  Dipt  «1  Hit 
141  Jonathan  Blvd  N.,  Chaska,  MN  55318 


KB!3Pllbkllfckl 


makes  use  of  85  hospitals,  an  in-hoij 
pharmacy,  and  7,500  doctors,  includa 
15  working  for  company  clinics.  SCE  pal 
907<  of  the  costs  for  workers  who  il 
network  providers  and  70'/  for  thJ 
who  don't.  A  computer  monitors  the  ; 
nual  700,000  interactions  between  wo 
ers  and  providers.  All  this  has  help 
keep  the  increase  in  SCE's  health  co; 
down  to  about  127'  a  year,  compar 
with  23'  <  annually  before  the  progrs 
began  in  1989. 

developing  guidelines.  In  the  quest 
control  costs,  it  is  critical  that  qual 
not  be  sacrificed.  Organized  delivc 
systems  should  go  a  long  way  in  tl 
regard.  But  they  all  will  need  relial 
information  and  research  on  new  te 
nologies  and  treatments. 

The  federal  government  could  conve 
panels  of  experts  to  develop  clini 
practice  guidelines  for  hundreds  of  me 
cal  conditions.  Experts  say  doctc 
change  practice  patterns  when  they  i 
low  such  guidelines.  It  also  should 
nance  research  on  the  long-term  o 
comes  of  various  procedures.  Tl 
would  give  consumers,  as  well  as  ph} 
cians,  better  information  on  what  to 
pect  from  treatment. 

Reviews  of  new  technologies,  a 
trade-offs  between  their  costs  and  bei 
fits,  should  be  on  the  federal  agenda 
well.  Large  outlays  on  studies  into 
nesses  that  afflict  the  elderly  could 
well  worth  an  investment.  An  avera 
five-year  delay  in  the  onset  of  A 
heimer's  disease,  for  instance,  woi 
save  $40  billion  a  year,  according  to  t 
National  Institute  on  Aging. 

Managed  competition  will  have 
drawbacks.  The  most  serious  is  probai 
the  5-  to  10-year  time  span — not  to  m< 
tion  the  administrative  hassle — it  coi 
take  to  set  up  top-notch  organized  del 
ery  systems  and  purchasing  corpo 
tions.  More  crucial:  establishing  qual 
measurements  that  will  make  the  orj 
nizations  work.  And  there  will  be  pol 
cal  resistance,  especially  from  sm 
insurers  and  independent-minded  phj 
cians.  Corporate  America  must  be  t 
driving  power  behind  reform.  Althou 
companies  are  complaining  about  so 
ing  costs,  most  do  little  about  it — sh< 
of  making  employees  pay  more. 

But  no  reform  proposal  will  be  perft 
or  painless.  Those  who  yearn  for  1 
days  of  unlimited  care  at  no  cost  a 
with  no  questions  asked  should  stick 
watching  reruns  of  Marcus  Welby, 
Unless  Congress  takes  some  acti 
costs  in  the  medical  marketplace  \ 
continue  to  spiral  uncontrollably,  wr 
coverage  continues  to  shrink.  And  th 
creating  a  pill  too  bitter  for  Americ 
to  swallow. 

Rii  S/tsaii  B.  Garland  in  Washing 
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"UDS  modems  give 
our  AUTONET  clients 
a  reliable  worldwide  connection" 

—  Len  Mayers 
Marketing  Manager 
AUTONET  Division 


During  nearly  20  years  of  providing 
data  communications  for  thou- 
sands of  clients,  ADP  has  learned 
the  value  of  modem  reliability. 
That's  why  they  have  selected  the 
UDS  V.3227  as  the  centerpiece 
high-speed  modem  for  their 
AUTONET  public,  value-added 
network.  And  it's  why  UDS  has 
also  been  selected  to  provide  data 
multiplexers,  DSU/ CSUs  for 
switched  digital  communications 
and  other  critical  system 
components. 

Service  standards  established 
by  AUTONET  demand  the  most 
of  data  communications  equip- 
ment. UDS  has  answered  the 
challenge  by  assembling  a  wealth 
of  engineering  talent,  by  investing 
in  the  very  latest  manufacturing 
equipment  and  techniques  and 
by  an  absolutely  unconditional 
commitment  to  Motorola's  quality 
assurance  program. 

If  your  requirements  are  no  less 
demanding  than  ADP's,  you  can 
profit  from  their  example. 
Investigate  the  unique 
advantage  that  UDS 
products  can  bring  to 
your  system. 

For  specifications, 
prices  and  modem 
application  assis- 
tance, contact  UDS 
at  800/451-2369  (in  Alabama, 
205/430-8000); 
FAX:  205/430-8926. 


Savings  are  packed 
and  ready  to  go. 


AT&T  Corporate  Calling  Card 
Essential  to  the  business  on  the  move. 

If  your  company  has  monthly  long  distance  phone  bills  of  just  $50  or  more, 
you  can  save  money  on  long  distance  calling  card  calls.  Because  AT&T 
offers  savings  on  calling  card  usage  with  the  AT&T  PRO'"  WATS 
volume  discount  plan.  So  your  savings  can  go  wherever  your  M 
business  takes  you. 

What's  more,  when  you  use  the  AT&T  Corporate  Calling 
Card,  you  can  be  sure  you're  using  the  quality  AT&T  network 
for  all  your  long  distance  calls.  And  you're  protected  from  the 
higher  rates  charged  by  some  unfamiliar  operator  service 
companies.  Rates  that  can  be  two  to  three  times  the  AT&T  price* 
So  you're  always  getting  the  quality  AT&T  service  you  want  and 
prices  you  expect. 

Cost  control.  Another  AT&T  advantage. 
Whether  you're  a  company  of  one  or  one  hundred,  you  can  get 
AT&T  Corporate  Calling  Cards  for  your  company  free.  Call 
1  800  225-6136,  ext.  300. 


•Based  on  a  comparison  of  billed  charges  and  surcharges 
of  alternate  operator  service  companies. 

©1991,  AT&T 


AT&T 

The  right  choice 
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he  Frequent 

RAVELER 


Business 
Class  Goes 
High  Tech 

FLYERS  IN  THE 
B  MIDDLE  CABIN  ARE 
LOOKING  AT 
A  PLETHORA  OF 
POSSIBILITIES 


W 


hat  does  a  business 
traveler  really  want? 
When  it  comes  to 
Business  Class  service,  airlines 
are  offering  an  increasingly  wide 
range  of  answers. 

For  years,  the  major  carriers 
have  emphasized  class  over  busi- 
ness, dazzling  flyers  with  wider 
seats,  specially  chosen  meals, 
free  headsets,  and  a  bevy  of  oth- 
er peripheral  services  intended 
more  to  provide  comfort  than 
productivity. 

No  longer.  Today's  Business 
Class  cabin  is  undergoing  its 
biggest  shake-up  since  1979, 
when  Qantas  Airways  first  intro- 
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The  Frequent 

TRAVELER 


duccd  a  complete- 
ly separate  cabin 
dedicated  to  the 
business  flyer.  All 
of  a  sudden,  the 
m i d d I e  cabin  is 
beginning  to  look 
more  like  a  board- 
room than  a  living 
room. 

Nowhere  is  this 
more  apparent 
than  in  the  ever- 
evolving  area  of 
technology.  Satel- 
lite-based tele- 
phone systems  ca- 
pable of  handling 

calls  to  and  from  anywhere  in  the 
world  (see  sidebar) — even  over  wa- 
ter— will  soon  be  accepting  all  major 
credit  cards.  And  in-flight  fax,  com- 
puter, and  data  transmission  sen  ices 
are  sure  to  follow. 

"Most  of  the  enhancements  that 
Business  Class  travelers  will  see  in 
the  future  will  revolve  around  high- 
tech gadgets,"  Pentti  Rosenberg, 
Finnair  marketing  manager  for  North 

America,  recenth  told  

Frequent  Flyer  magazine. 
In  other  words,  your  of- 
fice in  the  sky  will  in- 
creasingly look  like  your 
office  on  the  ground. 

But  as  Business  Class 
cabins  on  some  carriers 
begin  to  resemble  a  To- 
morrowland  exhibit  at 
Walt  Disney  World,  oth- 
ers are  taking  a  wait-and- 
see  approach.  Instead, 
they're  improving  and 
refining  amenity  pack- 
ages to  include  such 
nontraditional  items  as 

business  card  translation  

services,  single-tray 

meals,  and  even  shoulder,  neck,  and 

head  massages. 

While  the  blizzard  of  options  can 
seem  confusing,  the  good  news  is 


Today's 
Business 
Glass  is 
undergoing  its 
biggest  shake- 
up  since  1979, 
when  Qantas 
introduced  a 
separate 
cabin. 


that,  whatever  your  preference — high 
tech  or  high  comfort — there's  a  Busi- 
ness Class  seat  out  there  to  satisfy  ev- 
ery taste. 

The  following  is  an  airline-by-air- 
line rundown  of  some  of  the  more  in- 
teresting developments  found  in  the 
middle  cabin. 

Air  France — This  carrier  recently 
added  regional  specialties  to  "Le 
Club"  Business  Class  meal  service. 
^ _  Typical  offerings  in- 
clude Louisiana  shrimp 
jambalaya  and  saddle  of 
rabbit  with  prunes  from 
the  south  of  France.  Air 
France  also  serves  low- 
calorie  dishes  for  more 
health-conscious  busi- 
ness travelers.  Finally,  a 
new  Le  Club  lounge  at 
New  York's  JFK  airport 
is  three  times  larger 
than  the  previous  one, 
offering  showers,  chaise 
longues  for  between- 
flight  naps,  and  a  self- 
service  open  bar. 

Alitalia — The  Italian 
flag  carrier  is  forever 
fashion  conscious,  now  outfitting 
flight  attendants  and  ground  person- 
nel in  smart,  new,  Armani-designed 
uniforms.  In  a  more  business-oriented 


vein,  a  n 
Prima  Busirj 
Class  lounge 
recently  ope 
at  Rome's  L 
nardo  da  Vi 
airport. 

A  m  e  r  i  c 
Airline 
Now  the  laq 
transatlan 
carrier  in 
world,  Amer 
has  complet 
modernized 
i  nte  rnatio 
Business  C 
service  with 
purchase  of  new  seats,  pillo 
menus,  dishes,  and  other  ameni 
that  affect  all  middle-cabin  pass 
gers.  The  carrier  is  also  looking 
expanding  armrest  videos  from  F 
to  Business  Class. 

Cathay  Pacific-Hong  Kong-b£ 
Cathay  will  translate  Marco  Polo  C 
passengers'  business  cards  into  an 
four  languages:  Chinese,  Kore 
Japanese,  or  Thai.  The  free  sen 
(which  can  cost  as  much  as  $200) 
quires  three  weeks'  notice. 

Delta  Air  Lines — Business-ori 
ed  efforts  include  on-the-ground 
ecutive  lounges  recently  openec 
Los  Angeles  and  San  Francisco, 
(with  the  purchase  of  the  Pan 
Shuttle)  other  lounges  are  prepai 
to  open  in  New  York's  LaGuar 
Boston's  Logan,  and  Washingtc 
National  airports. 

Japan  Airlines — Recently 
designed  Fxecutive  ('.lass  tenures 
elude  seven-across  seating,  rest> 
cabins,  and  upgraded  food  and  be1 
age  service. 

Lufthansa — While  eschewing 
flight  high  tech  for  a  more  service- 
ented  approach,  the  airline  guarani 
Business  Class  flyers  that  both  t 
and  their  luggage  will  make  Gerr 
connections  or  they'll  receive  $20i 
compensation.  Lufthansa  also  of 
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Introducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business 
Tool  Shouldn't  Keep  You  Tied  Up. 


I 


f  you  make  a  living  on  the  road, 
then  you  know  that  keeping  in 
touch  often  means  being  tied  to  a 
phone.  Today  there's  a  new  way  to 
break  free.  With  MobileComm 
Nationwide  Messaging  Service. 

America's 
Most  Complete 
Paging  Service. 

Our  unrivaled  nationwide  cover- 
age can  keep  you  in  touch  in  more 
places  with  clients,  colleagues,  fam- 
ily and  friends.  And  you  can  keep 
in  touch  with  simple  toll-free  access. 


Customized 
Regional  Coverage. 

Just  need  a  region?  No  problem, 
we  can  customize  that  for  you.  So  you 
won't  be  paying  for  coverage  you  don't 
need.  Plus  we  offer  local  paging. 


Exclusive 
Text  Messaging. 

Only  MobileComm  Nationwide 
Messaging  lets  you  receive  text 
messages  coast  to  coast.  So  you  get 
up-to-the-minute  information 
without  ever  touching  a  phone. 
We  also  have  digital  paging  and 
advanced  voice  mail.  Plus  you  can 
count  on  our  20  years  of  paging 
experience.  And  we  feature  the 
newest  in  Motorola  pagers. 

So  don't  stay  tied  to  a  phone.  Set 
yourself  free  with  MobileComm 
Nationwide  Messaging.  Call  now  for 
more  information  about  our  money- 
saving  offer. 


1-800-685-5555 


MobileComm 


A  BELLSOUTH  Company 


Everything  you  expectjrom  a  leader 
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portable  telephone  rentals  to  Frank- 
furt-bound travelers,  starting  at  about 
S100  a  week. 

MG.M  Grand  Air — Year-old  Class 
Coach,  the  counterpart  of  most  air- 
lines' Business  Class,  features  two- 
across  seating  and  an  Airfone  at  every- 
window  seat. 

Pan  Am — Although  continuing  to 
downsize  by  selling  off  routes,  the 
carrier  retains  its  business- 
oriented  Latin  America  service.  Ex- 
pect upcoming  announcements  con- 
cerning redesigned  and  reconfigured 
Business  Class.  And  look  for  the  his- 


THE  BIG  PHONE 
IN  THE  SKY 

Herhaps  the  biggest  advance  in  in-flight 
Business  Class  amenities  concerns  that 
most  proletarian  piece  of  office  equipment,  the 
telephone.  While  more  than  a  few  business 
travelers  are  in  the  habit  of  reaching  out  and 
touching  someone  from  30,000  feet  up,  the 
current  Airfone  system  is  land-based  and  can- 
not be  used  on  most  transatlantic  and  transpa- 
cific flights. 

Enter  Skyphone,  a  satellite-based  system  for 
those  whose  travels  take  them  over  water.  Be- 
cause Skyphone  bounces  signals  off  satellites 
orbiting  high  above  the  earth,  it  can  operate 
anywhere.  Also,  bad  weather  will  not  disrupt 
the  service,  and  the  system's  sound  clarity  lets  it 
be  used  for  in-flight  facsimile  machines  and 
data  transmission. 

The  first  carrier  to  sign  on  with  Skyphone  was 
Singapore  Airlines  (see  accompanying  article). 
Other  airlines  are  expected  to  follow — includ- 
ing American,  British  Air,  Finnair,  Swissair,  and 
Thai — as  more  satellites  are  launched  into  orbit 
over  the  next  few  years. 


tory-laden  Clip- 
per Class  name 
to  stay. 

Qantas — The 
Australia-based 
carrier  flies  some 
of  the  longest 
routes  in  the  sky, 
so  comfortable 
seating  is  a  must. 
Newly  rede- 
signed reclining 

Business  Class  seats  feature  a  larger- 
than-average  leg  rest  and  40-inch  seat 
pitch  (the  distance  from  the  front  of 
your  seat  back  to 
the  back  of  the 
seat  in  front  of 
vou). 

SAS  — Two- 
two-two  seating 
on  767  aircraft 
eliminates  a 
middle  nonaisle 
seat.  EuroClass 
passengers  to 
Europe  on  the 
Scandinavian 
airline  also  re- 
ceive free  three- 
to  seven-day  car 
rental,  including 
unlimited 
mileage,  CD\V, 
a  n  d  n  o  1  o  c  a  1 
VAT. 

Singapore 
Airlines — This 
was  the  first  air- 
line to  sign  up 
for  Skyphone 
telephone  ser- 
vice (see  side- 
bar). Installation 
should  begin 
by  the  end  of 
the  year  —  at 
$500,000  per  air- 
craft: each  plane 
will  h  a  \  e  two 
lines  initially 
and    f o u  r    b v 


1993.  Singapore  is  also  investigatir] 
satellite  communications  for  fax  sej 
vice  and  data  transmission. 

Swissair — This  longtime  friend 
the  business  traveler  recently  beg; 
flying  new  McDonnell  Douglas  ME 
lis  with  2-2-2  Business  Class  seatin 
Other  middle-cabin  features  incluc 
telephone  check-in  (late-running  tra 
elers  can  phone  a  dedicated  line 
confirm  a  reservation,  select  a  se£ 
and  so  forth),  and  "quick  meal"  mer 
option  (a  one-tray-with-all-coursi 
dinner  for  those  who  want  more  tin 
to  work,  sleep,  read,  or  otherwise  e 
joy  their  flight). 

Varig  Brazilian  Airlines — Exec 
tive  Class  service  on  this  South  Ame 
ican-based  carrier  features  a  fu 
Japanese  menu  on  thrise-week 
flights  to  and  from  Tokyo  and,  as 
last  August,  a  w  ide  selection  of  light 
fare  on  all  departures.  Varig  also  offe 
a  long  list  of  German  and  Frent" 
wines  as  part  of  its  service,  and  f 
travelers  prone  to  jet  lag,  a  high-tec 
amenities  kit. 

Virgin  Atlantic — The  innovatn 
seven-year-old  airline  offers  I  pp 
Class  passengers  chauffeured  seds 
service  to  and  from  five  domestic  ai 
ports,  and  to  anywhere  in  mainlar 
Great  Britain.  Richard  Branson's  ai 
line  also  offers  a  personal  Sony  Yid< 
Walkman  with  a  choice  of  30-pli 
video  titles,  two-across  seatin 
and — no  kidding — complimenta 
head,  neck,  and  shoulder  massages  ( 
selected  flights,  luxurious  touch 
that  help  to  distinguish  the  carrier. 
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THE  PENINSULA 
NEW  YORK 


Share    The  Experience 


TV7p«nr;4>M>^,^ntrt<  The  Leading  Hotels  of  The  World   Tollfree  (800)  223  6800     S^S1  Preferred  Hotels  &  Resorts  Worldwide   Tollfree  (80O)  323  75O0 

^  Steigennerger  Reservation  Service  Tollfree:  (800)  223  5652 
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Residence  Inn  is  no 

Please  excuse  the  flag  waving,  but  we  now  have  over  160  locations  ac 
the  country  Designed  for  extended  stays,  our  rooms  are  50/6  larger,  have 


In-Room 
VIST 

Ixmg  Available  at  most  locations  01991  Residence  Inn  by  Marriott,  Inc  •Slightly  higher  in  some  locations  Based  on  7-night  stay 

Distance  1 
i  Service 


ocatedin42  states. 

lens  and  in  most  rooms,  a  fireplace,  lb  reserve  your  room  at 
-105*  a  night,  caU  800-331-3131.  And  get  the  42  star  treatment. 

Hiri'ili'iidi  if 

stay  hotel. 
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The  New 
Look  in 
Airport 
Concourses 


FINE  REGIONAL  DINING 
AND  BLOOMINGDALE'S 
EXPRESSES  ARE 
ENDING  TERMINAL 
BOREDOM 


fnother  stop,  another  city. 
Logging  the  miles  for  busi- 
ness, frequent  travelers  of- 
Iten  need  to  pull  out  an 
itinerary  to  know  where  they  are.  If 
it's  Tuesday,  it  must  be  where? 

Airport  terminals  give  few  clues. 
Generic  newsstands,  sandwiched  be- 
tween overpriced  generic  restaurants 
and  bars,  fill  concourse  after  con- 
course. From  looks  alone,  this  could 
be  Cleveland.  Kansas  City,  or  Dallas. 

Or  could  it?  Isn't  that  a  Blooming- 
dale's  in  Phoenix?  A  bar  based  on  the 
television  show  "Cheers"  in  Detroit? 
A  Maryland  crafts  store  in  Baltimore? 
A  plush  Crab  Pot  restaurant  in  San 
Francisco?  Make  no  mistake  about  it: 
These  are  all  at  the  airport,  helping  to 
distinguish  one  from  another. 

America's  air  terminals  are  changing 
in  dramatic  ways.  The  humdrum 
sameness  is  being  replaced  by  the  un- 
expected— stores  with  style,  restau- 
rants that  actually  give  people  a  rea- 
son to  walk  in.  and  exercise  facilities 
to  help  work  off  that  meal.  And  for 
business  travelers  with  precious  little 
time  to  appreciate  this  gentrification. 
familiar  fast-food  outlets  are  popping 
up  in  American  terminals  at  a  rate  not 
previously  seen. 

What's  prompting  this  trend?  Some 
observers  say  that  the  old-guard  man- 


There  may  not  be  a  Bloomingdale's  right  in  Phoenix,  but  there  is  one  at  the  airport. 


agement  that  ran  airports  like  military 
bases  is  being  replaced  by  a  new 
breed  of  marketing-savvy  executives 
who  want  to  make  money  while  more 
aggressively  catering  to  the  public  and 
promoting  their  airports. 

"It's  a  very  simple  reason  why." 
says  Robert  Dorfman.  executive  vice- 
president  and  general  manager  of 
Host  International,  a  division  of  the 
Marriott  Corporation  that  runs  con- 
cessions in  52  airports  (the  most  in  the 
nation).  "Our  industry,  the  conces- 
sionaire, believed  it  had  a  captive  au- 
dience. We  put  into  the  airports  what 
we  wanted,  not  what  the  customer 
wanted." 

Times  have  changed:  Today,  the 
customer  is  utmost  in  the  minds  of 
food  vendors  and  shopkeepers.  Dorf- 
man says.  The  result  is  that  stores 
have  more  unusual  items  to  offer  and 
some  restaurants  have  more  character. 
As  for  the  introduction  of  Burger 
King.  Dunkin'  Donuts.  Pizza  Hut. 
and  the  like,  the  thinking  there  is  to 
provide  food  that  is  familiar  and  con- 
sidered a  good  value.  No  more  nonde- 
script, soggy  burgers  for  S6.50. 


"There's  a  certain  amount  of 
ety  in  airports:  people  want  so 
thing  comforting."  says  Lee  Xich 
of  Los  Angeles  International  airpol 
"They  Find  names  they  know  coi 
forting.  That  way.  they're  sure  of  wr 
they'll  get." 

Bloomingdale's  has  an  even  simpl 
answer  for  why  it's  in  airports:  "T 
Bloomie's  Express  shop  stems  fro 
our  New  York  City  store,  where  foi  - 
percent  of  our  business  comes  fro 
tourists,"  says  Ann  Stock  for  the  d 
partment  store.  "People  know  t 
Bloomingdale's  name.  It  sells  in  t 
airport." 

Here's  where  Bloomie's  is  sproutii 
up.  as  well  as  some  other  interesti 
hot  spots  in  airport  terminals  that  w 
make  getting  from  point  A  to  point 
a  bit  more  interesting. 

Bloomingdale's  opened  its  fir 
Bloomie's  Express  at  New  York 
Kennedy  airport  near  the  duty-fn 
shop  in  the  Pan  Am  building  in  19£ 
and  then  a  second  one  at  Kennedy 
international  arrivals  terminal,  fc 
lowed  by  stores  in  the  Phoenix.  Bal 
moreAVashington  International,  ar 
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Thel  \%  to  Rent  a  Can* 


More  than  just  fast,  Hertz*!  Club  GokTis  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service,"  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy. Your  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way. 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
Agent  or  Hertz  at  1-800-654-3131. 
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a  dav 


Lincoln  or  similar  car 


Optional  LDW  $13 
a  day  or  less 


Hertz  rents  Fords  and  other  fine  cars. 

(  REG  US  PAT  OFF  C  HERTZ  SYSTEMS  INC  mi 


AMERICA'S  WHEELS 
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Cleveland  airports.  Another  is  slated 
for  Charlotte;  there  are  plans  to  open 
five  stores  a  year  for  the  next  five 
years,  according  to  Stock. 

These  shops  feature  novelty  items 
like  the  "Bear  Hugs  and  Kisses"  as- 
sortment of  chocolate  bears  and  Her- 
shey's  Kisses.  They  stock  Bloomie's 
logo  bags,  sweatshirts,  T-shirts,  and 
exercise  clothes.  Anything  for  a  life  on 
the  go. 

Moving  south  from  the  glitzy  retail 
magnet  of  New  York,  tucked  inside 
Baltimore/Washington  airport  is  a 
more  local  kind  of  shop.  The  Chesa- 
peake! store  (near  the  ticketing  area 
in  the  main  terminal)  carries  crafts 
made  in  the  state,  sauces  to  go  with 
any  style  of  Maryland  crabs,  cook- 
books to  help  prepare  those  crabs,  and 
things  to  ease  life — or  a  visit — along 
the  bay,  such  as  rain  gear.  The  store  is 
run  by  Marriott's  Host  company. 

At  National  airport  in  Washington, 
D.C.,  a  favorite  capital  city  night  spot 
has  moved  into  the  terminal.  Anton's 
Raw  Bar  &  Grill  serves  fresh  shellfish 
and  other  good  old  American-style 
food.  Waiters  wear  cummerbunds  and 
bow  ties.  It's  a  cut  above  w  hat's  found 
in  most  airports,  says  Richard  Cries- 
bach  of  the  Metropolitan  Washington 
Airports  Authority. 

In  case  a  traveler  forgets  to  pack  a 
book  before  heading  for  the  plane, 
Benjamin  Books,  which  got  its  start  at 
National  12  years  ago,  has  spread  to 
about  25  airports  across  the  country. 
It's  much  like  \\ aldenbooks,  with  a 
wide  selection  of  fiction  and  nonfic- 
tion.  The  store  reviews  current  best- 
sellers in  the  airport's  very  ow  n  maga- 
zine, The  Washington  Flyer. 

Out  west,  the  pride  of  Texas  is  evi- 
dent, scattered  widely  about  the  Dal- 
las/Fort Worth  airport.  A  visitor  can't 
miss  the  Classic  Yellow  Rose  of  Texas; 
this  store  is  chock-full  of  western  ap- 
parel. That  means  cowboy  boots, 
string  ties,  and  cowboy  shirts  and 
hats.  This  place  could  have  been  John 
Wayne's  haberdashery.  After  a  stop  at 


Revealing  much  about  the 
areas  they  serve,  businesses  M 
the  Classic  Yellow  Rose  of 
Texas  cater  to  shoppers  at 
D/FW  (left),  while  the  food 
the  Crab  Pot  at  San  Franc 
International  is  way-above\ 
average  airport  fare  (belowl 


the  Rose,  saunter  over  to  any  of  the 
four  Paradies-Pugh  western  souvenir 
shops  run  by  Jethro  Pugh,  formerly  of 
the  Dallas  Cowboys,  to  pick  up 
jalapeno  jelly  or  chili  mix.  If  you're 
hungry,  try  the  Texas  Cafe  ox  Taste  of 
Texas,  both  of  w  hich  offer  down-home 
cooking.  Then  there's  the  Best  of 
Texas,  a  shop  with  items  that  have 
made  the  state  famous,  like  bluebon- 
net  seeds — or  the  Texas  Executive 
Shop,  w  hich  stocks  desk-size  oil  rigs 
and  a  million  bucks  in  a  bucket. 

m  a  c  k  in  the  middle  of 
D/FW — the  nation's  largest  air- 
port— and  near  the  control  tow- 
er, is  the  Hyatt  Bear  Creek  Golf  and 
Race | net  Club.  'Two  golf  courses  sit  at 
the  end  of  the  runways,  and  if  travel- 
ers have  time,  they  can  hop  on  a  bus 
and  tee  it  up  for  a  round  of  golf  while 
they  wait  for  their  connections.  Other 
options  include  racquetball  and  ten- 
nis, working  up  a  sweat  in  the  spa, 


getting  a  haircut,  or  stopping  by  q 
communications  center  to  use  a  cc 
puter  or  send  a  fax.  Facilities  are  op| 
to  all  travelers,  for  a  fee.  Racquet  a 
golf  equipment  can  be  rented 

Denver's  Stapleton  Internatiol 
airport  rivals  Dallas  in  shops  for  wej 
ern  attire,  but  no  other  airport  ha 
museum  devoted  to  children  t 
even  adults  can  enjoy — a  self-p 
claimed  "interactive  family  learni 
environment."  Exhibits  on  health, 
ography,  and  designing  clothes 
featured. 

Who  said  Chicago's  O'Hare  Int 
national  airport  is  an  impersoi 
place?  At  O'Hare,  Dobbs  Houses  Iri 
another  large  concessionaire,  took  q] 
idea  of  clustering  fast-food  restaural 
found  in  malls  and  gave  it  a  new  twl 
The  names  leave  no  doubt  a s  I 
what's  on  the  menu:  Mexican-inl 
Minute,  Fast  Far  East,  Bun-on-trl 
Run,  Deli-in-a-Hurry,  Hasty  Past! 
Ice  Cream  Express,  and  Lightnil 
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The  FAA  Is  Already  Looking  Forward 
To  The  Day  These  Kids  Are  Grown. 


i 

Even,'  year,  more  people  travel  by  air.  And  even' 
year,  our  air  traffic  system  gets  pushed  a  little  harder.  As 
this  trend  continues,  we  need  to  ensure  that  our  future  air 
traffic  system  will  be  able  to  accommodate  tomorrows 
travellers. 

The  Federal  Aviation  Administration  has  developed 
a  visionary  plan  to  meet  that  challenge— a  plan  for 
"Moving  America  into  the  21st  Century." 

It's  a  vast,  far-reaching  program  that  not  only 
modernizes  the  air  traffic  svstem  todav.  it  also  looks  ahead 

y  J  1 

to  the  needs  of  future  svstem  users.  Our  air  traffic  svstem 

J  J 

must  be  more  internationally  compatible,  exploit  new  and 
emerging  technologies,  and  must  improve  the  present 
svstem— while  in  use. 

And  that's  just  what  the  FAA's  program  does.  It's 
primary  focus,  for  example,  is  to  integrate  weather,  navi- 
gation, landing,  communications  and  surveillance  systems, 
using  global  computer  and  satellite  technology. 

The  FAA  has  a  flight  plan  for  the  future  already  in 
place.  Were  proud  that  Martin  Marietta  can  be  part  of  the 
team  that  will  help  make  it  fly. 
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Lounge,  found  in  the  United  termi- 
nal. On  a  more  sophisticated  note. 
Dobbs  also  runs  a  store  at  O'Hare 
with  a  vast  selection  of  domestically 
produced  wines.  Wines  of  America,  up- 
stairs in  the  main  domestic  terminal, 
stocks  vintages  from  such  unlikely 
climes  as  Hawaii  and  Rhode  Island, 
plus  a  broad  array  of  bottles  from  Cali- 
fornia. New  York,  and  Oregon. 

Cleveland  and  Detroit  host  thou- 
sands of  business  travelers  every 
week,  and  Marriott  is  using  their  air- 
ports as  laboratories  for  its  new  ideas. 
At  Hopkins  International  in  Cleve- 
land. Host  is  trying  out  a  store  that 
may  become  a  national  chain.  The 
Cockpit  sells  World  War  II  aviator 
clothes  and  accessories.  Alongside 
Bloomie's  Express  will  be  Jukebox 
Junction,  with  wares  from  the  yet-to- 
be-built  Rock  and  Roll  Hall  of  Fame, 
and  other  retail  outlets  that  reflect  the 
area.  Marriott  copied  the  "Cheers" 
bar  from  the  television  series,  com- 
plete with  stools  and  the  signature 
awning,  and  placed  versions  in  De- 
troit Metropolitan  airport  and  in  Min- 
neapolis/St. Paul  International  airport. 


Other  stores  to  come  from  Mar- 
riott's Host  are  the  result  of  a  venture 
with  the  National  Wildlife  Federation 
modeled  after  the  Nature  Company, 
another  with  Ringling  Bros,  and  Bar- 
num  &  Bailey  Circus,  and  a  third  with 
Warner  Brothers. 

As  the  shopping  in  air  terminals  be- 
comes more  upscale,  the  trend  in  eat- 
ing is  toward  the  familiar.  In  years 
past,  the  rents  airport  landlords 
charged  prohibited  concessionaires 
from  running  quick-bite  franchises. 
Now.  the  emphasis  is  less  on  the  bot- 
tom line  and  more  on  providing  peo- 
ple with  well-known  products. 


Nathan 's  Famous  in 
Phoenix  (top)  is  a 
fast- food  success: 
Benjamin  Books  at 
DIFW  (left)  makes 
the  time  between 
flights  go  quickly. 
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The  list  of  what  a  traveler  will  fi 
is  long,  ranging  from  TCBY  yogurt 
Mrs.  Fields  Cookies  and  Vie 
France — many  of  the  same  kinds 
restaurants  seen  along  highways  or 
shopping  malls.  This  doesn't  me;  I 
though,  a  sit-down  meal  with  lin 
served  by  waiters  and  waitresses  is 
tinct.  There  are  some  noteworthy  a  \ 
port  restaurants  that  often  feature 
gional  cooking:  the  Theme  Room  in  L  I 
Angeles,  found  above  the  four  arch  [ 
in  the  main  building;  DC3.  known 
a  choice  place  for  a  business  trave 
to  have  a  drink  at  nearby  Santa  Moi 
ca  airport:  Beauregard's  (which  hig 
lights  an  award-winning  wine  list) 
Orlando's  airport:  the  Crab  Pot,  wi 
an  array  of  seafood  dishes  in  S 
Francisco:  the  First  Flight,  servi:  I 
continental  cuisine  at  the  Raleig 
Durham  airport:  and  the  Sign  a  til 
Room  for  smoked  salmon  or  poach] 
Fish  at  the  Denver  terminal. 

Among  all  this  new  variety  at  ti 
airport  there  are  bound  to  be  a  ft  '- 
casualties.  One  good  idea  that  laso 
only  a  few  years  was  the  Museu 
Shop  at  Washington  National.  TU 
store  carried  items  from  the  Smiths . 
nian.  the  Library  of  Congress,  air 
the  National  Archives.  Wonderf  I 
things,  not  enough  interest.  TP 
short-lived  indoor  golf  driving  ran,: 
at  Denver's  Stapleton  suffered  a  sin 
lar  fate.  Still,  the  tide  is  clearly  tur 
ing,  and  business  travelers  have  son 
good  reasons  to  linger  a  bit  in  airpoi 
these  days. 
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"he  language  may  be  difficult, 
"he  food  may  be  different, 
"he  customs  maybe  unfamiliar. 
Jut  making  a  phone  call  back  to  the 
:es  can  be  easy. 

ust  dial  the  special  AT&T  USADirect® 
ess  number  for  the  country  you're  in. 
Within  seconds,  you're  in  touch  with 
AT&T  Operator  in  the  U.S.  who  can 
p  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory 

AT&T  USADirect  Sen  ice 

Your  express  connection  to  AT&T  service 


90  AT&T 


AT&T 

The  right  choice 
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Never  Out  of  Touch 


CAR  RENTAL  COMPANIES  ENTER  THE  CELLULAR  AGE 


rom  the  moment  a 
business  traveler 
climbs  into  his  or 
I  her  rental  car  to  the 
hour  of  that  first  appoint- 
ment, anything  can  hap- 
pen. It's  often  a  black  hole 
of  time  where  the  unex- 
pected impedes  progress: 
There  are  badly  timed 
traffic  jams,  breaking  de- 
velopments back  at  the 
home  office,  or  appoint- 
ments that  get  canceled  at 
the  last  minute. 

As  a  way  to  keep  travel- 
ers in  touch,  car  rental  companies 
have  begun  to  offer  cellular  phones, 
either  the  portable  kind  or  those  in- 
stalled in  the  vehicle.  Three  renters — 
Avis,  Budget,  and  Hertz — provide  the 
bulk  of  the  service,  while  other  agen- 
cies play  a  much  more  limited  role. 
Still,  now  more  than  ever,  business- 
people  are  finding  that  driving  time  is 
no  longer  wasted  time. 

"There's  a  general  trend  in  corpo- 
rate America  toward  increased  pro- 
ductivity, and  business  travelers  are 
being  encouraged  to  make  the  most 
of  their  travel  time,"  says  David  Mc- 
Cann,  managing  editor  of  Business 
Travel  News. 

And  with  today's  increased  offer- 
ings, a  telephone  in  the  car  keeps 
people  only  a  call  away.  Here's  w  ho  to 
call  for  a  phone  on  the  road: 

Last  year  Avis  (800-331-1212)  be- 
gan installing  cellular  phones  in  its 
midsize  and  larger  cars  at  three  major 
American  airports.  These  phones  are 
available  in  approximately  750  cars  in 
Chicago,  390  in  Los  Angeles,  and  200 
in  San  Francisco.  Plans  call  for  700 
units  in  New  York  in  coming  months. 
In  the  future.  Avis  hopes  to  have 


phones  for  rent  in  the  airports  of  the 
country's  22  largest  cities. 

Mobile  phones  are  placed  in  Avis's 
larger  automobiles  because  more  busi- 
nesspeople  rent  those  models,  accord- 
ing to  company  spokesperson  Ray 
Noble.  A  car  with  a  phone  can  be  re- 
served at  any  time,  although  Avis  cau- 
tions that  it  cannot  guarantee  that  this 
convenience  will  be  available  when 
the  traveler  arrives. 

The  Garden  City,  New  York-based 
agency  doesn't  charge  for  the  phone 
itself,  but  the  local  telephone  compa- 
ny will  bill  $1.75  per  minute  of  use 
plus  prevailing  long-distance  rates.  To 
use  the  phone,  a  traveler  swipes  a 
special  card  (which  comes  with  the 
phone)  through  a  slot,  much  like  he 
would  in  many  of  the  new  credit-card 
pay  phones.  As  with  the  other  car 
rental  companies,  the  talking  range  of 
\\  is's  phones  varies  depending  on  the 
local  satellite  capabilities.  For  in- 
stance, in  the  Los  Angeles  area  a  mo- 
bile phone's  range  is  about  500  miles. 

Budget  (800-527-0700)  started  ex- 
perimenting with  cellular  phones  in 
1983.  Since  then,  the  company  has 
gone  full  steam  ahead  in  providing 


portable  phones  for  l 
customers.  It  has  6§ 
phones  for  rent  at  30  f 
the  country's  major  a|? 
ports,  with  availabilijf 
in  such  high-demail 
places  as  Los  Angek, 
Chicago,  and  Wet 
Palm  Beach. 

In  Chicago,  install! 
phones  with  a  speak<- 
phone  capability  are  bh 
ing  tested  for  their  pop- 
ularity. But  in  all  othr 
instances,  a  portabi 
phone  is  the  way  Bu- 
get  has  tried  to  make  business  travl 
more  convenient.  These  phones  cm 
be  rented  with  any  size  car;  all  a  tra» 
eler  must  do  is  reserve  one  when  & 
serving  the  car. 

Costs  vary:  In  Los  Angeles  an 
West  Palm  Beach,  a  portable  phol 
rents  for  $5.95  a  day  plus  $1.45  pr 
minute  of  use  and  any  long-distanl 
charge.  In  Phoenix,  that  same  phol 
is  $3  a  day  with  a  $1.25-per-minu| 
charge.  Budget  plans  to  expand  tl?: 
service  to  smaller  cities  as  customs 
demand  it;  in  the  meantime,  ask  tl 
rental  agent  if  phones  are  available  i 
the  desired  city.  Also,  no  matter  whii' 
company  you  rent  from,  remember  i 
get  the  phone  number  for  til 
portable  phone — a  client  just  mig: 
need  it. 

Hertz  (800-654-3131)  offers  boi 
portable  and  installed  phones,  thouji 
not  always  in  the  same  city.  In  all,  tli 
company  has  10,000  phones  for  ret 
in  most  major  airports  from  Boston  I 
San  Diego  and  from  Miami  to  Seattl. 
Plans  call  for  many  more  phones  I 
be  added  to  the  fleet  over  the  ne: 
five  to  six  years  due  to  the  great  poj- 
ularity  of  the  option,  according  ) 
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"You're  going  to  do 
what  to  the  cellular  phone 
in  this  commercial?  Run 
over  it  with  a  golf  cart?  I 
sure  hope  you  guys  know 
what  you're  doing." 

That  was  Lee  Trevino's 
reaction  when  he  was  told 
the  kind  of  abuse  that  was 
in  store  for  the  Motorola 
Micro  T-A-C™  Digital  Personal 
Communicator  during  the 
shooting  of  his  first  commer- 
cial for  Motorola. 

Well,  not  only  was  the 
Micro  T-A-C  able  to  with- 
stand the  pressure  of  a 
heavy  golf  cart,  but  its  dura- 
bility thoroughly  impressed 
LeeTrevino. 

"I  saw  the  Micro  T-A-C 


dropped,  bumped,  thrown 
and  muddied,"  said  Trevino. 
"They  did  just  about  every- 
thing," he  added,  "but  hit  it 
off  a  tee  with  a  three  wood. 
Yet,  after  all  that  abuse,  it 
performed  like  a  champ.  It's 
obvious  that  the  Motorola 
cellular  phone  is  put 
together  to  stay  together" 


"A  lot  of  people 
call  me  a  dur- 
able player," 
concluded 
Trevino,  "and 
if  I  continue 


to  he  Id  ip  _o  wgll 
as  my  Motorola 
phone,  1  li 
be  on  the 
tour  lor  a  v<  -  , 
long  time 


MOTOROLA 


The  way  we  put  them  together  sets  us  apart 


Testimonial  reflects  aclual  events  (M)  Motorola  and  Micro  T-A-C  Digital  Personal  Communicator  are  iraaemarksol  Motorola  Inc  ©  1W1  Motorola  Inc  I  800-331-6456 


All  these  will  get  you  there. 


EUROPE  USA& 

mm 


PACIFIC 
RIM 


CITIES 


Only  these  will  get  you  ahead. 

Packed  with  business  savvy  and  travel  expertise.  Encyclopedic  in  scope,  yet 
lightweight.  As  easy  to  handle  as  The  Journal  itself.  Airport  transport,  hotels, 
conference  centers,  restaurants,  health  clubs,  night  clubs,  shopping  and  much 
more — The  Wall  Street  Journal  Guides  to  Business  Tra\  el  give  you  every  thing  you 
need  to  stay  on  time,  on  track,  and  on  top  in  today"s  business  world.  Now  at 
bookstores,  or  order  direct  by  calling  1-800-733-3000  and  mention  010-10-177) 

 Introducing...  

THE  WALL  STREET  JOURNAL  GLIDES  TO  B'  crNESS  TRAVEL 

Travel  guides  that  mean  business 
Fodor's 


Lotte,  The  MP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


m 

HOTEL  LOTTE 


Member  in  Seoul.  Korea 


We're  pleased  th2i  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most 
"Discrete  and  unobtrusive."  in  Mr  Moore"?  words 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lotte  they  find  excellence  in  service  and  facilities 

Shouldn't  the  Lone  be  vour  hotel  in  Seoul ' 
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Hertz  spokesperson  Susan  Carney. 

As  with  Avis.  Hertz  has  install 
phones  in  its  midsize  and  larger 
Those  may  be  reserved,  but  aga 
not  guaranteed.  If  they  aren't  av; 
|  able,  a  portable  phone  may  be, 
again,  a  traveler  should  check. 

Rates  for  a  portable  phone  are  St 
a  day.  plus  SI. 65  per  minute  of 
However,  this  per-minute  charge 
be  different  in  some  cities,  suchl 
New  York,  where  the  cost  is  $1.1 
Hertz  doesn't  charge  for  install 
phones  unless  they  are  actually  usl 
In  that  case.  Si. 25  per  call  plus  SI 
per  minute  is  charged.  Again,  a  tra\ 
er  can  access  the  phone  by  slidin 
credit  card  through  it. 

National  (800-CAR-RENT)  fi 
offered  cellular  phones  in  Dallas  a 
Houston  in  1987.  and  found  that  th< 
was  little  demand  for  them.  In  face 
only  rents  phones  today  in  Los  Anj 
les  and  Denver,  at  $5.95  a  dav  a 
Si. 45  per  minute  of  use. 

Likewise,  Alamo  (800-327-96. 
and  Thrifty  (800-FOR-CARS)  fou 
that  few  of  their  customers — in  gen 
al  a  more  budget-conscious  lot  than 
some  of  the  other  companies — wa 
ed  to  rent  mobile  phones.  Addition 
lv.  Liz  Clark  of  the  Fort  Lauderda 
based  Alamo  says  that  customs 
often  found  these  particular  phor 
too  cumbersome. 

Whatever  the  preference.  busin< 
travelers  who  need  to  stay  in  tou 
with  customers  and  their  offices  m 
have  a  bevy  of  options.  The  days 
braving  howling  rain,  sleet,  or  snow 
a  gas  station  phone — not  to  menu 
shouting  over  barreling  trucks — £ 
historv  for  those  who  want  this  add 
convenience. 


he  Frequent 

:raveler 


"he  Case 
or  Leather 

HE  FINEST  IN  BRIEFCASES  HAVE  STOOD 
HE  TEST  OF  TIME 


Ieather  briefcases.  For  some, 
they  are  merely  necessary 
baggage — a  trusty  utilitarian 
box,  bag,  or  satchel  that  con- 
ys  the  paper  world  of  work.  For 
Hers,  they  represent  an  integral  part 
a  carefully  wrought  image  and  may 
oject  dependability,  authority,  or 
?zazz.  The  briefcase's  purposes  are 
varied  as  the  shapes  and  forms  it 
s  taken  over  time. 

"A  briefcase  is  an  essential  business 
cessory,  and  an  expression  of  your 
ste,"  says  Michael  Root,  general 
inager  of  T.  Anthony  in  New  York 
ty.  "If  you're  going  to  take  the  time 
buy  an  expensive  suit,  shoes,  and 
ncoat,  carrying  a  badly  made  case 
n  ruin  your  appearance." 
The  choices  can  be  daunting.  From 
itter-soft,  silky  Italian  leathers,  stal- 
irt  English  cases,  and  sleek  German 
signs  to  the  American  marriage  of 
acticality  and  verve — and  the  many 
nations  in  between — there  is  an 
erwhelming  number  to  winnow 
rough. 

Prices,  too,  run  the  gamut  from  a 
w  hundred  dollars  to  several  thou- 
nd.  If  the  standard  calfskin  brief- 
se  seems  too  run-of-the-mill,  there 
an  alligator  attache  case  available  at 
Anthony  for  $6,000  that  warrants 
me  notice. 

The  traditional  attache  case — a 
ctangular  box  in  varying  widths — is 
11  very  much  with  us.  But  equally 
ipular  are  the  softer  flap  briefcases, 
lich  fold  over;  the  brief  bag,  remi- 
scent  of  a  stiff  school  bag  that 
inds  upright  when  placed  on  the 
)or;  and  the  top-zippered  envelope 
f\c  with  retractable  handles.  Many 
vners  also  buy  a  smaller  second 
se — usually  an  underarm  envelope 


While  Louis  1  uitton 
is  known  for  its 
traditional 
briefcases,  its 
■versatile  underarm 
envelope  shown  here 
has  also  become 
popular 

version  for  days  when  fewer  docu- 
ments are  needed. 

Few  generalizations  can  be  made 
regarding  style  preferences,  although 
bankers  and  lawyers  tend  to  like  the 
attache  case  or  the  brief  bag,  which, 
with  three  or  more  gussets  or  sections, 
can  hold  a  great  deal.  Neither  sex  fa- 
vors a  certain  shade  of  case,  mer- 
chants report.  Although  some  women 
do  buy  attache  cases,  most  prefer  the 
softer  styles,  particularly  those  which 
have  shoulder  straps.  More  and  more 
men,  as  well,  are  requesting  detach- 
able straps.  And  some  models,  like 
Louis  Vuitton's  striking  "President" 
attache  case,  punctuated  with  brass 
trim  and  studs  and  ranging  in  price 
from  $2,400  to  $3,200,  are  most  popu- 
lar with  those  in  politics,  fashion,  en- 
tertainment, and  with  others  who  do 
not  mind  a  little  attention. 

Selection  of  a  particular  style  is  in- 
fluenced not  only  by  personal  taste 
but  by  function.  Most  important  is  to 


establish  how  much  abuse  the  case 
will  receive.  "Businesspeople  who  are 
hard  on  their  shoes  may  also  be  diffi- 
cult on  their  cases,"  says  Root.  Some 
leathers,  like  bridle  hide,  survive  the 
constant  hurly-burly  of  being  tossed 
in  a  corner  or  used  as  a  footrest  better 
than  others. 

Another  practical  matter:  While 
leaving  a  case  out  in  a  storm  is  not 
recommended,  all  leathers  are  condi- 
tioned to  withstand  a  little  rain.  Some, 
such  as  fine  Italian  calfskin,  require 
more  delicate  handling  than,  say,  a 
heartier  belting  leather.  But  regard- 
less of  the  type  of  leather,  it's  impor- 
tant not  to  let  moisture  soak  into  a 
case  and  to  wipe  it  completely  dry  as 
soon  as  possible. 

Size,  weight,  and  design  are  impor- 
tant considerations,  especially  for  the 
business  traveler.  "Think  about 
whether  you  want  an  attache  case  that 
opens  on  your  lap,  or  one  that  stands 
up  that  you  dip  into,"  suggests  David 


Absolute 
efficiency. 
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T.  Anthony  offers  tm 
distincth.  t  looks  cjS 
drop  handle,  pom 
f  and  slim  briefcases  m 
to  right),  while  the 
Cross  attache  i 
portfolio  and  hat 
briefcase  (following  pet 
have  been  corpoA 
fejvoritt  1 1 
deca\ 


Pure 
luxury. 


At  Fe  Meridien  doing  business  is  made 
easy  b\  our  enviably  central  locations 
and  consummately  professional  staff, 
f  orgetting  business  is  similarly  effort- 
less thanks  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  W  ho  savs  fining  business  can  t 
be  a  pleasure':'  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L'lm  itation. 
our  Irequent-guest  program. 

MERIDIEN 

The  service  you  expect. 
NASSAU.  BAHAMAS 
NEW  ORLEANS 

SAN  DIEGO 
SAN  FRANCISCO 

Travel  Companion  of  Air  F  rance 
Over 50  Hotels  and  Resorts  Worldwide 

In  North  America:  Boston  •  Chicago •  Montreal  •  Nassau. 
Bahamas  ■  New  Orleans  -  New  York  '  Newjxirl  Beach 
San  Diego* San  Francisco-  Vancouver 


ligden,  gener: 
manager  of  Crouch  &  Fitzgerald  in 
New  York  City.  Usefulness  was  the 
primary  factor  that  influenced  Jane 
Owen,  a  product  manager  at  Colgate- 
Palmolive,  to  buy  a  soft  briefcase  that 
has  retractable  handles  and  opens  at 
the  top.  "My  case  is  really  light."  says 
Owen,  who  goes  on  frequent  business 
trips.  "When  I'm  sitting  on  a  plane.  I 
like  the  fact  that  I  don't  have  to  pick 
up  the  case  and  lay  it  flat  each  time  I 
want  to  open  it.  I  can  just  reach  down 
and  get  my  papers  with  no  problem." 

nteriors  too.  differ  enormously. 
Made  of  leather  or  cloth,  some 
feature  elaborate  filing  systems 
and  dividers,  as  well  as  areas  for  calcu- 
lators and  pens.  Is  that  important,  or  is 
it  preferable  to  have  the  unrestricted 
space  to  be  able  to  throw  in  a  book  or 
two?  For  many,  expandability  has  be- 
come a  necessity,  as  the  briefcase  is 
now  the  repository  for  more  than  just 
papers:  Notebook-size  computers, 
running  shoes,  and  portable  compact- 
disk  players  are  just  a  few  of  the  items 
regularly  transported.  "The  interior  of 
a  briefcase  can  be  the  deciding  factor 
in  a  customer's  decision."  says  John 
Fhrlich,  chief  executive  officer  of 
Mark  Cross,  w  hich  operates  1°-  leather 
goods  stores  across  the  country.  Re- 
cently. Fhrlich  has  noticed  that  buy- 
ers are  less  interested  in  trappings 
like  pen  and  credit-card  holders, 
which  take  up  valuable  space. 
"They're  more  interested  in  being 
able  to  carrv  a  lot  of  papers."  he  savs. 
The  Final  mark  of  ownership  is  the 


nstallation  of  gold 
initials  on  the  case — both  as  a  way 
displaying  one's  monogram  and  a: 
means  of  identification.  Most  ci 
tomers  request  this  crowning  flouri 
and  stores  charge  only  a  negligible  1 
or  none  at  all  for  this  service 

For  those  w  ho  are  given  a  briefc; 
as  a  present,  there  is  no  decisionm 
ing  process.  Fortunately,  it  often  tui 
out  to  be  a  perfect  fit.  Alex  Dye 
partner  in  the  law  firm  LeBoet 
Lamb.  Leiby  cv  MacRae,  in  N< 
York  City,  was  given  a  Mark  Crc  . 
brief  bag  by  his  parents  when  he  gr; 
uated  from  law  school  ten  years  a 
"At  the  time.  I  had  no  idea  about  t 
differences  between  briefcases.  B 
this  case  has  stood  up  well;  it's  ev 
survived  being  attacked  by  a  cai 
The  onlv  repair  has  been  to  repla 
the  handle,  which  the  store  did  wii 
out  charge. 

Those  less  lucky  w  ith  their  first  c 
es  may  experience  the  frustration 
trial  and  error  as  they  go  through  o| 
after  another.  How  long  a  case  la 
has  little  to  do  with  the  sty 
Longevity  is  a  result  of  the  quality 
the  grade  of  leather  selected  and  h 
it  is  prepared.  All  leathers  are 
equal.  "The  sturdiest  case  we  carry! 
an  overlap  style  four  inches  wide  tit 
consists  of  one  thick  piece  of  tol 
grain  English  leather  made  by  hal 


IAL  ADVERTISING  SECTION 


us  in  England,"  says  Root.  The 
her  used  is  bridle  hide — originally 
d  to  make  saddles  and  bridles, 
ile  most  leather  briefcases  are 
ie  around  a  wooden  frame,  this 
her  is  so  strong  that  no  frame  is 
j  at  all.  Also  remarkably  durable  is 
:ing  leather,  which  was  originally 
i  as  an  integral  part  of  machinery, 
teve  Jablonski,  an  investment 
nselor,  has  carried  his  hand- 
led English  case  since  1977.  He 
s  the  case  because  it  stands  up  ad- 
ably  to  its  daily  battering  on  the 
n.  "It's  aged  very  well,  and  the 
her  actually  has  acquired  a  richer 
over  time,"  he  says.  At  $1,200,  it 
significant  investment,  but  one 
:  will  be  long-lived.  A  machine- 
le  case  made  of  the  same  leather 
ild  cost  $575. 

ther  features  that  may  increase 
i  the  quality  and  the  cost  of  a  case 
the  locks  and  the  hinges.  Solid 
is  locks  and  fittings  are  preferred 
are  the  longest  lasting.  The  ma- 
:y  of  case  carriers  seem  to  choose 
ibination  locks  rather  than  having 
:arry  a  key.  The  most  reliable 
*e  is  a  piano  hinge — one  that  runs 
length  of  the  back  of  the  case — or, 
rnately,  full-sewn  leather  hinges, 
/hether  the  favored  piece  is  a  sim- 
but  elegant  tan  briefcase  from 
ich  Leatherware  or  a  pigskin  at- 
16  from  Gucci,  there  is  one  impor- 
:  rule  of  thumb:  Never  underesti- 
e  the  role  of  the  handle — above 
rise,  it  must  be  comfortable.  If  not, 
will  end  up  leaving  it  in  the  closet 
ome.  After  all  that  effort.  □ 


WELL  ROUNDED  NUMBERS 


These  are  just  some  of  the  numbers  that  identify  the 
planes  in  VARIG's  vast  fleet.  Latin  American  carriers  have 
recently  ordered  38  new  aircraft— 29  of  these  were  ordered 
byVARIG. 

All  of  our  equipment  is  maintained  with  the  newest  most 
effective  technologies  available  today.  All  are  enthusiastically 
endorsed  by  not  only  VARIG's  legion  of  passengers,  but  by 
our  pilots  and  crews  as  well. 

VARIG  flies  throughout  South  America  and  to  no  less  than 
43  cities  in  33  countries  on  5  continents  and  is  one  of  the 
world's  20  largest  airlines. 

Together  all  these  impressive  numbers  add  up  to  VARIG, 
the  number  one  airline  among  business  travelers  to  Brazil, 
who  demand  and  appreciate  excellence. 

Everything  you  wished  an  airline  was,  VARIG  is.  We  serve 
Brazil,  the  rest  of  South  America  and  Japan  with  31  flights  a 
week  from  North  America. 


The  World  Class  Airline  of  Brazil 
Since  1927 


The  best  way  to  travel  to  Europe 

is  with  people  who  are  well  connected. 


Any  experienced  traveler  will  tell  you  the  best  way 
to  travel  to  Europe  is  with  a  native.  And  since 
Lufthansa  Is  located  right  in  the  heart  of  it,  you 
could  say  no  one  is  in  a  better  position  to  take  you 
there.  In  fact,  we  have  88  European  destinations, 
many  more  than  all  U.S.  airlines  combined. 
Which  means  there's  always  an  experienced 
Lufthansa  staff  nearby  to  help  with  almost  any- 
thing, including  last-minute  travel  plans,  advice  on 
where  to  take  a  client  fordinner,  even  to  tell  you 
which  road  leads  to  Rome.  Combine  that  with 
Lufthansa's  unparalleled  on-board  service  and 
you'll  understand  why,  at  Lufthansa,  we  offer  you 
the  best  flying  experience  anywhere  in  the  world. 


A  passion  for  perfection. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta, 
USAir  and  Continental  See  your  Travel  Agent  for  details 


e 


ANCIERSI 


INSELTOWN'S  BUSIEST 
ATHER-AND-SON  ACT 


arvin  and  John  Davis  are  an  odd  couple,  but  they  both  love  deals 


t  was  not  the  kind  of  job  a  recent 
college  graduate  normally  gets.  But 
then,  John  Davis  wasn't  a  normal  col- 

re  graduate.  The  son  of  billionaire 

irvin  Davis  had  just  wrapped  up  his 
in  history  at  Bowdoin  College  and 

is  ready  to  work.  So 

>  father  pulled  him 

;ht  into  the  middle  of 

gotiations  to  buy  the 

ikiand  A's  baseball 

tm.  Davis,  then  all  of 
even  flew  to  Chicago 

•  one-on-one  meetings 

th  Charles  0.  Finley, 

s  team's  flamboyant 

ner. 

A.s  with  many  other 
irvin  Davis  forays,  no 
al  materialized.  But  the 
venture  served  to  hook 
in  Davis  on  dealmaking, 
d  a  father-son  team  was 
rn.  While  66-year-old 
irvin  still  makes  most  of 
!  decisions  at  Davis  Cos., 
in,  now  37,  is  pulling 
>re  of  the  strings.  An  odd 
uple  outwardly — Marvin 
s  the  scales  at  more  than 
)  pounds  while  John  is 
—they  seem  to  compr- 
int each  other.  "It's  sort  of 
i  yin  to  my  yang,"  says 
m.  "I've  got  the  Harvard 
;a  case-study  outlook,  and 

has  the  great  instincts  of 

entrepreneur." 
Entrepreneur  isn't  a  word 
it  comes  to  most  people's 
nds  when  they  think  of 
irvin  Davis  these  days, 
.ther  than  starting  busi- 
sses,  he  spends  most  of 
,  time  chasing  them.  Since 
85,  the  Davises  have 
mnted  unsuccessful  take- 
er  bids  for  a  number  of 
nerica's  best-known  com- 
nies  (table).  As  investors, 
ly  almost  always  walked 
ray  with  a  tidy  sum  when 
other,  higher  bidder 
tight  the  company.  Marvin 
ivis  "has  danced  around 


the  altar  more  than  anyone  else  in  Holly- 
wood," says  Jeffrey  B.  Logsdon,  enter- 
tainment analyst  with  Seidler  Amdec  in 
Los  Angeles.  "You  have  to  be  pretty 
skeptical  about  a  guy  who  never  seems 
to  take  the  plunge." 


ON  THE  TOWN:  JOHN  (WITH  WIFE 
JORDAN)  SCHMOOZES  WITH 
HOLLYWOOD'S  YOUNG  ELITE. 
MARVIN  (WITH  WIFE  BARBARA) 
THROWS  LAVISH  PARTIES 


THE  BIDS  AND  THE  BUYS 


1981 


1986 


1987 


1988 


1989 


1991 


After  selling  oil  properties,  Marvin  Davis  buys  Twentieth  Cen- 
tury-Fox Film.  Sells  it  four  years  later  for  gain  of  $325  million 
Offers  to  buy  CBS;  bid  rejected  as  too  low.  Pays  $136  million 
for  Beverly  Hills  Hotel,  sells  it  a  year  later  for  $200  million 
Bids  for  Resorts  International  and  shows  interest  in  Lorimar 
Telepictures.  Both  rebuff  him 

Offers  to  buy  Dallas  Cowboys  football  team,  but  backs  out  af- 
ter deeming  asking  price  too  high 

Bids  for  Northwest  Airlines  but  loses.  Launches  takeover  of 
United  Airlines,  drops  bid  when  UAL  rejects  increased  offer 
Having  sold  Pebble  Beach  golf  resort  the  year  before,  he  is  ru- 
mored to  seek  a  takeover  of  NBC  or  Continental  Airlines 


Still,  rumors  persist  that  Marvin  Davis 
will  soon  swing  a  major  deal.  The  main 
reason  is  that  last  year  he  sold  the  fam- 
ous Pebble  Beach  (Calif.)  golf  resort  for 
nearly  $1  billion.  Early  September's  ru- 
mor mill  had  the  Davises  interested  in 
Continental  Airlines  Inc.  or  NBC  Inc.  The 
network's  parent,  General  Electric  Co., 
insists  NBC  is  not  for  sale.  And  the  Da- 
vises have  since  backed  off  of  Continen- 
tal. But  John  Davis  promises  that  they 
are  willing  to  spend  big.  His  father  de- 
clined to  be  interviewed. 

To  keep  busy,  the  older  Davis  has  qui- 
etly begun  drilling  for  oil  in  Texas  and 
Louisiana.  With  longtime  partner  Myron 
Miller,  he  is  also  trying  to  line  up  inves- 
tors to  bid  on  hotels  and  commercial 
buildings.  "Buying  and  selling  gives 
Marvin  a  thrill,"  explains 
ex-partner  Thomas  J. 
Klutznick,  who  split  with 
Davis  in  April  to  develop 
real  estate  on  his  own. 
"He's  a  player,  and  he 
likes  people  to  know  that." 

HARD-WORKING.  Davis 

and  son  operate  from  a 
swank  two-floor  suite  in 
Los  Angeles'  Century  City 
section.  The  board  of  Davis 
Cos.,  which  meets  surround- 
ed by  a  floor-to-ceiling  mu- 
ral depicting  the  history  of 
the  Davis  empire,  includes 
John  and  Marvin  as  well  as 
his  younger  son  Gregg,  28. 
Gregg  focuses  mostly  on  the 
family's  real  estate,  including 
their    Sports  Connection 
health  club  chain  and  the  new, 
70%-leased   Water  Garden 
complex  in  Santa  Monica, 
Calif.  John  plays  a  bigger  part, 
both  in  selecting  takeover  tar- 
gets and  in  valuing  them. 

Bored  by  real  estate  and  oil 
deals,  John  Davis  is  most  com- 
fortable in  the  entertainment 
arena.  His  Davis  Entertainment 
Co.,  initially  bankrolled  by 
Marvin,  owns  three  TV  sta- 
tions and  produced  seven 
movies  last  year.  They  are 
mostly  low-brow  fare  such 
as  Predator  2.  This  year, 
Davis  Entertainment  has  six 
more  movies  in  production. 
John  recently  won  the  movie 
rights  to  the  best-selling 
novel  The  Firm,  and  he  is 
working  up  a  TV  movie  on 
the  KGB.  He's  also  venturing 
into  sports  programs,  includ- 
ing a  recent  NFL  season  pre- 
view on  ABC.  "He  works  his 
butt  off,"  says  mgm  Pathe 
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OLD  NAVITIMER 
self-winding  chronograph. 
18 ct  gold,  steel  hicolor,  steel. 
Leather  strap  or  metal  bracelet. 


TIVOL 

SINCE  1910 

220  NICHOLS  ROAD 
KANSAS  CITY,  MISSOURI  64112 
816-531-5800 
800-829-1515 


Communications  Co.  Chairman  Alan 
Ladd  Jr.,  for  whom  John  produced  the 
coming  thriller  Shattered.  "He's  not  one 
of  those  rich  kids  who  just  play  with 
Dad's  money." 

Schmoozing  at  the  posh  Hillcrest 
Country  Club,  John  Davis  looks  and  acts 
nothing  like  his  famous  dad.  He  is  ex- 
tremely careful  about  what  he  eats, 
aware  that  his  father  gained  much  of  his 
weight  in  his  30s.  Preppy  and  buttoned- 
down,  John  mixes  smoothly  with  Holly- 
wood's young  elite.  Arnold  Schwarzen- 
egger and  Maria  Shriver  are  frequent 
guests  at  the  Malibu 
home  of  John  and  his 
wife,  Jordan. 

Marvin  is,  well,  dif- 
ferent. Demanding 
and  intense,  he  lets 
employees  know  just 
how  he  feels.  "Marvin 
tends  to  flare  up,  and 
his  first  flare-up  is  al- 
ways 'Sue  'em,' "  says 
Sam  Lusky,  a  public- 
relations  man  who 
worked  for  Davis  in 
Denver.  As  owner  of 
Twentieth  Century- 
Fox  Film  Corp.,  execu- 
tives say,  he  got  a 
kick  out  of  exercising 
somewhat  dubious 
control  over  the  cre- 
ative process.  It  was 
Davis,  for  instance, 
who  insisted  on  putting  Sylvester  Stal- 
lone in  the  woeful  musical  Rhinestone. 
plenty  of  cash.  Naturally,  John  Davis 
vows  that  his  father's  tough-guy  image 
is  off  base.  As  for  the  widely  held  idea 
that  Marvin  loves  to  shop  for  companies 
but  not  to  buy  them,  John  Davis  has  a 
ready  answer:  "We're  in  the  deal  busi- 
ness, so  we  probably  see  50  to  60  deals  a 
year,"  he  says.  "The  problem  is  that 
we've  got  a  lot  of  money,  so  every  time 
we  take  a  look  at  something  people  as- 
sume we're  ready  to  buy." 

The  relationship  between  Marvin  and 
John  Davis  in  many  respects  mirrors  the 
one  Marvin  had  with  his  own  father, 
Jack.  A  onetime  amateur  boxer  who 
came  to  New  York  from  England  with 
less  than  a  dollar  in  his  pocket,  Jack 
Davis  launched  a  hugely  successful 
dress  company.  Later,  when  Marvin  got 
a  business  degree  from  New  York  Uni- 
versity, he  persuaded  Jack  to  bankroll 
him  in  the  oil  business.  By  1952,  Marvin 
Davis  had  moved  his  operation  to  Den- 
ver, and  by  the  oil  crisis  of  the  early 
1970s,  he  had  become  one  of  America's 
leading  wildcatters. 

With  prices  soaring,  Davis  sold  most 
of  his  oil  properties  in  1981,  bought  the 
Fox  studio,  and  moved  his  headquarters 


JOHN'S  DAVIS  ENTERTAINMENT  CO. 
PRODUCED  SEVEN  MOVIES  LAST  YEAR 


to  Beverly  Hills.  Marvin  went  Hollywofl 
in  a  hurry.  His  25,000-square-foot  Beve 
ly  Hills  home,  bought  from  singer  Ke 
ny  Rogers  for  $20  million  in  1984,  has  i 
own  50-seat  movie  theater  and  a  state-c 
the-art  gymnasium.  Along  with  his  wif 
Barbara,  he  is  known  for  giving  lavh 
parties,  including  one  in  September 
which  the  Duchess  of  York,  Sarah  Fi 
guson,  was  the  guest  of  honor. 

John  is  similarly  enamored  of  the  H 
lywood  scene.  After  Bowdoin,  he  grad 
ated  from  the  Harvard  business  scho 
and  jumped  into  the  movie  industr| 
When  Marvin  boug' 
Fox,  he  installed  Jo 
as  head  of  producti 
of  low-budget  film 
later  moving  him 
to  production  chi 
and  onto  the  studi 
board.  When  the  eld 
Davis  sold  Fox  to  R| 
pert  Murdoch,  the  sal 
agreement  granta 
John  rent-free  use  \ 
one  of  the  studiol 
green-and-white  buj 
galows  to  launch  h 
film  company,  Da 
Entertainment. 
A  duo.  Today,  his 
fice  is  adorned  wi 
replicas  of  airplane 
testament  to  his  c 
rent  interest  in  tra 
portation.  It  was 
his  urging  that  his  father  bid  $3.2  billi 
for  Northwest  Airlines  in  1989,  only 
lose  to  Al  Checchi.  Likewise,  he  was  k 
in  their  aborted  $5.4  billion  bid  for  Un 
ed  Airlines  Inc.  17  months  later. 

The  Davises'  most  notable  dud 
Spectradyne  Inc.,  the  money-losing  h 
tel-movie  service  John  persuaded  Marv 
to  buy  for  $635  million  in  1989.  No 
John  is  trying  to  reverse  its  fortunes: 
a  joint  venture  with  Playboy,  John 
cently  helped  design  a  monthly  mag 
zine  for  hotel  guests.  Meanwhile,  t 
Davis  clan  is  also  working  on  a  way 
trim  Spectradyne's  $506  million  debt. 

As  for  bigger  deals,  John  insists  1 
and  his  dad  are  in  no  great  hurr 
"There's  nothing  wrong  with  letting  oi 
money  gain  interest,"  he  says.  Nice  tr 
John,  but  your  friends  know  you  betti 
than  that.  "Doing  deals  is  fun  for  the: 
guys,"  says  Bram  Goldsmith,  chairmi 
of  Beverly  Hills-based  City  Nation 
Bank  and  Marvin's  frequent  golfing  ar 
gin  rummy  partner.  "With  this  mu( 
money,  they  don't  need  to  do  anythin 
for  the  rest  of  their  lives.  But  the  chas 
is  exciting." 

By  Ronald  Grover  in  Los  Angeles,  m 
Seth  Payne  in  Washington  and  Sandra  . 
Atchison  in  Denver 
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rM  WORRIED  ABOU 

The  only  security  for  today's  migrant  managers  and  professionals 


Patrick  Ahearn  is  a  senior  human- 
resources  manager  and  a  lieuten- 
ant colonel  in  the  Marine  re- 
serves. He  is  43,  has  three  children,  a 
wife,  a  mortgage,  and  a  station  wagon. 
He  came  back  from  Operation  Desert 
Storm  in  the  Persian  Gulf  to  find  that 
his  employer  had  restructured  and 
moved  his  job  to  Toronto.  Ahearn  chose 
not  to  go.  It  was  his  third  downsizing  in 
four  years — Shearson  Lehman  Brothers, 
Grand  Metropolitan,  and  Northern  Tele- 
com. "People  are  getting  sacrificed  be- 
cause corporations  are  always  changing 
direction,  priorities,  or  ownership,"  says 
Ahearn. "But  every  time  they  lay  some- 
one off,  a  family  gets  massacred." 

Every  clay,  thousands  of  managers, 
bankers,  sales  executives,  lawyers,  ac- 
countants, and  other  professionals  are 
driven  to  anger  and  despair  by  the  hard 


realities  of  the  changing  world  of  work. 
The  once-solid  foundation  for  millions  of 
middle-class  families — the  corporate  ca- 
reer— is  in  shambles.  The  Organization 
Man  of  the  1950s  and  1960s  is  being 
replaced  by  the  migrant  manager  and 
free-lance  professional  of  the  1990s. 
alone  and  angry.  The  pain  of  change 
is  all  around  us.  Corporations  are  rush- 
ing to  cut  costs  and  downsize  before 
yearend.  They  want  to  take  their  lumps 
in  1991,  in  preparation  for  a  stronger 
rebound  in  1992.  That  means  an  unusual- 
ly powerful  wave  of  layoffs  will  sweep 
through  the  U.  S.  during  the  next  three 
months.  Already,  the  drumbeat  of  bad 
news  is  growing  louder.  On  Sept.  12, 
Colgate-Palmolive  Co.  announced  that  it 
would  trim  2,000  workers  from  its  world- 
wide work  force  of  25,000.  On  Sept,  16, 
PepsiCo  Inc.  said  it  would  slash  manage- 


ment and  administration  at  its  Frito 
Inc.  unit  by  30%,  or  1,800  jobs.  Am 
Sept.  19,  Time  Warner  Inc.  annou: 
the  planned  layoff  of  105  editorial  w 
ers,  bringing  this  year's  cuts  at  it 
magazines  to  about  10%  of  the 
staff  of  6,000.  And  more  layoffs 
expected. 

White-collar  workers  at  these  coi 
nies  will  join  the  growing  ranks  of  ( 
secure  employees  who  are  finding  tl 
selves  on  the  outside — alone,  afraid, 
angry.  Who  doesn't  have  a  brother 
sister,  a  parent  or  a  friend  who  has 
a  job  recently?  The  economic  reco 
will  soothe  the  pain,  but  it  won't  stc 


THE  NEW 
CAREER  PATH 


STARTING  BIG 

For  a  25-year-old,  a  career  will 
probably  begin  with  several  years 
at  a  large  corporation.  They're 
great  places  to  learn  skills 
and  make  initial  contacts 


BROADENING  SKILLS 

After  mastering  the  duties  of  that 
job,  our  young  careerist  might  start 
moonlighting  to  develop  a  broader 
portfolio  of  skills,  make  contacts  on 
the  outside,  and  build  a  reputation 
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COVE!1 


IYJOB! 

)ortfolio  of  skills  they  can  sell 


•ces  of  fierce  global  competition  and 
listrial  consolidation  are  compelling 
porations  to  cut  entire  layers  of  mid- 
managers  and  whole  categories  of 
Sessional  staff.  Few  companies  can 
e  from  the  intense  pressures  of  inter- 
ional  competition  anymore, 
'et  even  as  the  old  corporate  career 
hs  crumble,  new  ones  are  being  built. 
;h  big  corporations  no  longer  reward- 
loyalty  and  performance  with  life- 
e  guarantees  of  employment,  individ- 
s  are  transforming  themselves  into 
erant  professionals  who  sell  their  hu- 
rl capital  on  the  open  market.  "This  is 
end  of  the  age  of  big  corporations  as 
ployers  and  providers  of  health  and 
ision  benefits  for  millions  of  people," 
s  Charles  Handy,  visiting  professor 
the  London  Business  School  and  au- 
r  of  The  Age  of  Unreason,  a  book 


about  the  changing  nature  of  work.  "In- 
stead of  climbing  up  the  ladder,  people 
now  have  to  develop  a  portfolio  of  skills 
and  products  that  they  can  sell  directly 
to  a  series  of  customers.  We  are  all  be- 
coming people  with  portfolio  careers." 
moonlighting.  Thousands  of  top  execu- 
tives, midlevel  managers,  and  other  pro- 
fessionals are  already  doing  just  that. 
They're  assembling  skills  they  can  mar- 
ket in  different  industries,  joining  new 
networks  of  professional  groups,  and 
checking  out  key  search  firms  before 
they're  laid  off.  They're  taking  interim 
job  assignments  and  entering  the  grow- 
ing ranks  of  executive  and  professional 
temps.  They're  moonlighting,  free-lanc- 
ing, or  starting  their  own  businesses. 
And  they're  weaving  their  own  financial 
safety  nets  to  fill  the  gaps  left  by  re- 
treating corporate  employers  (page  98). 


The  Organization  Man  was  a  corpo- 
rate "lifer."  But  the  average  American 
beginning  his  or  her  career  in  the  1990s 
will  probably  work  in  10  or  more  jobs  for 
five  or  more  employers  before  retiring, 
according  to  Workplace  2000:  The  Revo- 
lution Reshaping  American  Business, 
by  Henry  Conn  and  Joseph  Boyett  at 
management  consultant  A.  T.  Kearney 
Inc.  Says  Robert  Kelley,  author  of  The 
Gold  Collar  Worker  and  adjunct  profes- 
sor at  Carnegie  Mellon  University:  "As 
companies  pull  back  their  loyalty  and 
commitment,  middle  managers  and  pro- 
fessional people  realize  they've  got  to 
take  care  of  themselves.  They  are  creat- 
ing their  own  survival  kits." 

But  is  this  breakdown  in  the  bonds  of 
employment  good  for  Corporate  Ameri- 
ca? Can  U.  S.  corporations  compete 
against  Japanese  and  European  rivals 


TAKING  A  BREAK 

By  mid-career,  it  may  be  time  to 
refresh  skills,  go  back  to  school 
for  additional  credentials  and 
contacts,  or  take  a  sabbatical 
to  travel  or  pursue  nonprofit  work 


At  the  culmination  of  the  portable 
career,  senior  executives  with 
resumes  full  of  marketable  skills 
become  professional  temps  who 
move  from  project  to  project 
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that  often  retain  the  lifelong  loyalty  and 
commitment  of  their  employees?  "How 
do  you  build  collaborative  effort  if  ev- 
eryone in  a  corporation  is  working  for 
himself?"  asks  Kelley.  "No  other  coun- 
try is  playing  by  these  rules.  It  must  be 
bad  for  long-term  competitiveness." 

The  long-term  impact  on  many  em- 
ployees isn't  good,  either.  For  some,  the 
fall  off  the  corporate  ladder  may  mean  a 
lifetime  reduction  in  real  income,  bene- 
fits, and  quality  of  work — in  other 
words,  permanent  downward  mobility. 
But  for  those  who  adapt,  life  as  an  itin- 
erant manager  may  offer  the  sort  of 
opportunities  for  growth,  variety,  and 
flexibility  that  would  be  impossible  with- 
in the  confines  of  the  corporation. 

The  most  dramatic  change  is  in  the 
definition  of  work.  Jobs  are  increasingly 
determined  by  skills,  and  titles  are 
meaningless.  A  resume  that  reads  "Ex- 
ecutive Vice-President  for  Mar- 
keting" won't  guarantee  em- 
ployment. Companies  want 
people  who  can  solve  problems 
and  complete  projects.  Security 
derives  from  the  salability  of  a 
"can-do"  reputation  in  a  job 
market  that  spans  all  industries. 
new  deal.  That  means  that  the 
kinds  of  jobs  worth  taking  have 
changed,  too.  "If  corporations 
won't  guarantee  your  employ- 
ment, they  should  guarantee 
your  employability,"  says  Rosa- 
beth  Kanter,  professor  of  busi- 
ness administration  at  Harvard 
business  school  and  author  of 
When  Giants  Learn  to  Dance, 
a  book  on  management  and  ca- 
reers in  the  1990s.  "They  must 
offer  individuals  the  ability  to 
increase  their  skills  and  reputa- 
tion to  sell  on  the  market  in  re- 
turn for  their  best  efforts." 

Take  Eckart  Vollmer.  In  1987, 
Vollmer  was  chief  financial  offi- 
cer at  Gestetner,  a  $150  million 
U.  S.  office-printing  subsidiary 
of  a  British  conglomerate.  An 
Australian  group  took  over  and 
decided  to  downsize  its  U.  S.  unit. 
Vollmer's  position  was  cut.  "I  came  out 
in  mid-1987  with  four  children — one  still 
in  college,"  he  says.  "I  was  55."  Vollmer 
found  himself  with  no  health  benefits 
and  in  dire  need  of  income.  But  he  did 
have  something  to  sell — his  skills  and 
experience.  He  had  started  out  at  what 
was  then  Peat  Marwick,  one  of  the  old 
Big  Eight  accounting  firms,  had  worked 
on  many  financial  turnarounds,  and  had 
picked  up  the  kinds  of  contacts  that 
money  can't  buy. 

In  1988,  Vollmer  was  retained  as  a 
consultant  by  Unified  Data  Products,  a 
$75  million  office-forms  printer  in  River- 


edge,  N.  J.  Vollmer  quickly  discovered 
that  the  company  was  running  a  signifi- 
cant loss.  In  two  weeks,  the  president 
resigned,  and  the  chairman  asked 
Vollmer  to  stay  on  as  acting  chief  execu-, 
tive.  His  previous  business  contacts  with 
CIT  Group  Inc.  and  Manufacturers  Hano- 
ver Corp.  helped  him  secure  financing, 
and  his  turnaround  savvy  helped  him 
shut  one  plant  and  sell  other  assets.  To- 
day, Vollmer  is  on  a  temporary  assign- 
ment, managing  the  recent  acquisition 
of  Vestron  Pictures,  a  TV  and  movie 
company,  for  Live  Entertainment  Inc.,  a 
home-video  distributor  in  Newbury, 
Calif. 

Vollmer  is  lucky.  His  skills  are  just 
what  the  1990s  ordered.  After  the  debt- 
swamped  1980s,  financial  doctors  who 
know  how  to  stanch  the  hemorrhaging 
of  cash  are  hot.  Turnaround  artists  are 
at  the  top  of  the  list,  too,  as  companies 


Marcia  Wochner  has  an  array  of  skills  and  credentials.  Starting 
with  a  PhD  in  psychology,  she  had  a  counseling  practice,  built  a 
consulting  business/  got  an  MBA,  and  joined  GE  Capital 


struggle  to  get  out  of  Chapter  11  bank- 
ruptcy proceedings.  Plant  managers 
with  plenty  of  experience  in  quality  man- 
agement are  in  demand  as  well.  And  if 
they  have  international  experience,  so 
much  the  better.  Human-resources  man- 
agers who  have  implemented  corporate 
downsizings  are  also  hot.  But  there's  a 
big  supply  around,  since  so  many  hu- 
man-resources people  are  like  tree  sur- 
geons: Once  the  damaged  limb  is  gone, 
they  are,  too. 

Executives  who  don't  yet  have  the 
kind  of  experience  and  contacts  that 
made  the  difference  for  Vollmer  can  try 
some  profile-raising  strategies.  Moon- 


lighting, for  example.  "Moonlighting  I 
lianct's   your  self-confidence  and  yi 
reputation  because  you  sell  your  s 
directly  to  customers,"  says  London 
school's  Handy.  "You  don't  just  el 
hours  sitting." 

With  new  home-office  technolo 
moonlighting  is  spreading  rapidly.  B 
can  be  risky.  When  Robert  Hoff 
was  president  of  Allen  &  Dorward 
vertising  Inc.  in  San  Francisco,  he 
lowed  moonlighting  because  he  fel 
kept  his  art  directors  fresh.  But  whe 
moonlighter  recruited  another  emplo 
started  doing  outside  work  on  comp 
time,  and  landed  a  company  big  eno 
to  be  a  possible  Allen  &  Dorward  cli 
he  eventually  was  laid  off. 

When  that  happens,  of  course,  you 
come  a  full-time  moonlighter — 
known  as  an  entrepreneur.  Entre 
neurs  can  build  new  businesses  or  n 
hybrid  jobs.  Jeneanne  Mars 
attended  the  University  of 
ginia,  joined  an  architect 
firm,  and  switched  to  com 
cial  real  estate.  Then,  she 
rowed  $40,000,  got  a  Harv 
MBA,  and  went  to  Wall  Stre 
PaineWebber  Inc.  For  a  y 
Marshall  worked  16-hour  d 
Then,  just  before  bonus  ti 
she  was  fired.  "Your  job 
over,"  she  recalls  someone 
ing.  "Leave  your  office  b 
o'clock  tomorrow." 

Marshall  vowed  she  wo 
never  let  a  big  company  hu 
ate  her  again.  She  decided 
create  her  own  job.  Research 
the  product-design  market, 
figured  she  could  teach  desi 
ers  how  to  sell  their  skills 
business  clients  and  show  b 
nesses  why  they  needed  des 
ers.  Although  it  took 
months,  she  was  hired  as  I 
East  Coast  manager  of  businfi 
development  for  GVO,  one  of  $■ 
con  Valley's  hottest  produet-1 
sign  companies.  "I  now  hav« 
clear,  adult  relationship  witfl 
great  small  company,"  she  says.  "Iff 
bring  in  sales,  I  get  rewarded.  I  havM 
lot  more  control." 

Marshall  discovered  she  already  11 
the  assets  she  needed  to  create  her  ri 
career.  But  for  those  who  don't,  a  nl 
career  break  can  recharge  batteries,  a ; 
build  skills,  and  improve  credentials,  m 
ing  back  to  school  can  often  accomplw 
all  three. 

balancing  act.  Marcia  Wochner  earm 
her  PhD  from  the  University  of  CinB 
nati  in  1979  in  both  clinical  psychoid* 
and  organizational  development,  >i 
built  her  clinical  practice  first  becaM 
she  had  just  had  a  baby.  "I  knewM 


96  BUSINESS  WEEK/OCTOBER  7,  1991 


COVER  Of 


uld  work  much  better  in  terms  of  bal- 
ing my  whole  life  when  Amy  was 
ing.  The  hours  were  flexible."  When 
iy  entered  first  grade,  Wochner  be- 
1  a  new  corporate-consulting  business 
cializing  in  executive  coaching  and 
iss  management. 

'hen,  in  her  mid-30s,  Wochner  decided 
idd  an  MBA  to  her  credentials.  "I  had 

organizational  skills  but  not  the  un- 
standing  of  broad  business  strategy," 

says.  This  summer,  Wochner  turned 
and  finished  her  MBA  at  Southern 
thodist  University  in  Dallas.  She  land- 
a  job  as  program  manager  of  GE  Capi- 
s  corporate  management-develop- 
nt  group  in  Stamford,  Conn.,  where 

is  helping  to  implement  CEO  John  F. 
lch  Jr.'s  "Work-Out"  program  for 
ninating  bureaucracy  at  General  Elec- 

Co. 

ED  guns.  As  more  managers  become 
erants,  a  new  breed  of  temporary- 
ployment  agencies  for  managers  and 
fessionals  is  springing  up.  But  don't 
it  temp  work:  These  agencies  pro- 
s  "interirn  assignments."  Even  com- 
des  looking  for  permanent  executives 
•easingly  insist  on  "test-driving"  pro- 
ctive  hires  in  interim  assignments  be- 
e  making  a  commitment, 
nterim  Management  Corp.  (IMCOR)  is 
ical  of  the  new  breed  of  executive- 
lp  agencies.  Based  in  New  York,  it 
5  founded  in  1988  with  offices  in 
mford  and  Los  Angeles.  Most  of  its 
nts  take  interim  assignments  as  a 
y  to  "audition"  for  permanent  jobs, 
I  nearly  40%  of  IMCOR's  assignments 
turn  into  permanent  posts, 
'hat's  the  way  it  worked  for  one  cli- 


s  become  a  turnaround  specialist,  rescuing  ailing  companies 
a  fixed  price  in  a  fixed  amount  of  time 


ent,  John  Scandalios.  In 
the  mid-1980s,  he  led  a 
leveraged  buyout  of  a 
wire-and-cable  compa- 
ny, sold  it,  and  went 
fishing.  By  1989,  at  age 
55,  he  was  bored.  Scan- 
dalios then  took  a  six- 
month  interim  assign- 
ment as  acting  CEO  to 
help  turn  around  RTI 
Inc.,  a  medical-products 
sterilizer.  He  moved  the 
company  into  the  black, 
and  when  its  delighted 
board  asked  him  to  stay 
on,  he  did. 

IMCOR  also  has  a  large 
group  of  clients  who  no 
longer  want  the  aggra- 
vation of  corporate  life. 
They  prefer  project  as- 
signments that  last  six 
months  to  a  year.  Linda 
Plevrites,  for  example, 
joined  Time  Inc.  in  1964 
and  rose  to  comptroller 
of  the  magazine  divi- 
sion. By  the  mid-80s, 
she  had  had  enough.  "The  whole  pres- 
sure was  on  the  quarterly  numbers," 
says  Plevrites.  "I  didn't  see  anything 
long  term.  I  got  disgusted." 

In  1988,  Plevrites  accepted  a  generous 
severance  package  and  left  after  24 
years  at  Time.  "I  felt  like  I'd  been  let 
out  of  prison,"  she  says.  Her  husband 
had  just  sold  a  restaurant,  and  they  had 
no  children,  so  they  took  a  six-month 
vacation  in  Greece.  After  that,  Plevrites 
did  volunteer  work  and  studied  calculus. 

IMCOR  then  found  her 
a  typical  interim  as- 
signment— an  11-month 
hitch  as  comptroller  for 
Saatchi  &  Saatchi  PLC  in 
New  York  while  the  ad- 
vertising giant  conduct- 
ed a  search  for  a  per- 
manent comptroller.  "I 
found  out  there  is  life 
after  Time,"  says  Plev- 
rites. "I  learned  that  I 
could  walk  in  and  work 
my  way  through  the  fi- 
nancial of  any  compa- 
ny in  any  industry." 
Plevrites  is  now  back  at 
Saatchi  for  a  second 
one-year  interim  as- 
signment as  comptrol- 
ler. "It's  wonderful," 
she  says.  "I  can't  be 
chained  up  in  the  corpo- 
rate world  anymore." 

But  the  new  world  of 
work  is  hardly  wonder- 
ful for  everyone — espe- 
cially those  who  suffer 
the  trauma  of  losing  a 


HAVE  SKILLS,  WILL  TRAVEL 

Despite  24  years  at  Time,  Linda  Plevrites  defines  herself  not  by 
industry,  but  by  profession:  comptroller.  "I  learned  I  could  walk 
in  and  work  my  way  through  the  financials  of  any  company" 


job  in  a  downsizing,  only  to  have  it  hap- 
pen again  and  again.  In  1985,  Stephen 
Ness  was  manager  of  human  resources 
at  the  corporate  R&D  center  for  Playtex, 
then  owned  by  Beatrice  Co.  When  Kohl- 
berg  Kravis  Roberts  &  Co.  did  a  lever- 
aged buyout  of  Beatrice,  Ness  was  laid 
off.  He  landed  a  job  with  Simmonds  Pre- 
cision, an  aerospace  group  owned  by 
Hercules  Inc.,  only  to  see  that  position 
disappear  after  Hercules  sold  Simmonds 
to  B.  F.  Goodrich  in  January,  1991.  At  46 
and  with  a  child  in  college,  Ness  is  job- 
hunting  again — and  paying  $400  a 
month  for  family  health  benefits.  "This 
kind  of  life  creates  a  tremendous  emo- 
tional strain  on  families,"  he  says. 
demoralizing.  The  trauma  can't  be  un- 
derestimated. "In  the  first  round  of 
downsizing  in  the  mid-Nils,  there  was  a 
below-the-surface  optimism  in  the  survi- 
vors," says  Kanter.  "They  knew  there 
was  fat  and  waste  in  their  corporations. 
Not  now.  Layoffs  are  becoming  routine. 
It's  demoralizing  for  people  who  feel  it's 
just  a  matter  of  time,  no  matter  how 
well  they  perform." 

More  than  ever,  individuals  are  on 
their  own,  without  the  security  of  large, 
stable  organizations.  So  people  are  now 
preparing  for  a  different  future.  They 
are  redefining  and  relocating  their  loyal- 
ty— bringing  it  back  to  self  and  family — 
and  they  are  building  personal-survival 
kits  of  portable  skills  and  marketable 
experiences.  For  all  of  us,  the  world  of 
work  is  being  irrevocably  transformed. 

By  Bruce  Nussbaum  in  New  York,  with 
bureau  reports 
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A  CAREER 
SURVIVAL  KIT 


This  step-by-step  guide  can  help  keep  you  marketable 


You'll  need  a  whole  new  set  of 
charts  and  sextants  to  navigate 
your  career  in  the  1990s.  Toss 
overboard  those  warm,  cozy  feelings 
about  companies  being  family.  Jettison 
those  traditional  ideas  about  corporate 
loyalty  and  reward  for  performance. 
Facing  hard  truths  is  the  order  of  the 
day:  Today,  you  work  for  yourself,  your 
real  family  comes  first,  and  no  big  orga- 
nization is  going  to  take  care  of  you 
anymore.  So  get  tough:  Start  building 
your  own  survival  kit.  Begin  managing 
your  career.  Here's  how  to  do  it. 

Since  you're  worth  only  what  you  can 
sell,  you'd  better  have  plenty  to  peddle. 
Start  by  asking  yourself  a  brutal  ques- 
tion: What  would  you  do  if  you  were 
fired  tomorrow  and  had  to  look  for  cus- 
tomers, not  a  job?  What  exactly  do  you 
do  that  people  would  pay  money  for? 
"Assessing  one's  own  skills  is  one  of  the 
most  difficult  things  in  the  world."  says 
Kenneth  Taylor,  a  partner  at  Egon 
Zehnder  International  Inc..  one  of  the 
world's  largest  executive-search  firms. 
"People  usually  have  latent  skills  that 
are  not  obvious." 

Taylor  should  know.  Before  getting 
into  the  head-hunting  business,  he  was  a 
banker  at  Manufacturers  Hanover  Corp. 
for  10  years.  He  opened  its  Chicago  of- 
fice in  1978  and  built  it  to  300  people.  In 
1988,  Taylor  began  to  have  misgivings 
about  Manny  Hanny's  long-term  ability 
to  compete  in  global  banking.  "The 
handwriting  was  on  the  wall  back  then." 
he  says. 

closer  look.  Then.  Taylor  examined 
what  he  really  did  for  a  living.  Sure, 
finance  was  a  big  part  of  it.  But  so  was 
communication,  negotiation,  and  people 
assessment.  After  an  eight-month  court- 
ship with  an  executive-search  firm,  he 
jumped  industries  and  started  a  new  ca- 
reer as  a  headhunter. 

A  narrow  focus  on  a  single  specialty 
doesn't  do  much  for  your  employability 
quotient.  The  more  tasks  you've  per- 
formed and  the  more  problems  you've 
solved,  the  greater  your  chances  of  get- 
ting another  job.  So  don't  get  stuck  do- 
ing the  same  thing  year  in,  year  out. 


□  BUILD  SKILLS 

Forget  about  titles. 
You  need  a  portfolio 
of  skills — such  as 
managing  cosh,  op- 
erating manufactur- 
ing plants,  dealing  in 
foreign  markets — 
that  you  can  sell. 
Skills  are  what  give 
you  the  mobility  to 
change  divisions, 
companies,  or  even 
ndustries 


□  MOONLIGHT 

It's  a  way  to  de- 
velop those  pre- 
cious skills.  You'll 
make  contacts, 
gain  experience 
in  selling  yourself 
directly  to  cus- 
tomers, and  build 
self-confidence 


□  LEARN  More  credentials  are  always  a 
plus.  Get  that  MBA  or  take  that  midcareer 
development  program 

□  CHOOSE  YOUR 
ASSIGNMENTS 

Don't  get  buried  in 
two-  or  three-year 
group  assignments 
where  you  lose  your 
visibility.  It  may  be 
great  for  the  compa- 
ny, but  it's  not  good 
for  your  career 


"You  shouldn't  just  keep  getting  to 
better  and  better  accountant,"  says 
ry  Schlosser.  president  of  career 
selor  Clarity  Consulting  Corp.  ""! 
need  a  diversity  of  skills  in  your  car 
portfolio.  The  more  you  have,  the 
marketable  you  are." 

Hindi  Greenberg.  for  example,  sta 
her  career  as  a  lawyer  at  a  big  firn 
San  Francisco.  She  hated  the  hours  M 
eventually  left — but  not  before  distill! 
the  essence  of  her  job.  "What  I  re! 
did  was  analysis,  research,  writing,  jj 
public  speaking,"  she  says.  Greenb! 
then  used  those  skills  to  help  launch  m 
ifomia  Connection,  a  hotel-reservatl 
service.  That  experience  gave  her  I 
skills  to  begin  her  own  business.  L! 
vers  in  Transition,  a  consulting  organ 
tion  for  dropout  attorneys. 
twists  and  turns.  Entrepreneurial 
is  great,  but  never  forget  that  lal 
companies  can  be  great  schools:  Thinm 
them  as  learn-while-you-earn  progra* 
Hands-on  management,  for  example! 
an  absolute  requirement  in  today's  I 
market.  So  people  in  staff  jobs  shol 
seek  line  responsibilities.  Seasoned  om 
ating  managers,  on  the  other  ha! 
should  pick  up  planning  or  developml 
experience  to  round  out  their  portfol! 

A  diverse  resume  should  also  help  a 
ride  out  the  twists  of  the  economy  i 
the  whims  of  financial  fashion.  Since 
one  knows  exactly  which  skills  will  b« 
demand  in  the  future,  you'd  better  h; 
several  to  offer.  The  first  quarter 
1991  saw  a  threefold  jump  in  the  nuni 
of  openings  for  chief  financial  office  -:: 
according  to  the  newsletter  Execut 
Search  Review.  Most  of  those  j( 
shared  one  requirement:  Candidates  \ 
to  have  cost-control  skills.  Four  ye 
ago.  when  the  leveraged-buyout  cc 
boys  were  still  riding  high  on 
Street,  the  demand  was  for  CFOs 
corporate-finance  experience. 

The  new  job  equation  is  simple: 
bility  equals  marketability  equals  secv 
ty.  It's  vital  to  have  a  high  profile.  Wl 
corporations  played  pater  familias 
jobs  were  forever,  people  didn't  have 
market  themselves  constantly.  Now  tl 
they  do,  having  visibility  is  like  havinj 
brand  name. 

So  don't  toil  away  anonymously 
three  years  with  five  other  people  oi 
back-office  project  to  improve  your  cc 
pany's  internal-auditing  system.  "Y 
want  to  make  sure  you  don't  get  bur 
too  long  in  a  work  project,"  says  Char 
Handy,  a  visiting  professor  at  Lone 
Business  School.  "You  might  not  be 
membered."  Instead,  you're  better 
working  on  a  hot  new  product  or  sen' 
that  gets  sold  in  the  marketplace.  G 
ting  face-to-face  contact  with  custom* 
is  an  added  bonus.  And  don't  forget 
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Communications:  One  of  the  great  strengths 
of  the  Great  Lakes  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 
)rtune  500  U.  S.  companies,  is  the  commodities  trading  center 
'  the  world,  and  has  more  newspapers  and  computer  sites  than 
ty  other  region  in  the  country.  How  do  more  than  12  million 
jsinesses  and  homes  in  this  information-intense  region  keep 
Hnmunications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
nong  the  most  demanding  in  the  country.  That's  why  we  always 
ay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ays  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
lone  system  in  the  U.S.  into  operation,  we  have  the  largest 
ike  messaging  network  in  the  country,  and  we  currently  have 
m  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
le  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
•  successful  innovation  that  has  helped  our  company  reach  $10 
llion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
:her  regional  Bell  companies  in  recording  the  highest  return  to 
]uity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
)ntinue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Tieritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech: 

Illinois  Bell 
Indiana  Bell 
Michigan  Bell 
Ohio  Bell 
Wisconsin  Bell 
Ameritech  Audiotex  Services 
Ameritech  Credit 
Ameritech  Development 
Ameritech  Information  Systems 
Ameritech  International 
Ameritech  Mobile  Communications 
Ameritech  Publishing 
Ameritech  Services 
The  Tigon  Corporation 


191  Ameritech 


manage  your  job  assignments  with  your 
resume  in  mind  (table,  page  104). 

But  don't  count  on  a  strong  resume  to 
get  you  a  job.  New  survival  strategies 
are  much  more  important.  One  is  moon- 
lighting. You  might  help  a  startup  com- 
puterize its  accounting,  develop  a  busi- 
ness plan,  or  find  suppliers  or 
customers.  And  lest  you  feel  a  twinge  of 
guilt,  remember  that  your  chief  execu- 
tive officer  is  probably  moonlighter-in- 
chief.  When  they  sit  on  boards  of  other 
companies,  CEOs  are  making  contacts, 
learning  new  information,  and  raising 
their  visibility — while  drawing  their  own 
salary  and  bonuses  plus  the  board  com- 
pensation. It's  no  accident  that  many 
CEOs  job-hop  along  their  board  network. 
And  what's  good  for  a  CEO  is  good  for  a 
middle  manager  or  a  staff  professional. 
buddy  systems.  Networking  has  al- 
ways played  a  big  part  in  job-switching, 
but  today,  it's  essential.  When  jobs  were 
stable  and  advancement  steady,  people 
networked  intermittently  and  sparingly. 
Now.  with  mounting  corporate  layoffs, 
networking  is  becoming  a  permanent 
feature  of  professional  lives. 

Don't  wait  until  you're  laid  off  to  net- 
work— join  networking  groups  while  you 
still  have  a  job.  Sure,  you  may  spend  a 
lot  of  time  helping  others  find  jobs.  But 
after  one  or  two  downsizings,  you'll  be 
street-smart  enough  to  know  that  the 
folks  you  help  with  job  tips  today  will 
help  you  tomorrow.  So  take  a  look  at  the 
new  permanent  job-networking  groups 
that  have  sprung  up  for  professionals. 

Composed  of  thousands  of  people  who 
still  have  jobs  and  many  more  who  just 
lost  them,  these  professional  buddy  sys- 
tems have  the  aura  of  an  underground 
railroad.  In  one  typical  group  that  meets 
every  week  in  Paramus.  N.  J.,  some  of 
the  senior  human-resources  managers 
are  currently  employed.  Others  are  casu- 
alties of  America's  corporate  wars  who 
have  been  LBO'd  and  downsized  out  of 
jobs.  Most  are  in  their  forties  and  fifties. 
Two-thirds  are  men.  one-third  women. 
They  come  wearing  business  clothes  and 
sit  at  a  round  table  in  a  small  office 
provided  by  Drake,  Beam.  Morin  Inc.,  a 
large  outplacement  firm.  The  first  busi- 
ness of  the  day  is  passing  around  faxes 
on  possible  jobs  from  dozens  of  similar 
human-resources  networking  groups  in 
Chicago.  Boston.  Los  Angeles,  and  other 
cities. 

Then,  each  person  passes  around  a  list 
of  jobs  that  he  or  she  has  heard  about. 
The  information  includes  the  source  of 
the  lead,  compensation,  title,  a  brief  de- 
scription, a  contact — often  someone  at  a 
search  firm — and  specific  skills  and  ex- 
periences required.  "This  networking  all 
began  when  basically  everybody  was 
employed,"  says  Patrick  Ahearn,  a  se- 


□  STAY  NIMBLE 

Define  yourself  by 
your  skill  or  profes- 
sion, not  by  your 
industry.  With  so 
many  industries 

downsizing,  you 
might  jump  from 
banking  to  manu- 
facturing, from  in- 
surance to  adver- 
tising. Join 
professional  orga- 
nizations that  cut 
across  industries 


□  NETWORK  NOW 

Do  it  while  you  still 
have  a  job,  not  just 
when  you're  job- 
hunting.  Downsiz- 
ing can  come  at 
any  time,  so  you 
need  to  form  per- 
manent network- 
ing relationships 


□  KNOW  YOUR  HEADHUNTER  if  you 

make  over  $100,000,  you  should  know 
the  key  search  firms  in  your  profession — 
before  you  need  them 


□  TAKE  RESPONSIBILITY 

Whether  you're  mobile  by 
choice  or  by  force,  your  em- 
ployer isn't  going  to  be  tak- 
ing care  of  your  health 
benefits,  pension,  or  stock 
plan  anymore.  You'll  have 
to  take  charge  of  your  per- 
sonal finances 


□  HAVE  AN  ESCAPE  HATCH 

If  you've  got  the  lever- 
age, ask  a  new  em- 
ployer for  an  exit 
contract  guaran- 
teeing one  or 
two  years'  pay 
plus  pension 
if  some- 
thing goes 
•v  -  c  n  g 
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nior  human-resources  manager  who 
been  downsized  out  of  three  jobs  in 
years.  "We're  helping  each  other  : 
the  expectation  that  one  day,  the  gl 
reaper  is  going  to  lop  off  whichever! 
partment  we  happen  to  be  working! 
and  we  will  find  ourselves  out  of  w| 
and  out  of  money.  This  is  a  place  to 
back  on." 

The  new  networks  have  become  a 
manent  feature  of  members'  lives.  ' 
a  life  preserver,"  says  another  par 
pant  who  requested  anonymity.  " 
system  has  collapsed,  and  you  k 
you're  going  to  depend  on  these  pec 
in  the  future.  Keeping  in  contact  I 
become  very  important  to  all  of  us.'l 

You  might  check  out  Exec-U-New 
nationwide  networking  organization 
managers  and  professionals.  For  S3C 
year,  members  get  access  to  a  compi 
"data  base  of  jobs  carrying  salaries 
$75,000  or  more,  and  they  can  att 
monthly  meetings  for  professional: 
general  management,  finance,  man: 
ment-information  systems,  sales,  n 
keting,  law,  and  operations. 

Most  members  have  jobs,  but  m 
have  already  been  through  a  corpoi 
purge  or  two.  The  computer  networl 
their  way  of  keeping  in  touch  with 
job  market.  "Membership  is  confic 
rial,"  says  Executive  Director  David 
ton.  "People  send  in  information  on 
exact  skill  sets  or  experience  wanted 
companies.  At  the  same  time,  they 
plugging  into  the  information  prov 
by  other  members.  They  know  that 
job  status  could  change  at  any  mom 

For  the  executive  making  3100. 
$200,000  a  year,  search  firms  are  crit 
job  brokers.  Heidrick  &  Strugg: 
Korn  Ferry  International,  Spenc 
Stuart,  and  others  can  prove  invalus 
in  negotiating  entry  into — and 
from — a  company.  Get  to  know  the 
headhunters  in  your  profession — 
just  your  industry — and  do  it  before 
need  them.  If  you  have  the  levera 
make  sure  you'll  be  protected  if  y 
new  employer  shrinks,  merges,  or  s 
out  from  under  you.  "Candidates 
companies  really  want  have  enorm 
bargaining  power  and  are  demand 
monetary  protection  up  front  in 
something  happens  outside  the  perse 
control."  says  Egon  Zehnder's  Taylo: 
key  clauses.  What's  hot  at  the  top 
contracts  with  prearranged  entry  i 
exit  terms.  These  include  big  up-fr 
signing  bonuses  and  guarantee  a  yeai 
more  of  compensation  and  benefits 
you're  forced  to  leave.  Some  execs 
even  getting  18  months'  salary  deposi 
in  escrow.  "I  make  sure  they  have  1 
clauses  in  their  employment  contract 
says  David  Werner  of  David  Werner ' 
ternational,  a  search  firm  for  senior 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Megatop  "  747  from  San  Francisco  to  Hong  Kong,  we've  never  forgotten  how  important  those  little 

A  great  way  ro  fly 

things  can  be.  En  route,  enjoy  inflight  service  even  other  airlines  talk  about.  SirtGAPORE  AIRLIHES 


AIG  Issues  Forum 


America  needs  a 
fast  and  effective  clea 


An  alarming  lack 
of  progress  in  cleanup. 

When  Congress  enacted  the  Federal 
Superfund  program  in  1980,  the  goal  was  to 
quickly  clean  up  America's  most  dangerous 
hazardous  waste  sites.  Congress  and  many  others 
assumed  there  would  be  only  a  relatively  few  such 
sites  and  that  cleanup  costs  would  be  limited. 

Now,  after  a  decade  of  trying  to  make 
Superfund  work,  it's  clear  these  assumptions  were 
wrong  and  that  a  quick  fix  was  never  possible. 
What's  wrong  with  Superfund  and  why  has  so 
little  been  accomplished? 

The  problem  is  twofold.  First,  the  real  scope 
of  our  nation's  hazardous  waste  situation  is  far 
greater  than  Congress  anticipated.  With  1,200 
priority  sites  already  identified,  growing  numbers 
of  sites  are  being  found  in  every  state.  The 
Environmental  Protection  Agency  expects  that  by 
the  year  2000,  there  may  be  as  many  as  2,000 
priority  sites. 

With  rapidly  rising  cleanup  costs,  which 
now  average  about  $25  million  per  site,  the 
eventual  price  tag  is  staggering.  According  to  a  top 
government  agency,  cleaning  up  all  of  America's 
hazardous  waste  sites  could  take  from  30  to  60 
years  and  cost  up  to  $500  billion! 

A  second  problem  is  Superfund's  alarming 
lack  of  progress  in  cleanup.  A  decade  and  billions 
of  dollars  later,  fewer  than  60  out  of  the  1,200 
sites  have  actually  been  cleaned  up. 

Why?  One  major  reason  is  Superfund's 
liability  system.  It  requires  that  cleanup  be  paid  for 
by  establishing  liability -who  sent  what  waste,  how 
much  and  where -and  then  negotiating  or 
litigating  with  those  believed  to  be  responsible. 
While  this  sounds  good  in  theory,  it  hasn't 
worked  in  practice.  Instead,  the  result  has  been 


DANGER 

NO  TRESPASSING 

HAZARDOUS  SUBSTANCES  PRESENT 


delayed  cleanup  and  enormous  legal,  consulting 
and  other  costs  unrelated  to  cleanup. 

Compounding  the  problems 
instead  of  solving  them. 

This  is  because  working  out  who  pays  and 
how  much  for  cleanup  is  very  difficult.  Under 
Superfund,  anyone  who  simply  used  or  owned 
the  site  at  any  time  could  be  liable  for  the  entire 
cleanup  bill.  Users  can  include  major  corporations, 
small  businesses,  local  governments,  hospitals, 
nursing  homes,  schools,  even  individuals.  And  it 
does  not  matter  who  caused  the  harm  or  whether 
they  did  anything  wrong.  Superfund's  retroactive 


f  system  to  achieve 
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liability  provision  makes  parties  pay  for  past 
actions  based  on  today's  standards. 

For  example,  at  422  sites  almost  14,000 
parties  have  been  notified  that  they  could  be 
liable.  In  turn,  many  of  them  are  identifying  still 
others  who  contributed  in  some  way  to  the 
presence  of  waste  at  each  site.  And  since 
Super  fund  liability  deals  with  past  waste  disposal, 
the  record  of  users  can  go  back  25,  30  or  even  40 
years  and  can  number  in  the  hundreds. 

The  result?  The  focus  on  cleanup  has  been 
lost  as  private  and  public  parties  spend  years  in 
difficult  but  unavoidable  negotiations  and 
litigation,  trying  to  work  out  agreements  that 
would  provide  funds  for  cleanup.  At  some  sites, 
more  money  has  been  spent  resolving  complex 
factual  issues  than  on  cleanup  itself.  This  does  a 
lot  for  lawyers  and  consultants,  but  very  little  for 
the  environment.  And  of  course,  these  costs  are 
eventually  passed  on  to  all  of  us  as  consumers  in 
higher  prices  for  goods  and  services.  Isn't  it  time 
to  stop  this  wasteful  process  and  get  on  with 
cleaning  up  our  environment? 

At  AIG,  we  think  so.  There  is  little  to  be 
gained  by  arguing  over  waste  disposal  that 
happened  long  ago.  America  needs  a  system  that 
will  promote  fast  and  effective  cleanup,  reduce 
unnecessary  legal  fees,  spread  the  cost  of  cleanup 
broadly,  and  encourage  responsible  waste 
management  practices  today 

A  PROPOSED  SOLUTION: 
THE  NATIONAL  ENVIRONMENTAL  TRUST  FUND. 

To  accomplish  this,  we  have  proposed 
creating  a  National  Environmental  Trust  Fund, 
similar  to  the  National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusively  for  cleaning 
up  old  hazardous  waste  sites.  Superfund  s  tough 


liability  provisions  would  still  apply  for  future 
pollution,  as  would  all  other  state  and  federal 
environmental  laws  designed  to  promote 
responsible  waste  management. 

One  way  this  fund  could  be  financed  would 
be  by  adding  a  separate  fee  to  commercial  and 
industrial  insurance  premiums  in  the  United 
States.  Even  a  modest  assessment,  say  2%  of 
premiums  and  an  equivalent  amount  for  self- 
insureds,  would  provide  about  $40  billion  over  the 
next  decade  -  more  than  enough  to  clean  up  the 
1,200  highest-priority  sites.  Without  endless  time 
and  money  spent  on  legal  debates  about  liability 

A  national  advisory  board  consisting  of 
private  individuals,  industry  and  public  officials 
could  be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring  committees 
in  each  community.  These  groups  of  local  citizens, 
representatives  of  industry  and  others  would  work 
with  the  Environmental  Protection  Agency  and 
their  own  state  on  the  particular  cleanup  site- 
from  the  very  beginning  of  the  cleanup  effort. 

YOU  CAN  HELP 

We've  waited  long  enough  and  spent  enough 
money  in  the  courtrooms.  Now  it's  time  for 
action.  A  cleaner  America  should  be  all  Americans' 
shared  goal  and  shared  responsibility. 

To  express  your  views,  or  if  you  would  like 
further  information  about  AlG's  proposed 
National  Environmental  Trust  Fund,  write  to 
Mr.  M.R.  Greenberg,  Chairman,  American 
International  Group,  Inc.,  70  Pine  Street,  New 
York,  NY  10270. 

World  leaders  in  insurance 
and  financial  services. 
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ecutives.  "Going  in.  a  performance  bo- 
nus such  as  options  or  shadow  stock  to 
plug  into  the  success  of  their  efforts. 
Going  out,  a  year's  salary  and  continued 
medical  benefits." 

Exit  contracts  saved  Ahearn  from  fi- 
nancial disaster.  "I  was  in  the  human- 
resources  field,  so  I  was  experienced 
enough  to  protect  myself,"  says  Ahearn. 
"I  saw  so  many  people  get  burned  in 
downsizings  that  it  became  very  neces- 
sary to  say  at  the  beginning  of  a  job 
that  I  want  to  have  an  understanding  as 
to  how  we  are  going  to  part  company." 

Don't  get  caught  by  surprise  when 
that  parting  of  the  ways  comes.  Corpo- 
rations used  to  provide 
social  services  such  as 
health  benefits,  life  in- 
surance, pensions,  and 
even  child  care.  No 
longer.  Unless  the  gov- 
ernment begins  to  pick 
up  some  of  the  slack, 
you're  on  your  own. 

You'll  learn  this  les- 
son painfully  if  you  lose 
your  job  and  are  forced 
to  buy  your  own  insur- 
ance^— especially  health 
insurance.  Don't  panic. 
If  you're  leaving  a  cor- 
poration with  more  than 
20  employees,  you  can 
continue  to  receive  its 
group  health  insurance 
for  up  to  18  months  by 
paying  the  company's 
group  health  premium 
plus  Y'<  or  2- ! .  But  start 
shopping  right  away. 
Never  "go  bare,"  or 
skip  insurance  while 
looking  for  a  new  job.  A 
major  illness  can  wipe 
out  your  savings  in 
months.  So  insure 
against  medical  catas- 
trophe quickly. 
call  around.  No  mat- 
ter what  you  decide  to 
do,  it  will  not  be  cheap. 
Blue  Cross  &  Blue 
Shield  Assn.  coverage 
can  easily  cost  $4,000  to 
$5,000  a  year  for  a  fam- 
ily. Group  plans  with 
big  deductibles — say,  81,000 — can  cost 
about  20%  less.  Professional  organiza- 
tions and  trade  groups  often  offer  such 
plans,  and  anyone  over  55  (or  with  a 
spouse  over  55)  should  look  into  the 
American  Association  of  Retired  Per- 
sons' group  health  plan  and  its  mail-or- 
der pharmacy.  Health-maintenance  orga- 
nizations can  be  a  good  value,  too.  If 
you  belonged  to  an  HMO  through  your 
employer,  you  may  be  able  to  keep 


up  your  membership  when  you  leave. 

You'll  need  to  buy  life  insurance  on 
your  own.  too.  Make  sure  you  keep  it 
cheap  and  keep  it  simple.  "Term  life" — 
meaning  straight  insurance  without  the 
investment  component  of  "whole  life" — 
is  relatively  inexpensive.  Buy  just 
enough  to  protect  your  family  against 
your  death.  The  National  Insurance  Con- 
sumer Organization  recommends  seven 
times  your  income  if  you  have  a  family 
with  two  or  more  kids.  Remember:  Don't 
mix  that  kind  of  protection  with  savings 
or  investments.  And  if  you  have  no  de- 
pendents, you  may  not  need  life  insur- 
ance at  all. 


RECONSTRUCTING  YOUR  RESUME 

Given  the  new  realities  of  the  job  market,  your  resume  could  probably  use  a 
makeover.  Forget  titles,  'career  objectives, '  and  the  goal  of  'bigger' jobs  at 
bigger  companies.  Show  skills,  experience  and  credentials  that  raise  your 
employability  quotient 


OLD  RESUME  1981 


Lawrence  Ladderclimber, 
Accountant 
Career  Objective 

To  join  a  large  corporation,  be- 
come comptroller,  and  move  up 
to  treasurer. 

Education 

Bachelor  of  Science.  Accounting. 
Leonard  Stern  School  of  Busi- 
ness, New  York  Universitv, 
1971-75. 

Advanced  accounting  courses 

►  Federal  Tax  Laws 

►  Management  Accounting 

►  Quantitative  Analysis 

Experience 

Standard  Steel  Co.  1975-81 

Junior  accountant,  worked  in  the 
comptroller's  office  on  various 
projects.  Desire  a  larger  job  and 
more  responsibility  to  match  edu- 
cation and  abilities. 


NEW  RESUME  1991 


Jennifer  Jobhopper 
Summary 

Skilled  in  bringing  products  to  mar- 
ket. Proficient  in  financial  analysis, 
negotiations,  and  dealmaking. 

Experience 

Startup  Manufacturing  Co.  1988-90 

Created  business  plan  for  startup. 
Developed  marketing  strategy, 
identified  clients,  and  then  became 
manager  of  business  development. 
Foodcolnc.  1987-88 
Led  new-product  development  team 
to  launch  new  shelf-stable  stew  that 
became  a  $36  million  brand. 
LBO  Inc.,  New  York  1982-85 
Performed  due  diligence  and  valua- 
tion in  M&A  department.  Participat- 
ed in  12  acquisitions.  10  sales  of  op- 
erations, 7  common-stock  offerings. 

Education 

►  Harvard  L'niversity  Graduate 
School  of  Business  Administra- 
tion: MBA  1987 

►  University  of  Michigan: 
Bachelor  of  Arts  1981 


ity  policy  even  if  you're  still  working 
a  large  corporation.  Chances  are  tj 
company's  coverage  isn't  enough.  J 
makes  sense  to  set  up  your  own  disalj 
ity  insurance  now  and  beef  it  up  on 
you  move  on.  Besides,  if  you  work 
home  at  a  later  date,  getting  disabilij 
won't  be  easy.  But  don't  bother  wij 
credit-card  or  mortgage  insurants 
They're  expensive,  and  the  money  cj 
be  better  used  in  a  disability  policy.  I 
deep  breath.  If  you're  moonlightiri 
you  should  also  think  about  establishij 
a  Keogh-type  pension  plan  in  prepay 
tion  for  leaving  the  fold.  Go  to  a  bank* 
or  broker  and  set  up  a  Simplified  Ea 
ployee  Pension  (SI^ 
plan.  These  let  you  ca 
tribute  up  to  13.04%  jj 
your  self-employmej 
earnings — up  to  $30,(1 
a  year. 

When  you  leave  yol 
employer,  one  of  yol 
first  choices  will  i 
whether  or  not  to  grj 
your  pension  money  i 
a  lump  sum  and  nl 
You  may  be  eager 


DiTi  Hi 


Most  people  forget  disability  insur- 
ance, especially  since  it's  even  more  ex- 
pensive than  health  insurance.  But  in- 
suring your  income  is  as  important  as 
insuring  against  a  health  emergency. 
The  best  coverage  in  your  30s  and  40s 
may  be  an  annually  renewable  disability- 
income  (ARDI)  policy.  The  initial  price  is 
low  and  rises  slowly  over  time.  Switch  to 
a  fixed  policy  once  you  hit  your  50s. 

You  should  take  out  a  private  disabil- 


(V 


cut  all  ties  to  the  or 
nization,  especially 
you've  been  laid 
But  take  a  deep  brea 
and  wait  a  minu 
Looking  for  a  job 
setting  up  your 
business  is  hard  enou 
without  having  to  w 
ry  about  managi 
your  pension  funds 
you  are  satisfied  w 
the  investment  perf 
mance  and  safety 
your  former  compan 
pension  funds,  you 
want  to  leave  both 
defined-benefit  and 
fined-contribution  m 
ies  with  the  compa 
for  six  months  to 
year.  Once  you  ta 
your  401(k)  and  defin 
benefit  funds  out,  j 
have  to  roll  them  ii 
an  ira  or  into  anotl 
company's  pension  fi 
within  60  days  or  } 
will  face  stiff  penalties. 

Still,  given  the  general  uncertainty 
the  pension-fund  industry,  many  peo 
are  opting  for  lump-sum  paymer 
They'd  rather  manage  the  money  th< 
selves.  That  may  be  good  practice,  sii 
more  and  more  people  will  be  manag 
more  and  more  facets  of  their  pro: 
sional  lives  for  the  foreseeable  futur 

By  Bruce  Xussbaum  in  New  York, 
bureau  reports 
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THE  CASE  AGAINST 
BAXTER  INTERNATIONAL 

Did  the  world's  largest  hospital-supply  company  break  U.S.  law  to  do  business  with  Nestle? 


E 


Iven  by  the  standards  of  most  chief 
executive  officers.  Baxter  Interna- 
Itional  Inc.'s  Vernon  R.  Loucks  Jr. 
sports  the  whitest  of  white-shoe  creden- 
tials. At  Yale  University,  he  was  induct- 
ed into  the  Skull  &  Bones  secret  society, 
which  counts  such  high-powered  initiates 
as  President  George  Bush.  Then,  after  a 
two-year  stint  in  the  U.  S.  Marine  Corps, 
he  headed  off  to  Harvard  business 
school,  where  he  graduated  in  1963. 

These  days,  however,  Loucks's  white 
shoes  are  looking  scuffed.  In  the  past  18 
months,  his  company  has  become  the 
target  of  two  investigations.  In  Chicago, 
a  federal  grand  jury  is  hearing  evidence 
to  determine  whether  Baxter — the 
world's  largest  hospital-supply  compa- 
ny— violated  federal  antiboycott  law  in 
an  effort  to  get  its  name  removed  from 
an  Arab  League  blacklist  of  companies 
doing  business  with  Israel.  Documents 
obtained  by  BUSINESS  WEEK  and  under 
examination  by  the  U.  S.  Attorney  for 
the  Northern  District  of  Illinois  suggest 
Baxter  may  have  illegally  provided  infor- 
mation about  its  Israeli  operation  and 


pledged  to  Arab  League  officials  not  to 
do  business  with  Israel.  Fred  L.  Fore- 
man, U.  S.  Attorney  for  the  Northern 
District  of  Illinois,  declines  to  comment. 

Baxter  is  also  under  scrutiny  on  the 
home  front.  On  Sept.  6,  the  company 
revealed  that  the  Health  &  Human  Ser- 
vices Dept.  was  investigating  allegations 
that  it  paid  kickbacks  to  doctors  who 
referred  medicare  and  medicaid  patients 
to  Caremark  Inc.,  its  home  health  care 
unit.  Such  payments  could  represent  vio- 
lations of  the  Medicare-Medicaid  Anti- 
kickback  Statute  (page  110). 
besieged.  Baxter  has  been  under  fire 
since  May,  1990,  when  it  first  acknowl- 
edged that  the  Commerce  Dept.  was 
probing  its  Mideast  business  activities 
for  possible  violations  of  the  Export  Ad- 
ministration Act,  which  forbids  compa- 
nies to  comply  with  foreign  boycotts 
against  friendly  states.  The  case  has 
since  been  referred  to  the  Justice  Dept., 
which  is  investigating  whether  Baxter 
sold  its  profitable  Israeli  medical-supply 
business  and  agreed  to  a  financially  un- 
favorable deal  with  the  Svrian  armv  in 


order  to  get  off  the  Arab  blacklist.  Fl 
vious  reports  have  suggested  that  bI 
ter  wanted  to  get  off  the  blacklist! 
expand  its  Mideast  business,  which  c  se 
rently  generates  less  than  S15  millioi 
year  in  sales. 

But  BUSINESS  WEEK  has  learned  t 
investigators  believe  Baxter  wanted 
get  off  the  blacklist  in  order  to  pursu 
far  more  lucrative  joint  venture  w 
Nestle,  the  Swiss  food  giant.  Nes 
which  has  a  substantial  Mideast  bi 
ness,  did  not  want  to  alienate  its  A 
customers  by  teaming  up  with  a  bla 
listed  company,  according  to  an  indh 
ual  with  direct  knowledge  of  the  neg 
ations  between  Nestle  and  Baxter. 

In  April,  1989 — three  months  af 
Baxter's  removal  from  the  blacklist — 
two  companies  publicly  announced 
formation  of  Clintec  International  to 
velop  and  market  clinical-nutrition  pr 
ucts  worldwide.  U.  S.-based  Clintec  c 
rently  has  more  than  $300  million 
sales.  The  timing  of  the  Clintec 
nouncement  has  caught  the  gove  - 
ment's  notice,  and,  according  to  a  sou 
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THE  CORPOR.' 


W  BAXTER  CAME 
HPER  SCRUTINY 

IARY,  1988  Baxter's 
s  affiliate  and  the  Syrian 
begin  discussions  about 
ing  an  intra venous-solu- 
plant  in  Syria 


in  the  Middle  East,  and  Baxter 
announce  they  are  setting  up  a 
50-50  joint  venture,  called 
Clintec  International,  to  devel- 
op and  market  clinical-nutri- 
tion products  worldwide 

LATE  1989  Baxter  agrees  to  a 
joint  venture  with  the  Syrian 
army  to  build  an  intravenous- 
fluids  plant  in  Syria 

FEBRUARY,  1990  TheCom- 
merce  Dept.  launches  an  inves- 
tigation into  whether  Baxter  vi- 
olated U.S.  antiboycott  law 

APRIL,  1990  Baxter  signs  a 
definitive  agreement  with  the 
Syrian  army  to  build  plant 

FEBRUARY,  1991  The  Justice 
Dept.  begins  a  criminal  investi- 
gation into  charges  that  Baxter 
sold  its  Israeli  operation  to  get 
off  the  Arab  blacklist 

JUNE,  1991  Baxter  drops 
plans  to  build  the  Syrian  plant 


DATA:  BW 


CIO  LOUCKS:  SINCE  THE 
EARLY  1980s,  HE  WAS 
DETERMINED  TO  GET 
BAXTER  OFF  THE  ARAB 
LEAGUE'S  BLACKLIST 


UARY,  1988  Baxter  sells 
ofitable  Israeli  hospital- 
iy  business  to  Teva  Phar- 
lutical.  Three  days  after 
□le  is  closed,  Baxter  sub- 
documents  to  the  Syrian 
attesting  that  the  trans- 
n  has  been  completed 


1988  Baxter's  G.  Mar- 
Abbey  flies  to  Damascus, 
!,  to  meet  with  Syrian 

officials,  including  Syrian 
nse  Minister  General 
afa  Tlass 


EMBER,  1988  Baxter 
iits  documents  further  de- 
g  its  former  Israeli  opera- 
o  Syrian  army  officials 


IARY,  1989  Baxter 
s  that  it  has  been 
ped  from  the  Arab  black- 
f  companies  doing  busi- 
with  Israel 


L,  1989  Nestle,  a  com- 
with  extensive  interests 


to  the  investigation  and  several  in- 
lals  who  have  been  questioned  by 
IS.  Attorney's  office,  the  govern- 
s  investigation  extends  to  top  exec- 
i  at  Baxter's  Deerfield  (111.)  head- 
ers as  well  as  the  highest  levels  of 
9  and  Clintec. 

lcks  denies  any  allegations  of 
'doing.  He  admits  that  his  compa- 
ventures  into  the  murky  Mideast 
&  and  the  largely  unregulated 

health  care  field  have  been  risky, 
e  asserts  that  they  were  calculated 

taken  only  after  soliciting  the  ad- 
if  top  outside  legal  counsel,  includ- 
>rmer  Secretary  of  State  Cyrus  R. 
?,  who  has  served  as  a  Yale  trustee 
Loucks.  The  investigators,  the  56- 
>ld  Loucks  suggests,  are  likely  to 

up  empty-handed.  "There's  been 
>tification  they're  going  to  prose- 
is  under  criminal  statutes,"  Loucks 

"They  can  do  anything,  you  know, 
ling  drop  it." 

cter's  chairman  clearly  hopes  this 
e  the  case.  But  BUSINESS  WEEK  has 
;d  that  the  U.  S.  Attorney  may 
ndictments  against  the  company.  A 
)1  Hill  source  with  direct  knowl- 
of  the  investigation  says  the  ex- 
1  indictments  of  both  the  company 
idividual  executives  could  be  based 
arges  that  extend  beyond  alleged 


boycott  violations.  Such  charges  may  in- 
clude allegations  of  bribery  and  other 
violations  of  the  Foreign  Corrupt  Prac- 
tices Act  as  well  as  potential  violations 
of  Securities  &  Exchange  Commission 
regulations.  Baxter  denies  it  paid  bribes 
or  violated  securities  laws. 
highly  risky.  Why  was  Baxter  so  eager 
to  get  off  the  blacklist?  By  the  mid- 
1980s,  Baxter  executives  recognized  that 
opportunities  in  the  Mideast  region  were 
limited  and  risky.  Instead,  a  source  close 
to  the  investigation  and  several  individ- 
uals who  have  been  questioned  by  the 
U.  S.  Attorney's  office  say,  Baxter  need- 
ed to  sever  its  ties  with  Israel  and  get 
its  name  off  the  blacklist  to  launch  its 
potentially  far  more  lucrative  joint  ven- 
ture with  Nestle  in  the  fast-growing  $2 
billion  clinical-nutrition  market. 

Getting  off  the  blacklist  was  an  explic- 
it condition  of  the  joint  venture,  accord- 
ing to  a  source  with  direct  knowledge  of 
the  negotiations  between  Nestle  and 
Baxter.  "Nestle  had  basically  stuck  a 
gun  in  their  gut  and  said:  'Get  off  the 
blacklist,' "  says  another  source  with 
knowledge  of  the  investigation.  "Balo- 
ney," says  Francois-Xavier  Perroud,  as- 
sistant vice-president  of  Nestle,  who  un- 
equivocally denies  that  Nestle  exerted 
any  such  pressure. 

Clintec's  CEO,  Richard  B.  Egen,  ac- 


knowledges that  the  government  ap- 
pears to  be  keenly  interested  in  the  joint 
venture.  "I'm  aware  that  they've  asked 
for  a  lot  of  documents  involving  Clin- 
tec," he  says.  Egen  says  that  top  execu- 
tives from  Baxter  and  Nestle  were  inti- 
mately involved  in  the  formation  of  the 
venture.  "This  was  very  much  Vern's 
idea  to  set  up  Clintec,"  he  says. 

Nestle  and  Baxter  had  been  quietly 
working  together  since  1986,  when  Nes- 
tle transferred  more  than  $50  million  in 
assets  to  Baxter  in  return  for  its  agree- 
ment to  distribute  Nestle's  clinical-nutri- 
tion products  in  the  U.  S.  The  companies 
did  not  publicly  announce  their  arrange- 
ment. The  1989  joint  venture  expanded 
the  agreement  into  a  50-50  partnership 
aimed  at  overseas  markets.  In  contrast 
to  the  1986  arrangement,  this  deal  was 
loudly  trumpeted  to  the  press.  Baxter 
says  it  kept  fanfare  before  1989  to  a 
minimum  until  it  was  sure  that  Clintec 
would  fly. 

Since  1989,  Clintec's  sales  have  soared, 
partly  because  of  a  spate  of  European 
acquisitions  this  year.  From  $120  million, 
Clintec's  sales  have  climbed  to  more 
than  $300  million  in  just  two  years — a 
growth  rate  that  far  exceeds  Baxter's 
own.  As  for  profits,  Clintec's  Egen  says 
only:  "We're  doing  extremely  well." 

Loucks  makes  no  bones  about  his  in- 


'ORATION 
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iiese  flags  have  to  fly. 


^  ^    As  supplier  to  the  1992  U.S.  Olympic 
.C±±5    Team,  the  Emerson  Flag  Company 

has  to  crank  out  flags  a  lot  faster 
r\T\T)  than  Betsy  Ross  ever  did.  And  with 

business  being  the  kind  of  last- 
"*8&88r°  minute  ordeal  it  often  is,  Emerson 
has  to  deliver  them  fast,  too,  So  they  use  Express 
MaiF  overnight  service  from  the  post  office.  It  s 
guaranteed  *  It's  inexpensive.  And  Express  Mail 
will  pick  up  unlimited  packages  for  a  single  pick- 
up charge.  With  value  like  that,  Express  Mail 
could  help  any  business  have  a  banner  year.  For 
pickup,  call  1-800-333-8777.  We  deliver. 


^TL  EXPRESS 
ISMAIL  9S6> 

© 1991  USPS  -SOME  RESTRICT,0NS  APPLY.  CONTACT  YOUR  POST  0FF,CE  FOR  DETAILS.  36  USC  380 


tense  determination  since  the  early 
1980s  to  get  Baxter  off  the  Arab  League 
blacklist  so  it  could  participate  more 
fully  in  the  Mideast  market.  One  of  the 
objectives  he  set  for  Baxter  Senior  Vice- 
President  and  General  Counsel  G.  Mar- 
shall Abbey  in  1987  was  to  find  a  way  to 
do  just  that.  To  that  end.  Abbey,  who 
reported  directly  to  Loucks.  headed  a 
low-profile  campaign  known  by  top  Bax- 
ter executives  as  "The  Syria  Project." 
Abbey  was  also  part  of  the  small  circle 
of  top  Baxter  and  Nestle  executives  in- 
volved in  the  Clintec  negotiations. 

According  to  a  source  with  direct 
knowledge  of  these  events.  Abbey 
briefed  the  group  at  the  start  of  most 
sessions  on  what  was  euphemistically 
called  "The  Obstacle."  -bringing  negotia- 
tors up  to  date  on  Baxter's  progress  in 
getting  off  the  blacklist.  The  group  in- 
cluded Clintec's  Egan  and  NestJe's  top 
marketing  officer.  Camillo  Pagano.  who 
was  not  available  for  an  interview.  "By 
that  point.  Vera  had  lost  the  illusion  that 
there  was  a  grand  market  in  the  Middle 


East.  There  was,  no  pot  of  gold  sitting  in 
the  sand."  says  this  source.  "Nestle  was 
very  clear  that  it  would  not  go  ahead 
with  the  joint  venture  unless  the  boycott 
issue  was  resolved.  Vera  knew  this  was 
the  condition." 

Loucks  denies  that  he  was  present  at 
any  negotiation  where  such  a  condition 
was  discussed.  He  defends  Abbey,  who 
he  says  was  present  at  these  meetings, 
as  well.  "I  stand  by  Marsh  on  this 
thing."  Loucks  says.  Abbey  is  traveling 
and  unavailable  for  comment,  but  says 
through  a  spokesman  that  he  has  com- 
mitted no  wrongdoing. 
hard-line  countries.  Baxter's  Mideast 
odyssey  began  in  1969.  when  it  set  up 
Travenol  Laboratories  (Israel)  Ltd.  to 
distribute  its  products.  Two  years  later, 
the  company  built  a  plant  near  Ashdod. 
about  25  miles  south  of  Tel  Aviv.  The 
facility  manufactured  intravenous  solu- 
tions, blood-collection  devices,  and  other 
products.  In  1975,  Baxter  learned  that 
the  Arab  League  had  placed  it  on  the 
blacklist  of  countries  doing:  business 


JUST  WHAT  BAXTER 
DIDN'T  NEED: 
A  PAYOLA  PROBE 


Lately.  Baxter  International  Inc. 
cant  dodge  the  bad  news.  On 
Sept.  6.  the  company  revealed 
that  Caremark  Inc..  its  $880  million 
home  health  care  unit,  is  being  investi- 
gated for  allegedly  paying  kickbacks  to 
doctors.  The  Inspector  General's  Office 
of  the  U.  S.  Health  &  Hu- 
man Services  Dept.  began 
its  probe  in  August  after 
complaints  from  Caremark 
rivals  and  physicians  of- 
fended by  the  practice, 
government  sources  say. 

The  company  has  been 
paying  physicians  who  re- 
fer privately  insured  pa- 
tients since  the  early 
1980s.  It  extended  the  pay- 
ments to  doctors  who  treat 
medicare  patients  about  18 
months  ago.  say  former  executives,  af- 
ter losing  market  share  to  competitors 
such  as  Atlanta-based  T2  Medical  Inc. 

Paying  doctors  for  referrals  is  spe- 
cifically prohibited  by  the  1977  Medi- 
care-Medicaid  Antikickback  Statute. 
Caremark  maintains  that  it  paid  doc- 
tors from  S12  to  $150  a  week  not  for 
referrals  but  as  fees  for  monitoring 
patients  receiving  treatment  at  home. 
The  key  issue  is  whether  physicians 
actually  did  the  paperwork  and  super- 
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vision  the  company  claims  they  did. 

Caremark  Chief  Executive  Charles 
H.  Blanchard  says  the  company  knew 
that  its  payments  fell  into  a  gray  area 
that  it  believes  has  not  been  addressed 
by  HHS.  But  he  adds  that  Caremark 
stands  by  its  decision  because  the  law 
remains  so  fuzzy.  Even  so,  it  will  quit 
paying  physicians  and  hospitals  who 
refer  medicare  and  medicaid  patients 
to  its  facilities  starting  Oct.  L 
standard  practice.  Observer?  say 
that  offering  financial  incentives  to 
doctors  and  hospitals  is  standard  prac- 
tice in  the  S2.5  billion  home 
health  care  industry.  But 
Parker  H.  Petit  chief  fi- 
nancial officer  for  rival 
Home  Nutrition  Services, 
says  the  probe  could  spook 
doctors  who've  agreed  to 
such  deals:  "In  the  future, 
if  doctors  want  to  do  trans- 
actions like  this,  they'll  be 
very,  very  cautious." 

Even  if  Caremark  is 
barred  from  participating 
in  medicare,  it  won't  feel 
much  of  a  pinch.  The  company,  with  a 
35r~t  market  share,  was  a  top  perform- 
er in  the  first  half  of  1991.  when  oper- 
ating earnings  rose  more  than  20^. 
Medicare  patients  contributed  roughly 
20^  of  revenues  in  1990,  but  just  2%  of 
profits.  However,  if  the  Inspector  Gen- 
eral refers  the  case  to  the  Justice  Dept. 
for  further  action,  Baxter's  image 
could  need  some  nursing. 

By  Julia  Flynn  Siler  in  Chicago,  with 
Susan  B.  Garland  in.  Washington 


with  Israel.  It  tried  to  get  off  the 
almost  immediately.  But  in  1977,  J 
Vance  was  Secretary  of  State,  the 
passed  the  antiboycott  law. 

The  law  says  that  while  it  is  not  il 
for  a  company  to  try  to  get  off 
blacklist,  it  must  do  so  in  a  way 
doesn't  comply  with  the  Arab  boycc 
Israel.  The  catch  was  that  in  hart 
countries  such  as  Syria,  the  only  a 
ent  way  to  get  off  the  list  was  to  : 
all  ties  with  Israel,  according  to  a 
mer  Baxter  executive.  And  Baxter 
no  luck  with  a  number  of  attempts 
the  years  to  invest  in  Saudi  Ar 
which  it  considered  among  the 
moderate  Arab  nations. 

To  get  off  the  blacklist  legally.  Bs 
needed  a  legitimate  business  reasoi 
selling  its  Israeli  operation.  But  ir 
early  to  mid-1980s,  Baxter's  Israeli 
ness  was  turning  a  fair  profit.  In 
the  year  before  it  was  sold,  it  earne 
million  on  sales  of  $19.5  million,  a 
return  on  sales.  That  year,  by  com 
son.  Baxter  itself  earned  $331  millio 
sales  of  $6.2  billion,  a  5.3^  return. 

Baxter  says  it  decided  to  sell  bee 
growth  opportunities  were  limited 
problem,  says  David  N.  Jonas,  the 
mer  general  manager  of  the  Israeli 
ness.  was  that  the  company  had  n< 
90^  of  its  market.  "Where  do  yoi 
from  there?"  asks  Jonas,  who  is 
Baxter's  vice-president  for  corporate 
velopment.  The  operation  was  sol 
Teva  Pharmaceutical  Industries  Lt 
February.  1988.  for  $19  million. 

In  the  meantime.  Baxter's  Abbey 
working  on  the  Syria  project 
says  he  believed  the  company  coul 
off  the  blacklist  while  complying 
U.  S.  law  by  making  a  "parallel 
ment"  that  was  greater  than  or  eq 
Baxter's  Israeli  business  in  an 
country.  With  no  luck  in  more  mod 
countries.  Baxter  leapt  at  the  chan 
build  a  plant  as  pan  of  a  joint  ve: 
with  the  Syrian  army.  .The  Syrian 
ket  was  admittedly  risky,  small,  an 
litically  volatile.  Yet  the  Arab  Leaj 
boycott  office  was  headquartered  in 
mascus.  and  a  successful  venture  in 
ia  might  persuade  Arab  League  o: 
to  remove  the  company  from  the  1 

Baxter  first  petitioned  to  do  bus 
in  Syria  as  early  as  mid-1986,  acco: 
to  an  internal  company  documen 
January.  1988.  Baxter's  Swiss 
and  the  Syrian  army  had  begun 
about  building  the  facility.  Abbey 
at  least  one  trip  to  Damascus  befoi 
deal  was  struck,  meeting  with  Gei 
Mustafa  Tlass.  the  Syrian  Defense 
ister  whom  Jewish  groups  had  ident 
at  the  time  as  the  author  of  a  venon 
ly  anti-Semitic  text.  A  Baxter  spokes 
confirms  this  meeting,  but  says  A' 
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Office  Help  That  Works 
Through  Lunch. 


The  new  Samsung  FX2200  will  also  come  Automatic  FAX/TEL  function  with  out- 

in  early  and  stay  late.  Without  complain-  going  message.  Ten-sheet  document 

Ing.  Without  asking  for  a  raise.  feeder.  Plus  one  more  terrific  feature:  a 

And  if  you're  a  small  business  with  big  terrific  price, 
ambitions,  you  need  a  fax  this  good.  And  the  FX2200  is  just  one  of 

Especially  in  today's  fast-paced  busi-  Samsung's  new  line  of  sleek  and  stylish 

ness  environment  when  speed  is  of  the  fax  machines.  Which  means  there's  one 

essence,  and  overnight  delivery  services  that's  right  for  your  business, 
just  aren't  fast  enough.  For  more  information,  just  visit  your 

With  the  Samsung  FX2200,  you  get  nearest  Samsung  dealer, 
important  features  like  one-touch  dialing  Isn't  it  reassuring  to  know  that  while 

for  1 0  locations.  Automatic  paper  cutting.  you're  out  having  lunch,  one  of  your  most 

Telephone  answering  machine  interface./  valuable  employees  is  working  through  it? 

Samsung  Electronics  America,  Inc..  301  Mayhill  Street  Saddle  Brook,  NJ  07662  (201 )  587-9600  Fax  (201 )  587-91  78 

eg  SAMSUNG 

Electronics 

Technology  that  works  for  life.  ■■ 


Electron  gun  technology  may  not 
be  a  household  word . . . 


■ 


Scientists  explore  the  atomic  world  with  our  electron  microscopes. 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined. 
It  is  involved  in  the  advancement  of  medicine. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  fact,  this  technology  can  be  found  in  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions. 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  within 


the  realm  of  the  atomic  world,  our  efforts  h( 
made  a  profound  impact  upon  science.  EG 
the  reason. 

It  allows  unprecedented  levels  of  resok 
extremely  powerful  magnifications  —  an  eli 
combination  until  now. 

We  built  the  world's  most  advanced  ele 
microscope.  To  give  you  an  idea  of  its  powc 
imagine  discerning  a  grain  of  sand  on  the  1 
From  your  back  porch. 

Closer  to  home,  our  dual  focus  EGT  sy 
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. .  but  it's  showing  up  in  more  and 
lore  households. 


Our  bright  and  vivid  Ultravision  TVs  are  out  of  this  world. 


)le  for  the  exceptionally  sharp  and  bright 

)und  on  Ultravision,  our  super  projection 

Le  first  television  to  deliver  850  lines  of 

n.  An  incredible  feat. 

lon't  think  of  us  solely  for  electron  gun 

*y.  We're  a  US$55  billion  international 

on*  With  310,000  employees.  And  over 

)roducts  —  everything  from  optoelectronic 

d  circuits  to  electric  shavers. 

ips  more  importantly,  Hitachi  is  synony- 

th  outstanding  quality  and  reliability. 


Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*US$54.872  million;  net  sales  for  the  year  ending  March  31, 1991.  US$1  =  ¥141 

For  more  information  about  Ultravision,  call  toll-free 
1-800-H1TACHL  (Applicable  within  U.S.  only)  ' 


0  HITACHI 


e  Corporation 


i 


was  not  aware  of  Tlass'  reputation. 

The  deal  reached  between  the  Syrian 
army  and  Baxter  in  late  1989  is  believed 
to  have  been  highly  favorable  to  the  Syr- 
ians. Baxter  promised  to  build  the  plant, 
provide  technology  and  training,  and  re- 
ceive only  a  "minimal  percent"  of  the 
profit  for  10  years,  says  a  source  close 
to  the  probe.  After  that,  the  entire  oper- 
ation would  be  turned  over  to  the  Syri- 
ans. "The  bean  counters  at  Baxter  called 
it  the  Deal  from  Hell,"  this  source  says. 

Baxter  does  not  deny  that  getting  off 
the  blacklist  was  part  of  the  reason  it 
went  ahead,  but  it  also  says  the  opera- 
tion would  have  been  "sufficiently  prof- 
itable" to  make  it  worthwhile.  Loucks 
says  he  never  saw  the  contract. 
bitter  battle.  Baxter  confirms  that  the 
U.  S.  Attorney  has  subpoenaed  docu- 
ments relating  to  the  profitability  of  the 
Israeli  operation  and  the  contract  with 
the  Syrian  army.  It  maintains  that  sell- 
ing the  Israeli  unit  was  strictly  a  busi- 
ness decision  entirely  unrelated  to  the 
Syrian  joint  venture. 

But  an  Arab  League  memo  and  inter- 
nal company  documents  obtained  by 
BUSINESS  WEEK  suggest  otherwise. 
These  documents  were  provided  by  Dr. 
Richard  Fuisz,  a  former  chief  executive 


of  a  Mideast  unit  of  Baxter  who  was 
ousted  by  Loucks  in  1982.  Fuisz  filed  a 
wrongful-discharge  suit  against  Baxter 
in  1985  and  negotiated  an  $800,000,  five- 
year  consultancy  contract  from  the  com- 
pany the  following  year,  ending  the 
fierce  court  battle.  Acknowledging  that 


'I  have  relied  on  the  opinions 

of  people  I  have 
confidence  in,'  says  Loucks 


he  is  still  bitter  toward  Loucks,  Fuisz 
says  he  spent  more  than  $35,000  of  his 
own  money  to  send  an  agent  to  Tunis  in 
1989  to  obtain  a  copy  of  a  memorandum 
from  the  Arab  League's  boycott  head- 
quarters regarding  Baxter's  petition  to 
be  removed  from  the  blacklist. 

The  memo,  which  Fuisz  says  was 
translated  from  Arabic  and  notarized  at 
his  expense,  says  that  the  Arab  League 
had  received  a  Baxter  "pledge  that  in 
the  future  neither  the  company  nor  any 
of  its  subsidiaries  will  establish  compa- 
nies in  Israel,  or  participate  in  them,  and 
will  not  grant  them  the  right  to  use  its 


name  or  its  technical  expertise."  Pem 
pating  in  the  Arab  boycott  against  In 
in  such  a  way  could  constitute  a  \m 
tion  of  U.  S.  law,  according  to  legal 
perts.  Baxter  will  neither  confirm^) 
deny  the  authenticity  of  the  docume 
the  accuracy  of  its  translation.  B 
was  this  document  that  helped  sparl 
Commerce  Dept.'s  initial  inquiry. 

Potentially  more  damaging  is  a  n 
from  a  Baxter  subsidiary,  Internat 
Medical  Technology  Ltd.,  to  the  S1 
army,  dated  Sept.  16,  1988.  This  m 
signed  by  Baxter's  Abbey,  also  ap{ 
to  suggest  a  connection  between  the 
of  Baxter's  Israeli  operations  es 
that  year  and  its  effort  to  get  ofi 
blacklist.  The  memo  and  attached 
ments  detail  the  terms  of  the  Israel 
eration's  sale,  its  profits  from  19S 
1987,  and  bank  receipts  showing 
transfer  from  Israel  of  all  those  pr< 
Baxter  confirms  the  authenticity  o: 
document  and  its  attachments. 

The  U.S.  Attorney's  Office  bel» 
that  Baxter  provided  information  a 
its  Israeli  operation,  in  comparison 
its  proposed  Syrian  venture,  to  shov 
Arab  League  that  Syria  was  getti) 
better  deal  than  the  Israelis,  accoi 
to  a  source  close  to  the  investiga 
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obviously  know 
have  to  walk  a 
ope  to  sell  on  both 

of  that  fence," 
Loucks.  "But  we 
hat  we  used  every 
ie  known  to  us  to 
is  advice  on  that." 
ince  it  is  illegal  to 
information  about 
li  operations  to 

countries  partici- 
r  in  the  boycott, 
tr  could  come  in 

pummeling  from 
.  S.  Attorney. 
;  mounting  legal 
iny  threatens  to 

Baxter's  recent  achievements.  In 

Loucks  led  a  gutsy  $3.7  billion 
ver  of  a  larger  rival,  American 
ital  Supply  Corp.  Two  years  later, 
id  more  than  $500  million  for  Care- 
,  Baxter's  largest  competitor  in  the 

health  care  market.  The  restruc- 
l  is  now  paying  off:  Second-quarter 
igs  jumped  28%,  to  $141  million, 

sales  should  reach  $9  billion  this 
Baxter  stock,  a  laggard  in  the  late 
,  has  climbed  22.9%  so  far  this 
compared  with  17.4%  for  the  Stan- 
&  Poor's  500-stock  index, 
t  the  charges  against  Baxter  are 


now  generating  much  ill 
will.  The  American  Jew- 
ish Congress  and  share- 
holders such  as  New 
York  City's  pension 
funds,  which  own  more 
than  1.9  million  Baxter 
shares,  have  demanded 
release  of  a  150-page 
Baxter  report  on  the  al- 
leged cooperation  with 
the  boycott. 

The  report  was  pre- 
pared last  year  by  out- 
side counsel  at  the  re- 
quest of  the  board's 
audit  committee.  In  No- 
vember, 1990,  Baxter 
released  a  one-page  summary  of  the  re- 
port, which  concluded  that  it  had  not 
violated  any  U.  S.  laws.  But  at  the  com- 
pany's annual  meeting  in  April,  New 
York  City  Comptroller  Elizabeth  Holtz- 
man  charged  that  "Baxter's  refusal  to 
release  this  report  suggests  it  has  some- 
thing to  hide."  Loucks  says  that  the 
company  hasn't  released  the  report  on 
the  advice  of  counsel. 
no  idea.  In  June,  Baxter  said  it  was 
dropping  plans  to  build  the  plant  in  Syr- 
ia, defusing  some  of  the  issue's  explo- 
siveness.  "Most  of  the  emotion  died 
when  the  Syrian  thing  was  canceled," 


says  Loucks,  who  admits  in  retrospect 
that  it  would  have  been  wiser  not  to 
pursue  the  project  and  says  he  had  no 
idea  of  Tlass's  reputation. 

But  customers  are  concerned.  Alan 
Weinstein,  president  of  Premier  Hospi- 
tals Alliance  Inc.,  formerly  known  as  the 
Consortium  of  Jewish  Hospitals,  which 
bought  $142  million  worth  of  Baxter 
products  last  year,  says  the  company 
has  been  a  good  partner.  But  he  says 
that  if  Baxter  is  indicted,  Premier  may 
have  to  rethink  that  relationship. 

The  pressure  on  Loucks  isn't  likely  to 
ease  in  coming  months  as  the  U.  S.  At- 
torney pursues  the  case.  Loucks  and  a 
spokesman  for  Abbey  both  say  the  gov- 
ernment has  not  informed  them  that 
they  are  targets  of  the  investigation. 
But  Baxter's  chairman  clearly  has  pon- 
dered this  possibility.  "If  I  have  to  go  up 
against  it,  I  can  stand  up  and  comfort- 
ably say  I  have  relied  on  the  opinions  of 
people  I  have  confidence  in,"  says 
Loucks,  referring  to  Vance,  who  could 
not  be  reached  for  comment,  and  the 
company's  other  outside  advisers.  "If 
that  isn't  good  enough,  well,  yeah,  may- 
be I'll  go  down.  But  if  I  go  down,  I'll  go 
down  with  that  kind  of  support." 

By  Julia  Flynn  Siler  in  Deerjield,  III., 
with  David  Greising  in  Chicago,  Tim 
Smart  in  Washington,  and  bureau  reports 


tly,  The  Equitable  further  strengthened 
il  base  through  a  $1  billion  invest- 
AXA,  one  of  Europe's  largest  insur- 
lobal  alliance  created  by  this  invest- 
i  both  companies  an  unprecedented 
I  to  expand  their  worldwide  presence 
lost  unlimited  potential  for  growth. 
IE  TIMING  IS  RIGHT. 
:ed  for  stability  in  the  insurance  and 
ervices  industries  has  never  been 
>rtant.  Globalization  and  deregula- 
:reasing  more  quickly  than  ever,  and 
■  investing  on  a  24-hour  basis  has 
reality. 

ow  The  Equitable  and  AXA  are 
)sitioned  to  take  maximum  advan- 
se  changes. 

THE  FIT  IS  RIGHT. 

or  factor  that  will  contribute  to 

i  of  this  new  association  is  the  excel- 

ween  the  two  companies.  In  insur- 


ance operations.  AXA  relies  heavily  on  an 
agency  system  to  deliver  its  products;  The 
Equitable 's  sales  force  of  over  9,000  agents  is 
recognized  as  one  of  the  most  productive  and 
professional  in  the  U.S.  insurance  business. 

We  both  have  strongholds  in  insurance 
markets  that  don't  overlap:  The  Equitable  in 
individual  life  and  annuities  in  the  U.S.,  and 
AXA  primarily  in  property  and  casualty  in 
Europe.  And  since  the  U.S.  is  the  world's  larg- 
est insurance  market  and  the  European  Com- 
munity is  expected  to  become  the  world's 
largest  unified  market  after  1992,  the  future 
looks  bright  indeed  for  this  new  global  alliance. 

In  investment  operations.  The  Equitable 
and  AXA  should  be  an  especially  powerful 
force.  Together  we  manage  well  over  $180 
billion  in  assets,  which,  if  combined,  would 
create  one  of  the  world's  largest  institutional 
investors.  And  when  you  add  AXAs  investment 
knowledge  and  distribution  capabilities  in 


Europe  to  The  Equitable 's  in  the  U.S.,  you 
open  doors  for  countless  joint  investment 
opportunities  all  over  the  world. 

THE  PHILOSOPHY  IS  RIGHT. 

Yet  another  big  plus  to  this  association  is 
the  philosophical  fit  of  the  two  companies. 
Both  consist  of  people  who  are  committed  to 
excellence,  take  pride  in  their  professionalism, 
and  are  dedicated  to  building  great  financial 
institutions  by  providing  quality  service  to 
policyholders  and  investment  clients.  These 
are  people  who  will  make  the  most  of  new 
opportunities. 

At  The  Equitable,  we're  looking  forward 
to  a  world  of  opportunities.  And  a  future  filled 
with  growth  for  us.  AXA  and  of  course, 
our  clients. 

To  learn  more,  please  write  to  Richard  H . 
Jenrette.  Chairman  and  CEO,  or  Joseph  J.  Melone. 
President  and  COO,  at  The  Equitable,  787 
Seventh  Avenue,  Dept.  A,  New  York.  NY  10019. 
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STRENGTH  IN  NUMBERS 


c  IWI  The  Equitable  Life  Assurance  Society  of  the  United  States.  NY.  NY  11X114 
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Telephone  companies  depend  on  their  ability  to  execute 
millions  of  transactions  second  by  second.  So  they 
need  to  work  with  a  computer  company  that  is  second 
to  none. 

Which  is  why  telephone  companies  choose  Unisys.  In 
fact,  if  you  use  a  telephone  in  the  U.S.,  odds  are  you're 
also  using  a  Unisys  computer. 

For  over  25  years,  we've  helped  phone  companies 
track  the  complex  cabling  that  connects  customers 
to  telecommunications  networks.  Today,  we  are  pro- 
viding systems  to  develop  enhanced  services  like 
voice  messaging  and  fax  mail,  in  addition  to  Emergency 
911  capability. 

And  the  U.S.  isn't  the  only  place  we  help  telecom- 
munications companies  manage  mission-critical  growth. 
Our  international  roster  includes  customers  in  places  like 
Sweden,  Holland,  Germany  and  the  United  Kingdom. 

To  hear  more,  just  call  1-800-448-1424,  ext.  168. 
You'll  learn  why  so  many  companies  rely  on  Unisys  people 
in  over  100  countries  to  help  them  stay  well-connected. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation.  . 
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'WE  HAVEN'T  LISTENED  TO  OUR  CUSTOMERS":  ANTONINI  IS  OVERHAULING  ALL  2,2O0  KMARTS 


ATTENTION,  SHOPPERS: 
KMART  IS  FIGHTING  BACK 


The  discounter  is  spending  billions  to  stave  off  Wal-Mart's  charge 


ooksett.  N.  H.,  seems  an  unlikely 
setting  for  a  clash  of  titans.  But 
as  the  site  of  the  first  Wal-Mart 
store  in  New  England,  this  Manchester 
suburb  dotted  with  discount  stores  and 
factory  outlets  has  become  just  that. 

A  sign  at  the  Kmart  discount  store 
half  a  mile  down  the  road  offers  to 
match  all  of  Wal-Mart's  prices.  But 
many  shoppers  crowding  the  Wal-Mart 
recently  already  seemed  like  loyalists, 
even  though  Kmart  Corp.  has  dominated 
discount  shopping  in  the  Northeast  for 
years.  Ham-  and  Anna  Kraft,  retirees 
from  North  Reading.  Mass.,  live  near  a 
Kmart  in  Saugus.  Mass.,  but  they  have 
made  the  45-minute  trek  north  to  Wal- 
Mart  three  times.  "We  price  things,  and 
it's  worth  driving  up  here."  says  Anna 
Kraft.  "We  used  to  shop  at  Kmart,  and 
we'd  wait  for  hours  in  line.  Sometimes 
we'd  get  so  disgusted  we'd  leave  the 
stuff  and  go." 

GOOD  news.  Joseph  E.  Antonini. 
Kmart's  chief  executive  officer  since 
1987,  doesn't  know  the  Krafts,  but  he 
knows  what  they're  talking  about.  "We 
haven't  listened  to  our  customers 
enough,"  he  says.  "They  want  quick 
checkouts,  wider  aisles." 

What  Joe  Antonini  wants  is  a  turn- 


around of  Kmart,  the  company  he  has 
worked  for  since  1963.  And  despite  Wal- 
Mart's  ominous  move  into  his  turf,  An- 
tonini is  creating  the  first  good  news  for 
the  $32  billion  retailer  in  some  time.  In 
one  of  the  industry's  most  woeful  years. 
Kmart's  earnings  for  the  first  six 
months  rose  9r<,  to  $270.3  million,  on 
sales  of  S16.2  billion.  Sales  in  stores  open 
more  than  a  year  were  up  2.9^  in  Au- 
gust. Analyst  David  Gilson  of  IDS  Finan- 
cial Services,  a  big  Kmart  investor,  fig- 
ures same-store  sales  will  increase  4.5^ 
for  the  year.  Kmart's  stock  has  risen 
83%,  to  42,  from  a  low  of  23  in  1990, 

although  it's  still  no  i  

higher  than  it  was 
four  years  ago. 

At  the  core  of  An- 
tonini's  efforts  is  a 
S2.5  billion  effort 
to  modernize  2,200 
Kmart  stores.  So  far, 
he  has  overhauled  416 
stores,  including  wider 
aisles,  better  lighting, 
clearer  signs,  and  im- 
proved inventory  con- 
trol. Analyst  Steven 
Kernkraut  of  Bear, 
Stearns  &  Co.  figures 


KMART:  GAINING 
GROUND 
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the  new  stores  are  logging  $40  tl 
more  in  sales  per  square  foot  thafl 
unrenovated  stores'  rate  of  $160. 

Just  as  important,  Kmart  shar< 
ers  credit  Antonini's  efforts  with 
ing  their  sagging  faith  in  the  rel 
"If  Kmart  hadn't  done  this  new 
concept,  it  would  have  been  a  few 
years  before  they  were  out  of  th( 
game,"  says  Marion  Dixon,  senior 
folio  manager  at  Delaware  Managt 
Co.,  which  owns  the  largest  t 
stake,  at  7.5  million  shares.  Dixon 
of  the  unfixed  stores:  "You  wo 
bring  your  worst  enemy  there." 

That's  ironic,  given  that  Kmart 
dazzled  investors  in  the  late  1960s 
stores  that  featured  discount  price; 
spacious  layouts  for  the  times.  B 
the  1980s,  Kmart's  senior  man; 
largely  neglected  the  core  disc 
stores  and  instead  diverted  cash 
into  buying  Waldenbooks,  Pay 
Drug  Stores,  the  Builders  Square 
repair  chain,  and  PACE  Membe 
Warehouse.  Meanwhile.  Wal-Mart, 
ton  Hudson's  Target  group,  and  t 
dependent  Venture  chain  all  built 
stores  and  offered  lower  prices. 
petite  sizes.  Now.  to  haul  Kmart 
its  rivals'  levels  in  efficiency,  An  tor 
testing  such  devices  as  ShopperTr 
maze  of  ceiling  censors  that  inc 
where  customers  are  congregating 
jovial  Antonini  visits  eight  to  10  K 
a  week  and  stops  in  at  Wal-Mar 
Target  "all  the  time."  He  const 
scrutinizes  the  merchandise  for 
ideas.  One  idea  he  had  is  a  line  of  p 
size  apparel  for  women  that  is  ! 
briskly.  He  has  also  allotted  more 
to  such  high-margin  products  as  co 
ics,  jewelry,  and  children's  clothinj 
lowered  prices  on  thousands  of  Kit 
more  popular  items. 

Kmart  has  also  boosted  its  mark 
to  spiff  up  its  image.  New  TV  ads 
Antonini  a  la  Iacocca.  greeting  cu 
ers  and  schmoozing  with  salespeopl 
has  also  been  edging  a  bit  upscale 
some  celebrity  tie-ins.  A  fashion  lin 
under  the  name  < 
Charlie's  Angel  J 
Smith  is  selling 
rate  of  more  thar 
million  a  year.  Bi 
such  effort,  a  ki 
and   dining  lin 
Martha  Stewart, 
enne  of  Connecl 
style  gracious  lji 
has  been  cut  bajf 
moderately  price*! 
ens  and  towels. 

Meanwhile,  Ajl 
ini  is  hedging  hisl 
The  specialty  st< 
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Top  Short-Term 
U.S.  Government 
Fund  Yields 


Spartan  Limited  Maturity 
Government  Fund 


CURRENT  YIELD* 

30-Day  Yield 
(ended  8  2091) 

7.82% 

HISTORICAL  RETURNS* 

Total  Return 
1  Year 

(6/30/90-6/30/91) 

10.46°° 

Avg.  Annual 
Return  Life 
of  Fund 

5  2  88-6  30  Oli 

8.73% 

In  today's  market,  income 
investors  are  turning  to  short- 
er-term government  bond 
funds  designed  to  offer: 

✓  Higher  current 
income  than  fixed-price 
money  market  funds  offer. 

✓  Greater  price 
stability  than  higher-yielding 
long-term  bond  funds. 

And.  Spartan  Limited 
Maturity  Government  Fund  is  one  of  the  highest  yielding  funds  of 
its  tvpe.1  The  fund  seeks  to  maximize  yields  by  niinimizing  fund 
operating  expenses.  You  pay  only  for  the  transactions  you 
make.2  and  there's  no  sales  charge! 

Call  for  today's  current  yield,  \linimum  investment: 
S10.000.  For  more  complete  information,  including  manage- 
ment fees  and  transaction  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 

Visit  Our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-8888 


Fidelity 


Investments 


•Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  the  effect  of  the  S5 
closeout  fee  on  an  average-sized  account.  Fidelity  is  temporarily  paying  a  portion  of  the  Fund  s  expenses.  If 
Fidehtv  had  not.  the  30-day  yield  would  have  been  "."2%  and  returns  would  have  been  lower  This  expense  limi- 
tation may  be  terminated  or  rev  ised  at  any  time,  at  w  hich  time  expenses  w  ill  go  up  and  yield  and  returns  w  UJ  go 
down  Share  price.  Yield  and  returns  w  ill  vary,  and  you  may  have  a  gain  or  loss  w  hen  you  sell  shares.  '  According 
to  Upper  Analvtical  Services.  Inc  .Mutual Fund  Yield  Survey,  the  Fund  ranked  #2  of  29  short-term  IS  govern- 
ment funds  for  the  30-day  period  ended  6  3CV91.  'Transactions  will  reduce  your  y  ield  depending  on  the  number 
vou  make  Fidelity  Distributors  Corporation  (General  Distribution  Agent).  PO  Box  660603.  Dallas.  TX 
"266-0603  CODE:  BW/SLM/100791 
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Kmart  acquired  in  the  L980s  contrffl 
of  profits  in  1990  and  are  expB 
to  provide  25$  by  1995.  They're  f 
headed  by  new  recruit  Georg 
Mrkonic.  a  39-year-old  Harv  ard  MB, 
past  president  of  Herman's  Spo 
Goods  Inc.  Under  his  guidance.  Am 
says.  Sports  Authority  Inc.,  a  chain 
giant  sports-equipment  stores,  tun 
profit  in  August  for  the  first  time 
its  1990  acquisition.  The  most  spec 
lar  growth,  however,  should  come 
the  PACE  Warehouse  Clubs,  \ 
Kmart  bought  in  1989.  Bear  Stes 
Kernkraut  expects  pace's  sales  to 
from  S2.3  billion  in  1990  to  S3.8  bull 
the  end  of  this  year. 
prime  real  estate.  It's  an  imprej 
burst  of  activity  from  a  retailer 
were  ready  to  write  off.  The  questi 
How  much  better  can  it  get?  The  a 
ny  is  still  far  from  garnering  the 
age  of  S215  to  S225  in  sales  per  si 
foot  that  Antonini  wants  by  1995. 
by  then,  Kmart  will  be  feeling  th< 
brunt  of  Wal-Mart.  The  hugely  su< 
ful  Arkansas-based  retailer  has  it 
stuck  to  rural  areas  of  the  South 


Kmarts  are  allotting  moi 
space  to  such  high-marg 
items  as  cosmetics,  jewel 
and  children's  clothing 


Midwest.  By  decade's  end.  how 
Wal-Mart  will  be  fully  established  ii 
ifomia  and  the  Northeast,  core  K 
strongholds. 

To  many,  there  is  little  doubt  wh 
better  competitor  is.  "I  don't 
Kmart  can  ever  match  the  manage 
training  and  enthusiasm  you  see  i 
ranks  at  Wal-Mart,"  says  Gilson  o 
which  also  owns  over  9  million  shai 
Wal-Mart's  stock.  "It's  tough  to  be 
ter  than  God." 

But  Gilson  remains  bullish  on  K 
maintaining  that  there's  enough  rex 
the  market  for  at  least  three  disc 
ers.  And  Kmart  has  something 
Mart  largely  doesn't  have  yet:  Prirr 
ban  real  estate.  "What  people  f 
about  Kmart  is  that  they  have 
dominance  in  terms  of  locations," 
Carol  Farmer,  a  retail  consultant  in 
Raton,  Fla.  "There  are  still  millio 
Americans  who  have  greater  acces: 
Kmart  than  a  Wal-Mart."  Given  th< 
gernaut  Kmart  faces  in  Wal-Mart 
decade  won't  be  easy.  But  Antonir 
given  his  company  a  fighting  chan 

By  Laura  Zinn.  with  David  Woodr 
Troy.  Mich.,  and  bureau  reports 
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What  a  powerful  world. 


lsung  Electronics  creating  a  better  world  is  a  tradition, 
d  where  people  have  the  power  and  the  freedom  to 
p  their  own  creativity.  Today,  Samsung  Electronics 
jes  this  tradition  by  investing  over  US$  700  million 


Electronics:  Joong  Ang  Daily  News  Bldg  ,  7.  Soonwha  Dong,  Choong-Ku. 
Tea    Tel:  (02)  751-6114    Tlx:  SAMSAN  K25088,  K22226    Fax  (02)  751-6064 


annually  in  research  and  development.  All  four  Samsung 
Electronics  divisions  are  dedicated  to  inventing  and  improving 
technologies  that  make  our  lives  easier  and  healthier.  Step 
up  to  the  world  of  Samsung  Electronics  and  enjoy  the  power. 

41  SAMSUNG 

Electronics 

Technology  that  works  for  life. 
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HOW  BAI 
WILL 
IT  GET? 

Chances  are  Salomon  will  survivl 
but  with  less  power  and  profits 


NOT  WASTING  TIME:  BUFFET 
QUICK  MOVES  TO  FESS  UP  Alt 
CLEAN  UP  HAVE  HELPED 


In  the  minds  of  many  employees  of 
Salomon  Inc..  it's  safe  to  say  the 
ghostly  visages  of  E.  F.  Hutton  & 
Co.  and  Drexel  Burnham  Lambert  Inc. 
loom  large.  Both  were  powerful  firms. 
But  after  being  forced  to  admit  serious 
wrongdoing,  Drexel  went  bankrupt  and 
Hutton  sold  itself.  Can  Salomon,  which 
has  admitted  rigging  its  bids  in  Treasury 
auctions,  avoid  a  similar  fate? 

That's  not  easy  to  predict.  Unlike  in- 
dustrial companies  with  lots  of  fixed  as- 
sets and  relatively  secure  markets,  in- 
vestment firms  are  very  perishable. 
Psychology  plays  an  important  role,  and 
when  perceptions  shift,  customers  and 
top  employees  can  vanish  overnight.  So 
can  the  billions  of  dollars  of  short-term 
credit  that  the  firms  need  to  function. 

Interviews  with  numerous  Wall  Street 
executives,  regulators,  and  other  observ- 
ers suggest,  though,  that  Salomon  has  a 
good  chance  of  making  it.  "I  personally 
predict  Salomon  will  survive  and  recov- 
er," says  Samuel  L.  Hayes  III,  professor 
of  investment  banking  at  Harvard  busi- 
ness school.  The  main  reasons  are  new 
Chief  Executive  Warren  E.  Buffett's 


quick  moves  to  remove  implicated  em- 
ployees and  fess  up  to  the  firm's  wrong- 
ful activities,  the  desire  of  regulators  to 
keep  it  in  business,  and  the  firm's  im- 
mense financial  resources.  Salomon, 
with  some  success,  has  been  busily  try- 
ing to  reassure  clients,  bankers,  and  em- 
ployees that  it  will  weather  its  troubles. 

Despite  its  efforts,  Salomon  seems 
likelv  to  emerge  from  the  crisis  as  a 


SALOMON:  IS  THE 
STOCK  STABILIZING? 


AUG.  1,  91 
▲  DOLLARS 


DMA  BUDGE  INFORMATION  SYSTEMS  INC. 


smaller,  less  profitable,  less  po\| 
firm.  Between  late  June  and  lat 
tember.  the  firm  sold  $40  billion  ir 
rities,  dramatically  reducing  its  as^ 
$105  billion.  First  of  Michigan  Cor 
lyst  Perrin  Long  predicts  that  li 
shrink  to  half  its  size.  '"They  won'] 
the  ability  to  borrow  as  they  have 
past.  And  they'll  have  less  revenu^ 
less  profits."  says  Long.  One  key 
damage  will  emerge  in  the  third 
October  when  the  firm  releases  I 
quarter  results.  It  has  alreadj 
nounced  it  will  be  taking  a  rf 
against  litigation  costs.  According 
BUSINESS  week  estimate  (Sept.  16)1 
costs  could  total  as  much  as  §1  b| 
nibbling  away.  Surviving  even! 
shrunken  entity  is  far  from  a  sure] 
For  one  thing,  new  transgressior 
dribbling  out.  The  firm  itself  adi 
on  Sept.  20  that  "it  seems  to  us  J 
that  still  other  instances  of  sir 
havior  will  be  uncovered  in  the 
through  our  internal  review  by 
vestigating    authorities."  Cri 
charges  may  well  be  filed  aga 
firm  and  its  current  and  former 
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"The  negative  effect  is  incremen- 
i  cumulative,"  says  a  government 
•.  "Each  time  there's  another  hit, 
an's  credibility  and  reputation  is 
;ed  further." 

mon's  customer  base  is  wary, 
can  Telephone  &  Telegraph  CEO 
t  Allen  undoubtedly  spoke  for 
major  companies  on  Sept.  23  when 
pised  Salomon  at  a  press  confer- 
jr  its  "arrogant  disregard  for  mor- 
ndards."  He  added:  "I'm  not  in- 
to go  to  Salomon  Brothers  to  do 
ss  now."  And  public  institutions, 
is  the  World  Bank,  British  Tele- 
jnications,  and  state  pension  funds 
already  suspended  dealings  with 
on.  Criminal  charges  may  exacer- 
latters,  since  many  states  and  cus- 
5  might  shy  away  from  dealing 
lOtential  felons. 

lough  there  have  been  no  wide- 
1  employee  defections — possibly 
;e  of  Wall  Street's  slump — 
m  has  lost  a  few  key  individ- 
ilore  may  depart  at  the  start 
2,  after  bonuses  are  distrib- 
One  dilemma  management 
is  how  to  compensate  its 
riced  proprietary  traders  and 
rotect  the  firm's  most  profit- 
itream  of  earnings  without 
ing  regulators. 

•  woes.  Salomon  executives 
;hat  financing  sources  may 
rate.  The  firm  is  no  longer 
)  sell  commercial  paper,  leav- 
with  repurchase  agreements 
ink  lines  of  credit  to  meet  its 
;erm  financing  needs.  Yet, 
jittery  commercial  banks 
vithdrawn  unsecured  lines  of 
whittling  down  Salomon's 
lion  in  bank  lines.  And  it  has 
:d  its  secured  bank  credit 
acking  its  commercial  paper 
$2  billion  to  $1.5  billion.  Ef- 

0  arrange  a  new  credit  facili- 
h  Citicorp  and  J.  P.  Morgan 
,  have  so  far  been  fruitless. 
Salomon's  strengths 

1  go  a  long  way  to- 
overcoming  these 

ives.  Buffett  has 
t  big  plus.  While  Hut- 
X)  Robert  M.  Fomon 
id  on  long  after  the 
pleaded  guilty  to 
al  charges,  Buffett 
d  house  immediately. 
Drexel  professed  its 
nee  for  years,  Buf- 
quickly  admitted 
doing.  And  Salomon 
>een  relatively  suc- 
1  in  convincing  cus- 
3  that  though  ceo 
H.  Gutfreund  was 
in  reporting  infrac- 
the  actual  wrongdo- 


Treasuries  are  key  for 
Salomon,  but  it's  also  a  major 
player  in  junk  bonds,  equities, 

and  investment  banking 


ing  was  the  responsibility  of  Paul  W. 
Mozer,  the  head  of  the  government  bond 
department.  By  contrast,  Michael  R.  Mil- 
ken, Drexel's  key  employee,  was  at  the 
center  of  its  illegalities.  "It's  the  differ- 
ence between  herrings  and  whales," 
says  former  SEC  Commissioner  Joseph 
Grundfest. 

Drexel's  violations,  furthermore,  taint- 
ed junk-bond  operations,  virtually  its 
only  profit  center.  The  Treasury  market 
is  important  to  Salomon.  But  the  firm 
also  has  one  of  the  biggest  equity  busi- 


Ghosts  of  failures  past:  Hutton  CEO 
Robert  Fomon  (above)  stayed  on  long 
after  his  firm  pleaded  guilty  to  mail 
and  wire  fraud.  And  Drexel  Burnham's 
fate  was  sealed  because  at  the  center  of 
its  illegalities  was  Michael  Milken, 
its  most  important  employee 


nesses,  is  a  major  player  in  junk  bonds, 
and  has  a  respected  investment-banking 
operation.  Nor  has  its  extremely  profit- 
able proprietary  trading  activities  so  far 
been  tarnished  by  the  scandal.  However, 
with  less  capital,  higher  borrowing 
costs,  lower  inventories,  and  fewer  cli- 
ents, Salomon  will  find  it  harder  to  earn 
the  lucrative  trading  profits. 

Salomon  has  made  fewer  enemies  on 
Wall  Street  than  Drexel.  While  Drexel 
had  a  very  loyal  client  base,  it  was  re- 
viled for  funding  hostile  takeovers. 
"Drexel.  was  an  upstart  trying  to  elbow 
their  way  in,"  says  Harvard's  Hayes. 
"Salomon  is  a  member  of  the  established 
leadership  of  Wall  Street." 

And  Salomon  has  backers  in  Washing- 
ton. When  Drexel  was  near  bankruptcy, 
regulators  calmly  stood  aside  and  let  it 
fail.  Due  in  part  to  Salomon's  key  role  in 
Treasury  auctions,  some  regulators  feel 
very  differently  about  it.  Federal  Re- 
serve Board  Chairman  Alan  Green- 
span told  a  congressional  commit- 
tee on  Sept.  24  that  the  firm's 
violations  were  "an  extremely  seri- 
ous matter"  and  that  Salomon's 
status  as  a  primary  dealer  in  Trea- 
sury securities  was  under  review. 
But,  he  added,  "the  new  manage- 
ment of  Salomon  Brothers  has 
demonstrated  an  acute  sensitivity 
to  the  need  for  absolute  integrity 
in  the  government  securities  mar- 
ket and  is  taking  steps  to  assure 
compliance  with  applicable  laws 
and  regulations." 

Most  important,  Salomon's  bal- 
ance sheet  is  much  stronger  than 
Hutton's  and  Drexel's.  Much  of 
Drexel's  net  worth  was  locked  in 
junk  bonds  that,  after  Milken  left, 
fell  sharply  in  price  and  became 
virtually  illiquid.  Salomon's  assets 
are  mostly  highly  marketable  secu- 
rities. In  extremis,  it  could  quickly 
liquidate  itself  and  pay  off  its  li- 
abilities. 

Liquidation,  though,  is  highly 
unlikely.  If  the  pressure  on 
Salomon  became  untena- 
ble, the  firm  would  proba- 
bly follow  the  lead  of  E.  F. 
Hutton,  which  sold  out  to 
Shearson  Lehman  Broth- 
ers Inc.  Salomon  might  be 
an  attractive  purchase  for 
a  big  foreign  bank,  despite 
its  legal  liabilities.  Certain- 
ly, losing  its  independence 
would  be  considered  a  de- 
feat. But  a  sale  might  start 
to  look  like  a  pretty  good 
deal,  especially  to  its  most 
important  shareholder, 
who  just  happens  to  be 
running  the  show. 

By  Leah  Nathans  Spiro  in 
New  York 
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BANKING  I 


TWO  BANKS  OUT  TO  TIE 
THE  KNOT — OR  A  NOOSE 


Investors  have  doubts  about  a  Shawmut-Bank  of  Boston  merger 


Can  two  minuses  add  up  to  a  plus? 
That's  the  vexing  riddle  that 
emerges  from  the  plan  Bank  of 
Boston  Corp.  and  Shawmut  National 
Corp.  hatched  on  Sept.  23.  The  two  big 
New  England  rivals,  among  the  weakest 
big  banks  in  the  nation,  want  to  join 
forces  and  reclaim  some  of  the  old  luster 
that  has  been  lost  in  the  region's  ailing 
economy.  The  twosome  are  hoping  they 
can  ride  the  current  bank  consolidation 


wave  and  gain  the  Washington  and  Wall 
Street  0.  K.s  needed  to  swing  the  deal. 

This  proposed  union  has  some  good 
arguments  going  for  it.  Combining  New 
England's  second-  and  third-largest  insti- 
tutions would  yield  a  weighty  entity:  the 
nation's  ninth-largest  bank,  named  Bank 
of  Boston,  with  S56  billion  in  assets.  Like 
the  other  mammoth  bank  pairings  lately, 
such  as  Bank  of  America  and  Security 
Pacific  in  California,  the  New  Engend- 
ers project  major  cost  savings.  By  clos- 
ing overlapping  branches,  streamlining 
back-office  operations,  and  lopping  off 
11%  of  their  27,900-member  work  force, 
thev  are  aiming  to  save  $300  million  an- 
nually by  1994. 

crimped.  But  there  are  better  argu- 
ments that  the  laws  of  mathematics  will 
not  be  repealed,  that  two  minuses  will 
add  up  to  another  minus.  At  one  time, 
Bank  of  Boston  was  a  worthy  competi- 
tor with  the  New  York  money-center 
banks.  Shamut,  which  grew  rapidly  with 
numerous  acquisitions  in  the  1980s,  had 
a  solid  position  in  middle-market  lending. 
By  the  late  1980s,  though,  both  found 
themselves  with  a  pernicious  passel  of 
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bad  real  estate  assets.  Bank  of  El 
currently  has  82  billion,  while  Sha 
has  $1.7  billion.  Neither  bank  has  n 
profit  since  the  third  quarter  o: 
year,  and  neither  is  likely,  analyst 
to  make  much  money  until  at  least 
Their  executives  wouldn't  commen 

No  surprise,  then,  that  the  banks 
ital  levels  are  barely  in  compliance 
regulatory  minimums.  Lack  of  < 
has  crimped  their  ability  to  do 
business  and  handle  more  sour  lo; 

To  make  the  deal  fly,  the  two 
plan  to  raise  $625  million  in  fresh  e 
The  investment  community,  though 
wild  about  shoveling  capital  into  si 
enterprise.  "I  don't  see  a  lot  of  ups 
the  merger."  says  Phil  Dubuque,  p 
lio  manager  at  Invesco  Funds  Gro 
"Whatever  the  banks  get  out  of  ex 
savings  will  go  into  maintaining  th 
estate."  Says  another  investor:  " 
not  interested  in  bottom-feeding." 


BIGGER  BUT 
NOT  MUCH  BETTER 


Nonperforming  assets  Reh. 
vs.  loans 


BANK  OF  BOSTON 


8.8%  -0 


SHAWMUT 


11.2  -1 


BANK  OF  BOSTON-SHAWMUT"  10.0 


BIG  BANK  AVERAGE'! 


4.6 


*  As  of  June  30  "  Projected  after  one  year,  ass 
$625  million  equity  infusion  t  29  largest  U.  S 

DATA:  KEEFE,  BRUYETTE  &  WOODS  INC. 


Even  if  they  do  raise  the  mone} 
merged  entity  will  not  exactly  be  a 
erhouse.  Under  a  scenario  devise 
the  Keefe,  Bruyette  &  Woods  Inc 
rities  firm,  which  assumes  the  n 
will  be  raised,  the  new  bank's  c 
ratios  will  still  lag  behind  those  of 
peers  (table).  Further,  fresh  equit? 
do  nothing  to  make  a  defaulted  bo 
er  suddenly  resume  payments. 
10%  of  the  loans  on  the  merged  b 
sheets  would  be  nonperforming,  a 
regulators  consider  highly  dang 
While  bad  loans  have  shown  some 
of  leveling  off  at  the  two  b; 
there's  no  guarantee  the  trend 
persist. 

A  iot  of  pain.  Hopes  that  the  m 
will  succeed  must  also  contend  wit 
tory.  which  isn't  encouraging  about 
bining  weak  banks  in  the  same  m 
Exhibit  A:  the  1987  deal  between  D 
based  InterFirst  and  RepublicBai 
form  First  RepublicBank.  Both 
promised  to  cut  costs  by  some  $601 
lion,  but  within  a  year,  they  colli 
under  a  tidal  wave  of  bad  real 
loans.  After  a  great  deal  of 
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•  logical  next  step... 

to  get  ready-to-run  software  created  for  your  kind  of  business 
to  organize  all  your  company's  data  in  a  central  place 
to  build  an  easy-to-use  system  that  can  grow  as  you  grow 


to  enhance  the  value  of  your  existing  PCs 


to  control  your  total  cost  of  computer  system  ownership 
to  choose  a  system  thatf s  renowned  for  quality  and  support 


...is  an  IBM  AS/400: 


lb  learn  more  about 
stepping  up  to  an  IBM  AS/400, 
call  an  IBM  marketing  rep 
Or,  call  us  for  the 
44-page  IBM  AS/400 
Solutions  Catalog. 
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North  Carolina's  ncnb  took  them  over. 

Like  Texas  in  the  mid-1980s,  New  En- 
gland is  suffering  a  severe  downturn. 
With  no  healthy  industries  to  spark  a 
turnaround,  the  region  can  expect  noth- 
ing better  than  a  long,  slow  recovery, 
say  economists.  "So  any  time  you  do  a 
merger  of  this  type,  there's  clearly 
risk,"  says  Bert  Ely,  an  Alexandria  (Va.) 
banking  consultant. 

Worse,  the  Bank  of  Boston-Shawmut 
combo  would  face  tough  competition  on 
its  home  turf.  The  supercharged  Fleet/ 
Norstar  Financial  Group  Inc.  in  Rhode 


Island,  which  in  April  used  financial 
backing  from  the  Kohlberg  Kravis  Rob- 
erts &  Co.  buyout  firm  to  scarf  up  the 
failed  Bank  of  New  England,  beat  out  a 
bid  from  Bank  of  Boston.  Today,  Fleet  is 
the  No.  1  bank  in  New  England,  with  big 
ambitions  and  deep  pockets. 

The  outlook  for  the  merger,  in  short, 
is  murky.  The  banks  are  under  severe 
regulatory  oversight  covering  dozens  of 
their  operations,  ranging  from  restric- 
tions on  lending  to  requiring  capital 
plans  for  subsidiary  banks.  Even  so,  reg- 
ulators are  divided  over  whether  or  not 


the  banks  would  stand  a  better  har 
together  than  apart. 

Ultimately,  the  deal  is  an  exeiise 
making  the  best  of  a  bad  sijatii 
"Without  a  merger,  they  could  ream 
marginal  profitability,"  says  [ee 
Bruyette  &  Woods  analyst  Davidk 
"But  there's  surviving,  and  therefor 
pering."  On  the  New  England  tiiki 
scene  these  days,  survival  may  je  t 
best  these  two  ailing  banks  can  h<je  f 
By  Geoffrey  Smith  in  Bostcme 
Sunita  Wadekar  Bhargava  in  Nem\ 
and  Mike  McNarnee  in  Washington^ 


THE  JUSTICE  DEPT.  FLEXES— AND  THE  BANKS  CRINGE 


Caribou,  Me.,  isn't  on  the  interna- 
tional financial  map.  Nor  is  Kauai, 
Hawaii.  But  money-center  bankers 
rushing  to  participate  in  the  nationwide 
wave  of  bank  mergers  are  about  to  learn 
more  than  they  ever  wanted  to  know 
about  these  obscure  markets.  The  Jus- 
tice Dept.  has  made  examples  of  them  to 
launch  its  new  campaign  to  use  the  anti- 
trust laws  to  check  anticompetitive  bank 
mergers. 

In  doing  so,  Justice's  antitrusters  are 
colliding  with  banking  regulators — the 
Federal  Reserve,  the  Federal  Deposit  In- 
surance Corp.,  and  the  Treasury  Dept. — 
that  are  pushing  consolidation  as  a  way 
to  build  a  stronger,  better-capitalized  fi- 
nancial system.  The  antitrust  officials 
prevailed  in  the  cases  of  First  Hawaiian 
Inc.'s  purchase  of  First  Interstate  of  Ha- 
waii, and  Fleet/ Norstar  Financial  Group 
Inc.'s  acquisition  of  the  failed  Bank  of 
New  England  Corp. 

The  deals  went  forward  only  after  the 
banks  agreed  to  sell  off  branches  in  Kau- 
ai, Caribou,  and  other  small  cities  where 
the  takeovers  would  markedly  reduce 
competition.  Fleet/Norstar  "had  to  nego- 
tiate over  everything — Justice  even 
wanted  to  pick  which  branches  they 
would  divest,"  grouses  Washington  at- 
torney Michael  Greenspan,  who  repre- 
sented the  Providence  company. 
EXCESS  CAPACITY.  Justice's  tougher  po- 
sition isn't  likely  to  scuttle  all  the  pend- 
ing merger  activity.  But  it  could  delay 
and  complicate  such  proposed  deals  as 
BankAmerica's  acquisition  of  Security 
Pacific,  the  merger  of  NCNB  with 
C&S/Sovran  to  form  a  Southeastern  gi- 
ant dubbed  NationsBank,  Society's  take- 
over of  Ameritrust  in  Cleveland,  and 
Bank  of  Boston's  planned  union  with 
Shawmut  National  (page  124).  Why,  asks 
a  senior  Fed  official,  "did  they  have  to 
pick  banking,  the  one  industry  that's 
flush  with  excess  capacity?" 

In  the  past,  Justice  had  little  reason  to 


pick  banking  because  the  merger  part- 
ners' territories  seldom  overlapped.  A 
Pittsburgh  bank,  for  instance,  would  buy 
into  Philadelphia.  But  today's  mergers 
are  often  in  the  same  market,  driven  by 
the  search  for  savings  from  dropping  du- 
plicative branches  and  services — and  re- 
ducing competition.  Cities  and  counties 
are  becoming  dominated  by  fewer,  big- 
ger banks  (chart).  The  Southern  Finance 
Project,  a  Charlotte  (N.  C.)  research 
group,  calculates  that  the  BankAmerica 
merger  will  boost  concentration  beyond 
Justice's  competitiveness  benchmark  in 
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SEPT.  25.  INCLUDES  8ANK  Of 
BOSTON-SHAWMUT  AND  FOUR  OTHER  PENDING  DEALS 


75  counties  in  six  Western  states,  while 
the  new  NationsBank  will  sharply  reduce 
competition  in  13  South  Carolina  coun- 
ties. NCNB,  in  filings  with  the  Fed,  sees 
problems  in  just  seven  counties. 

The  Fed,  which  reviews  most  bank 
mergers,  measures  concentration  by 
computing  banks'  market  shares  in  total 
deposits,  both  business  and  consumer. 
That  aims  to  weigh  competition  across 
the  spectrum  of  banking  services. 

Lately,  Justice  has  taken  a  more  re- 
strictive stand  on  bank  mergers.  It  seeks 
to  measure  anv  harm  that  mergers 


would  inflict  on  small  and  mediu:*; 
businesses,  such  as  restricting  loan.ite 
ability.  Those  customers  "have  a  na 
er  range  of  product  options  and  supfei 
than  do  individual  consumers  for  jfer 
important  banking  products,"  Assm 
Attorney  General  James  F.  Rill  to'$ft 
House  Banking  Committee  on  Sepl^4 
LESS  LEEWAY.  Yet  figures  on  loan 
local  markets  are  much  harder  to  A 
than  deposit  statistics:  First  Havi's 
charged  that  the  Justice  Dept.  ov(B 
mated  concentration  in  its  small-busie.; 
market  by  1,000%.  And  by  treating^ 
ness  loans  and  checking  accounijii 
integral  parts  of  the  market,  JustM 
nores  or  downplays  competition  $ji 
thrift  institutions  and  commercial  fiiau 
companies. 

The  new  Justice  line  also  elimjB 
mitigating  factors  that  bank  regul^) 
consider.  The  Fed  gave  Fleet  morel* 
trust  leeway  because  it  was  aequir|gf 
failed  bank.  But  Justice  disagreed,!! 
ing  that  the  FDIC  rejected  a  compl) 
bid  for  the  Bank  of  New  England  jpi 
San  Francisco's  BankAmerica,  whicll 
no  New  England  presence. 

Justice's  tougher  stance  has  had 
a  minor  effect — so  far.  Fleet,  whic 
ready  had  agreed  to  divest  $60  milli< 
the  $15  billion  in  assets  it  had  acqu 
had  to  sell  off  another  $25  million. 
Hawaiian's  deal  was  held  up  for 
months  over  divesting  six  branches  z 
finance-company  office.  But  obsei 
fret  over  the  impact  if  Justice  thro 
roadblock  in  the  way  of  one  of  tot 
big,  highly  visible  megamergers 
can't  enforce  old-fashioned  antitrust 
and  have  a  more  efficient  banking 
tern,"  says  George  M.  Salem,  bank 
lyst  at  Prudential  Securities  Inc. 
question  before  the  Bush  Administn 
is  which  goal  it  would  rather  pursu 

By  Mike  McNarnee  in  Washington, 
Walecia  Konrad  in  Atlanta  and  Ru 
Mitchell  in  San  Francisco 
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Suppose  this  was  an  investment  opportunity. 
Which  would  you  choose? 


Introducing  Defined  Asset  Funds.  Because  seeing 
it  you're  investing  in  is  a  definite  advantage. 

Defined  Asset  Funds  have  many  brilliant  facets. 
?re  are  many  benefits.  You  know  in 
ance  what  you're  investing  in.  The 
unties  in  these  unit  investment  trusts 
professionally  selected.  Since  they're  supervised  but 
actively  managed,  there  are  no  management  fees.  You 
i  choose  from  a  wide  range  of  defined  portfolios  of 


Call  1-800-422-9001, 
extension  358. 


bonds,  stocks  and  other  assets  to  suit  your  goals.  You 
enjoy  reduced  risk  through  diversification.  And  you 
can  get  started  for  about  $1,000. 

Definitions,  our  new  magazine, 
will  explain  the  many  advantages  of 
Defined  Asset  Funds,  America's 
oldest  and  largest  family  of  unit  investment  trusts. 
Ask  your  financial  professional  or  call  our  toll-free 

number  for  your  free  copy.  Merrill  Lynch 


learson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

A  free  prospectus  containing  more  complete  information,  including  all  charges  and  expenses,  is  available. 
Read  the  prospectus  carefully  before  you  invest  or  send  money. 
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MARKETS  &  INVESTMENTS  I 


IT'S  GETTING  LATE 
TO  LEAP  INTO  BONDS 


Yields  are  attractive,  but  locking  in  for  the  long  term  is  risky 


7 


■  t's  almost  like  a 
Bgold  rush.  Since 
Bthe  Federal  Re- 
serve began  pushing 
down  interest  rates 
last  August,  the  bond 
market  has  staged  a 
dramatic  rally.  The 
scramble  to  buy  in 
has  helped  send  yields 
on  long-term  Trea- 
sury bonds  to  7.88%, 
their  lowest,  level  in 
almost  two  years. 
Those  who  were  al- 
ready holding  bonds 
can  smile  all  the  way 
to  the  bank.  Those 
considering  joining 
the  rush,  though,  face 
the  eternal  bond-mar- 
ket conundrum:  Do 
you  stay  short-term 
to  wait  out  the  rally? 
Or  do  you  lock  in  the 
highest  yield  you  can 
find?  And  with  the 
myriad  bond  invest- 
ments to  choose  from, 
where  are  the  best  re- 
wards for  the  risk? 

A  lot  of  money  is 
chasing  the  answers 
to  those  questions.  In- 
vestors are  leaving  low-yielding  money- 
market  funds  and  certificates  of  deposit 
in  droves.  Since  January,  $36.7  billion 
has  poured  into  bond  funds,  vs.  $14.9 
billion  for  the  same  period  in  1990,  ac- 
cording to  the  Investment  Company  In- 
stitute. That  shift  of  assets  may  be  just 
the  beginning,  since  $1.2  trillion  remains 
in  CDs  for  amounts  under  $100,000. 
When  a  wave  of  CDs  matures  in  October, 
more  money  will  join  the  hunt. 

Those  counseling  investors  to  stay 
short  posit  that  the  Fed's  latest  interest- 
rate  cut  will  be  its  last  and  will  jump- 
start  the  economy.  That  would  subdue 
the  rally  and  make  a  money-market  or 
short-term  bond  fund  a  good  bet.  "Peo- 
ple should  be  very  cautious  about  buy- 
ing [long-term]  bonds  right  now,"  says 
Kurt  Brouwer,  president  of  Brouwer  & 
Janachowski,  a  San  Francisco-based  in- 
vestment adviser.  "They  made  the  mis- 


take  of  being  in  CDs  and  money  funds 
and  not  locking  in  yields,  and  now 
they're  making  the  mistake  of  locking  in 
yields  at  the  bottom  of  the  market." 

Taking  a  few  steps  out  onto  the  yield 
curve,  however,  can  give  a  boost  to  a 
portfolio.  Five-  to  seven-year  Treasuries 
bring  close  to  7.25%,  compared  with  5% 
or  6%  on  money-market  funds.  But  the 
rewards  for  making  long- 
er-term bets  are  slim  be- 
cause the  yield  curve  flat- 
tens after  five  to  seven 
years.  "With  7-to-10-year 
Treasuries,  you  get  virtu- 
ally the  same  return  as 
on  a  30-year  bond,  with 
less  risk,"  says  Michael 
Metz,  chief  investment 
strategist  for  Oppenhei- 
mer  &  Co. 

At  the  opposite  end  of 
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the  risk  spectrum,  junk  bonds  have 
rising  in  price  since  January.  Norms 
Fosback,  president  of  the  Institute 
Econometric  Research  in  Fort  Lail 
dale,  Fla.,  finds  the  average  13%  yieil 
such  junk-bond  funds  tempting.  I 
people  have  seen  are  the  scare  1 1 
lines,"  he  says,  "but  investors  in  I 
bonds  have  done  very  well  this  yearB 
there  are  still  opportunities  for  gal 
Wholesale  dumping  of  junk  portfolicfi 
insurance  companies  and  other  mm. 
tions,  he  says,  has  kept  prices  depreiB 
It's  not  a  universal  view.  "Junk  fa 
are  danger  from  this  point  forw« 
counters  William  H.  Gross,  managinB 
rector  of  Pacific  Investment  MarB 
ment  Co.  in  Newport  Beach,  Calif.  (M 
doesn't  necessarily  expect  a  rash  oft 
faults  but  feels  that  after  a  nine-ml 
run,  "there's  a  limit  to  how  long  | 
run]  can  continue."  Gross  does  lil 
few  individual  issues.  His  favorite:  < 
dental  Petroleum  Corp.'s  8.95%  note,! 
Apr.  15,  1994.  "It's  rated  BAA, 
they've  been  paying  off  a  lot  of  debt! 
selling  companies  right  and  left,  sJ 
put  it  near  an  'A'  in  quality,"  he  sa| 
city  dangers.  Another  bond  area  d: 
ing  a  lot  of  money  is  municipals.  A, 
intermediate-term  bonds  get  the 
from  analysts,  thanks  mainly  to  the  1 
volatility  of  long-term  bonds.  "Youl 
most  of  the  yield  of  a  long-term  bona 
only  about  60%  of  the  risk,"  says  Ial 
MacKinnon,  head  of  fixed-income  seJ 
ties  at  Vanguard  Group. 

But  if  you're  moving  into  munis,  cfl 
sacrifice  quality  for  yield.  "The  next! 
cal  year  will  be  as  difficult  or  more  cl 
cult  than  last  year,"  says  Georgel 
Friedlander,  managing  director  at  Sifl 
Barney,  Harris  Upham  &  Co.  WhilJ 
doesn't  expect  widespread  defaults! 
sees  "state  and  local  budgetary  pi 
lems,  and  some  downgrades." 

Ginnie  Mae  bond  funds,  which  in» 
in  pools  of  mortgages  backed  by  I 
Government  National  Mortgage  Am 
have  also  seen  tremendous  inflol 
Gross  says  that  the  funds,  which  }fl 
8.5%,  are  "the  safest  way  to  pickij 
yield."  But  if  mortgage  rates  fall,  ho| 
owners  will  prepay  mortgages,  loweil 
the  projected  yield.  "While  that  is  a 

nite  risk,  for  the  indid 
ual  it's  probably  the  ll 
er  of  many  evils,"  s>f 
Gross.  He  adds  a  cfl 
ment  that  applies  to  fj 
overall  dilemma  of  pi 
ing  today's  bond  mart 
"You  have  to  take  rip! 
somewhere,  or  suffer  46 
slings  and  arrows  of  al 
money-market  fund." 

By  Suzanne  Woollem 
New  York 


Good  ideas  do  grow  on  trees, 


Nature  thinks  of  every- 
thing. In  the  case  of  the 
coconut,  a  fibrous  husk 
keeps  it  from  breaking 
when  it  falls  to  the 
ground.  Along  the  same 
lines,  Schott's  coated 
"Quran"  glass  bottles 
have  a  special  protection 
to  keep  them  from 
shattering. 


aMMWn 


i  //  the  glass  breaks, 
e  is  no  leakage, 
ott's  bottles  have  a 
tic  coating  to  keep 
able  fluids  contained 
to  protect  people 
inst  hazardous 
micals. 


When  a  ripe  coconut  falls  from 
the  tree,  the  drop  can  be  as 
much  as  a  hundred  feet. 

 It  would  certainly  break  if 

nature  hadn't  provided  it  with 
effective,  built-in  protection. The 
thick,  fibrous  husk  encasing  the 
hard-shelled  nut  cushions  the 
soft  core  of  meat  in  case  the 
landing  is  bumpy. 
 Schott's  "Duran"  labo- 
ratory bottles  feature  similar 
protection.  They  are  made  of 
chemically  resistant  borosili- 
cate  glass  with  a  transparent 
plastic  coating. 

 Should  the  glass  break, 


liquids  from  leaking  out. 

 Our   laboratory  bottles 

are  totally  dependable  -  even  for 
containing  hazardous  and  highly 
corrosive  chemicals.  They  pro- 
vide a  high  degree  of  safety  and 
security  for  technicians  and 
equipment  alike. 

 Plastic  coated  laboratory 

bottles,  available  from  Schott 
America,  are  just  one  example  of 
how  Schott's  innovative  devel- 
opment responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology 
advancing. 

 Schott  worldwide:  50,000 


ties,  represented  in  more  than 
100  countries,  with  over  $1 
billion  in  sales. 

_  Schott  in  North  America: 
11  companies  employing  more 
than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B25,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

this  coating  keeps  valuable     products,  50  production  facili-     Nobody  knows  more  about  glass. 
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BY  JEFFREY  M.  LADERMAN 

THE  SHORTS'  VIEW 
OF  SUMMIT  MAY 
BE  THE  CLEAREST 


Ialf  of  all  Americans — some  143 
million  people — need  corrective 
lenses.  So  does  about  half  of 
the  rest  of  the  world.  It's  not  surpris- 
ing, then,  that  Summit  Technology,  a 
leading  designer  and  manufacturer  of 
lasers  that  "sculpt"  corneas  to  correct 
vision  deficiencies,  is  glowing  in  a  mar- 
ket that's  hot  on  medical  technology. 

But  there  are  skeptics — even  short- 
sellers — who  argue  that  the  company, 
which  should  generate  some  $20  mil- 
lion to  $25  million  in  revenues  this  year 
and  is  slightly  in  the  black,  cannot  ful- 
fill a  market  valuation  of  $370  million. 
The  question  isn't  whether  the  compa- 
ny's excimer  lasers  work — they're  al- 
ready in  use  in  Europe  and  in  the  final 
phase  of  U.  S.  testing  before  presenta- 
tion to  the  Food  &  Drug  Administra- 
tion. Rather,  it's  whether  photo- 
refractive keratectomy,  or  corneal 
sculpting  by  laser,  will  ever  develop 
into  the  multibillion-dollar  business  the 
market  capitalization  implies. 

The  risk  to  stockholders  is  that  it 
will  be  1994  before  the  FDA  passes  on 
the  procedure.  So  Summit's  windfall  is 
at  least  three  years  away,  possibly 
more.  "It's  risky,  but  we're  further 
along  today  than  we've  ever  been,  and 
the  risk  diminishes  with  time,"  says 
CEO  David  Muller,  who  (with  options) 
owns  more  than  10%  of  the  company. 
implanted  ring.  Skeptics  argue  that 
the  risks  are  many.  They  were  not  re- 
assured after  a  Sept.  25  analyst  meet- 
ing. The  stock  dropped  2  points  to  24%. 
Summit's  main  competitor,  visx,  is 
testing  two  other  designs  of  lasers 
aimed  at  the  same  market.  And  Mark 
Roberts  of  Off  Wall  Street  Consulting 
Group  warns  that  while  Summit  waits 
for  FDA  approvals,  "another  company 
could  leapfrog  its  technology."  He 
notes  that  Phoenix  Laser  Systems  has 
an  entry  that  shows  promise,  and  Ker- 
aVision  makes  a  ring  that  is  implanted 
in  the  eye  to  alter  the  shape  of  the 
cornea.  Meanwhile,  Bausch  &  Lomb  is 
working  on  contact  lenses  that  can  be 
worn  for  a  year  at  a  time. 

Summit's  Muller  says  the  potential 
market  is  the  some  23  million  people 
who  wear  contact  lenses  and  a  portion 
of  the  40  million  more  myopics  who 
would  like  to  but  can't  wear  contacts. 
But  the  expected  cost  of  the  procedure 
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is  high— $1,500  to  $2,000  per  eye— none 
of  which  is  likely  to  be  reimbursed  by 
health  insurers.  So  Roberts  figures  the 
patient  pool  is  only  1  million. 

Then  what's  Summit  really  worth? 
Roberts  looks  to  VISX,  which  has  a 
market  capitalization  of  $106  million. 
Divide  that  by  Summit's  15  million 
shares,  and  you  get  an  $8  stock. 


WHY  COHTRARIAHS 
LIKE  BAKER  HUGHES 


You'd  never  know  there  was  a 
bull  market  by  looking  at  oil- 
service  stocks.  A  decline  in  U.  S. 
drilling  activity,  combined  with  low 
natural-gas  prices,  is  depressing  them. 
Baker  Hughes,  one  of  the  industry's 
major  players,  is  no  exception.  The 
stock  did  reach  31  this  year,  but  it  has 
dropped  back  to  24  Va,  a  bit  below  what 
it  sold  for  at  yearend. 

Still,  some  contrarians  say  Wall 
Street  is  missing  something.  While  it 
will  take  higher  energy  prices  to  spark 
more  U.  S.  drilling  and  exploration,  for- 
eign spending  on  oil-field  services  is 
far  stronger.  The  Soviets,  for  starters, 
are  upgrading  their  deteriorating  oil  in- 
dustry, since  crude  is  one  of  the  few 
products  they  have  to  bring  in  hard 
currency.  "Baker  Hughes  is  strong  in- 
ternationally as  well  as  domestically 
and  is  deep  and  wide  in  products  and 
management,"  says  Michael  Henzi,  an 
analyst  at  State  Street  Research  & 
Management,  a  major  shareholder. 

Analyst  Tom  Escott  of  Rauscher 
Pierce  Refsnes  thinks  Baker  Hughes 
has  the  industry's  best  earnings  out- 
look. He  sees  profits  of  $1.25  a  share 
for  the  fiscal  year  ending  Sept.  30,  and 


$1.60  for  fiscal  1992.  Aggressive 
tors  can  buy  Baker  Hughes  war 
which  are  trading  over  the  count 
4.  Each  warrant  can  be  convertef: 
a  share  of  common  at  the  fai« 
price  of  $36.75  a  share.  But  timeji 
the  warrant-holders'  side — the  j 
doesn't  expire  until  Mar.  31,  199? 

Escott  doesn't  think  investor: 
have  to  wait  nearly  that  long,  sin 
service  stocks  often  surge  ii 
fourth  quarter  on  anticipation  oi 
ter.  He  thinks  such  a  rally  could 
the  warrants  to  7  and  the  stock 
Over  the  next  12  months,  Escot 
diets  investors  will  rediscover  oi 
vices  and  send  Baker  Hughes  up 


A  FACTOR  TO  BE 
RECKONED  WITH 


eleaguered  banks  are  di 
borrowers  away — right  int 
arms  of  Allstate  Financia 
relation  to  Sears  Roebuck's  giai 
surer.  Allstate  Financial,  whose 
trades  over  the  counter  at  13  Vs 
doubled  this  year.  But  some  savA 
vestors  in  small-company  stocks 
it  has  a  lot  more  upside  potential 
Allstate  Financial  is  a  factor — a 
pany  that  buys  another  company 
counts  receivable  at  a  discount, 
seller  gets  cash  without  having  to 
to  collect  from  a  customer.  The  fa< 
profit  is  in  the  difference  betweei 
discounted  cost  of  the  receivables 
what  the  factor  can  collect.  Fa 
have  long  served  companies  that 
a  hard  time  getting  bank  loans. 

Until  recently,  factors  often 
their  best — the  most  creditwort 
customers  as  they  became  bank 
But  with  the  credit  crunch,  Allst 
customers  are  sticking  around — a 
shows.  Jerry  Levine  of  Palladin 
search  Associates  figures  the  com 
will  earn  $1.20  a  share  in  1991 — a 
gain  over  1990 — and  should  post  ai 
er  15%-to-20%  gain  in  1992. 

Levine's  estimate  doesn't  count 
state's  new  unit,  Lifetime  Opt 
which  buys  the  life-insurance  po' 
of  the  terminally  ill  at  a  discount, 
new,  so  we're  taking  it  slow," 
Lawrence  Winkler,  Allstate's  s< 
tary-treasurer.  Still,  he  says  Life 
should  provide  "some  earnings  imp 
in  1992.  Money  manager  Donald 
man  of  William  D.  Witter  estirr 
that  every  $20  million  in  policies 
time  buys  should  yield  $1  a  shar 
profit.  With  that  earnings  pote* 
plus  the  factoring  profits,  it  shou 
be  long  before  the  stock  doubles  a£ 
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Eeeek! 


iry,  information  technology  is  supposed  to 
ipany  free. 

practice,  many  organizations  find  that 

gy  investments  increase  their  costs  with- 

asing  their  productivity. 

>en  Consulting  can  help  keep  your  organi- 

it  of  this  dangerous  trap. 

our  combination  of  business  and  technology 


skills,  we  can  offer  solutions  that  directly  link  your  Because  these  days,  a  company's  success 
information  systems  to  your  corporate  strategy.  may  depend  on  making  a  mouse  roar. 

Which  means  your  entire  operation  can  feel  the 
productive  impact.  And  your  people  can  have  tools 
that  help  them  perform  more  effectively. 

It's  what  we  call  our  total  business  approach. 
And  it  works  so  well,  a  majority  of  the  Fortune  500 
have  called  upon  Andersen  Consulting. 

Where  we  go  from  here. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


MEDICAL  TECHNOLOGIES  I 


IS  COLLAGEN 
STARTING  TO  SAG? 


Its  injectable  skin-plumper  is  drawing  lawsuits — and  FDA  concern 


With  his  company  buffeted  by 
lawsuits,  bad  publicity,  and 
regulatory  and  political  at- 
tacks, it's  no  wonder  that  Howard  D. 
Palefsky,  chief  executive  of  Collagen 
Corp.,  swigs  his  coffee  these  days  from 
a  mug  emblazoned  "Life's  a  bitch." 

Over  the  past  decade,  more  than 
700,000  people  have  waged  war  on  wrin- 
kles and  scars  with  injections  of  colla- 
gen— the  gooey  white  protein  extracted 
from  cow  hides  that  is  the  company's 
namesake.  Profits  from  that  beauty  aid 
have  fueled  Colla- 
gen's  research  on 
treatments  aimed  at 
fighting  incontinence 
and  cancer.  But  now, 
the  future  of  the 
Palo  Alto  (Calif.) 
company  is  in  jeopar- 
dy. Some  patients 
charge  that  collagen 
may  cause  disease. 
And  they  have 
caught  the  ear  of 
John  D.  Dingell  (D- 
Mich.),  chairman  of 
the  House's  over- 
sigh  t-and-investiga- 
tions  subcommittee. 
Increasingly,  they've 
also  grabbed  the  at- 
tention of  the  reener- 
gized Food  &  Drug 
Administration.  And 
Palef.sky's  confronta- 
tional tone  with  crit- 
ics hasn't  helped. 
One  Collagen  director  says  it  might  even 
cost  him  his  job. 

There  is  no  doubt  that  the  company 
has  made  mistakes.  But  Collagen  and  its 
allies  say  that  mainly,  it  has  been  snared 
in  FDA  Chief  David  A.  Kessler's  efforts 
to  impress  Congress — and  get  more 
funding.  "Collagen  is  the  victim  of  a 
witch  hunt,"  asserts  Michael  Gordon, 
who  manages  Fidelity  Select  Biotechnol- 
ogy fund,  Collagen's  largest  institutional 
shareholder.  The  FDA  disagrees,  and  so 
does  Dingell.  He  lumps  Collagen  in  with 
"millionaire  pharmaceutical  companies 
whose  improper  supervision  or  behavior 
may  be  a  threat"  to  consumers. 


Selling  collagen  has  always  been 
tricky.  It  takes  slick  cosmetic  promotions 
to  reach  consumers — but  the  ads  can't 
break  strict  FDA  rules  on  marketing 
medical  treatments.  To  win  approval  in 
1981,  Collagen  convinced  the  FDA  that 
the  product  is  safe:  After  it  is  injected 
beneath  the  skin,  the  body  slowly  ab- 
sorbs it.  But  injections  of  collagen  can 
cause  scarring  and  abcesses.  And  now, 
there  are  charges  linking  it  to  a  rare 
autoimmune  condition  called  polymyosi- 
tis and  related  dermatomyositis,  or  PM/ 


Linda  Ramey  formed  Women  J 
Collagen  Coalition,  which  claims 
lagen-damaged  members.  Ram 
her  doctor  alerted  the  Texas 
Dept.  In  1989,  it  declared  a  st- 
link  between  the  injections  and 
tdh  and  Ramey  got  Dingell's 
tion — and  added  to  the  fda's  cor 
'frustrated.'  On  June  11,  Kessle 
congressional  committee  that  t 
lacked  effectiveness  data  on  colla 
treating  wrinkles.  And  he  adm 
the  company  for  marketing  th< 
ment  to  plump  up  lips,  an  unaj 
use.  Then,  on  Aug.  16,  federal  m 
acting  on  fda  orders  impounded 
lion  worth  of  Zyderm  and  Zypk 
brand  names  of  Collagen's  produ 
cause  one  warning  was  left  ol 
labels.  Palefsky  called  the  erroi 
but  inadvertent.  But  because  the 
ny  had  resisted  past  FDA  directh 
agency  took  a  different  view.  Sa 
aid  M.  Johnson,  head  of  complia 
the  fda's  Center  for  Devices: 


CEO  PALEFSKY' S  CONFRONTATIONAL  TONE  HAS  ANTAGONIZED  REGULATOR 


DM.  PM/DM  causes  painful  and  debilitat- 
ing muscle  atrophy  and  skin  problems. 

Collagen  concedes  that  "five  or  six"  of 
some  400,000  customers  studied  have  de- 
veloped PM/DM.  But  experts  are  divided 
on  whether  that  incidence  is  extraordi- 
nary or,  as  Collagen  argues,  coincidence. 
Either  way,  in  1987,  in  a  decision  Pa- 
lefsky calls  "the  worst  of  my  business 
career,"  he  settled  a  suit  with  a  woman 
who  blamed  collagen  for  her  PM/DM.  A 
dozen  more  suits  soon  followed.  Eight 
were  dismissed,  two  are  pending,  and 
Collagen  won  two  in  court. 

But  that  didn't  halt  the  damage.  After 
losing  her  suit,  Houston  PM/DM  sufferer 


products  is  a  drastic  measure  t 
don't  take  except  when  very  frust 

On  Aug.  22,  the  fda  told  Colk 
improve  its  systems  for  handling 
complaints  and  reporting  advers 
tions.  Then,  eight  days  later, 
fell.  The  FDA  had  always  agree 
Collagen  that  its  products  had  nc 
lation  with  PM/DM.  But  after  a 
meeting  with  the  TDH  and  other  j 
ment  scientists,  the  FDA  chan£ 
mind.  It  ordered  a  label  change 
cate  a  "  higher- than-expected"  in 
of  pm/dm  in  users  of  Zyderm  or  2 

The  agency  may  not  be  finisll 
hearings  Dingell  held  in  early  SB 
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A  subtle  reminder 
ou  need  an  Allstate  agent  forlife. 


ft  the  same  Allstate  agent  who  insures  your  car  and  home  help  you  /m  ofQfrQ 
ork ( >ut  just  the  right  plan  t( )  insure  y<  >ur  life.  Allstate  life,  financial  #1  IiDIcIiC 
abilits^  you  can  count  on.  A  member  of  the  Sears  Financial  Network.  You're  in  good  hands* 


tote  Lite  Insurance  Company,  Northbrook.  1L  Allstate  Lite  Insurance  G)mpany  of  New  York,  Huntington  Station,  NY  Not  mailable  in  Massachusetts. 


2? 

ber.  Johnson  accused  Collagen  of  trying 
to  manipulate  the  FDA  for  a  decade. 
While  Palefsky  calls  that  period  one  of 
"relative  tranquility"  between  the  two, 
FDA  documents  show  that  Collagen  was 
admonished  several  times  for  unautho- 
rized labeling  changes  and  failing  to  ad- 
dress FDA  concerns.  Now,  the  FDA  may 
review  Collagen*?  original  safety  data. 

That's  a  big  marketing  setback.  Some 
analysts  have  halved  their  1991  earnings 
estimates  for  the  $61  million  company  to 
S3.5  million,  or  40e  a  share.  And  Colla- 
gen's  stock  has  plummeted  40^  since 
March,  to  17.  But  Palefsky  says  he's 
confident  that  an  independent  committee 
the  FDA  is  convening  will  disprove  the 
PM  DM  link.  Several  physicians  who  ad- 
minister collagen  agree. 
long  memory.  Part  of  Collagen's  prob- 
lem may  be  Palefsky's  lightning-rod  na- 
ture. The  44-year-old  executive,  who 
says  he  gets  collagen  injections,  isn't  one 
to  mince  words.  In  June,  for  example,  he 
issued  a  press  release  refuting  Kessler's 
remarks  and  arguing  that  collagen  is  in 
fact  0.  K.  for  plumping  lips.  "When 
powerful  people  take  shots  at  us,  they 
should  be  corrected."  he  told  BUSINESS 
WEEK  in  July.  Few  companies  dare  to 
publicly  criticize  the  FDA — and  Collagen 


has  already  stretched  the  agency's  pa- 
tience. "There  is  an  institutional  memory 
in  that  bureaucracy  that  endures  forev- 
er." says  a  biotechnology  executive. 

Several  Collagen  directors  say  Pa- 
lefsky has  their  support,  though  two 
question  his  ability  to  deal  with  the  FDA. 
And  one  says  that  the  company  may  be 
forced  to  make  "both  substantive  and 
cosmetic  changes"  that  could  include 


The  FDA  used  to  dispute  a  link 
between  collagen  and 
a  rare  autoimmune  disease. 
Now.  it's  not  sure 


finding  a  new  role  for  the  CEO.  "Howard 
is  aggressive."  says  Collagen  Chairman 
Reid  W.  Dennis,  a  low-key  venture  capi- 
talist who  is  taking  more  of  a  role  with 
the  FDA  these  days.  But  Dennis  adds:  "If 
he  were  to  step  aside,  it  would  be  only 
because  he  is  worn  out — not  because 
he's  done  anything  wrong."  Says  Pa- 
lefsky: "I  have  enough  stock  [2.8r']  in 
this  company  that  if  I  thought  I  was 


part  of  the  problem.  I'd  get  rid 
To  fight  back,  Collagen  has  be 
guing  that  many  other  products 
lagen-based.  including  surgical  si 
and  blood-clotting  agents.  If  co| 
were  unsafe,  says  Palefsky, 
mune  disease  would  be  "epidl 
among  the  million  or  so  patients  wf 
exposed  annually  to  these  product} 
waiting.  That  strategy  may  be 
to  Collagen's  future.  The  compa 
about  to  introduce  two  collagen! 
medical  products:  Contigen,  a  trea| 
for  incontinence,  and  Collagraft. 
helps  fractures  heal.  Both  have 
through  the  FDA's  initial  reviews 
pear  to  be  poised  for  approval, 
analysts  think  Contigen  sales  cot 
$300  million  a  year.  But  few  belie! 
FDA  will  approve  either  product  ur 
scientific  debate  over  pm/dm  has 
So  for  now.  Wall  Street  is  spookel 
Collagen  Chief  Financial  Ol 
James  T.  McKinley  vows  that  tha 
pany  will  do  "whatever  it  taka 
make  peace  with  the  FDA.  It  bettej 
more  negative  safety  revelations 
charged  environment,   and  Colli 
cash  cow  could  be  hobbled  for  gol 
By  Joan  O'C.  Hamilton  in  San  Fra\ 
with  John  Carey  in  Washington 
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For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 
We're  a  recognized  leader  in  the  world's  financial  markets,  combining 
vast  resources  with  the  discreet,  reliable  and  committed  service 
that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  AAA 
rated  financial  strength  be  your  passport  to  stronger  global  finance. 
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EDITED  BY  ROBERT  BUDERI 


TAKING  THE  TEFLON  FACTOR 

BEYOND  POTS,  PANS— AND  POLITICOS 


First  came  Teflon, 
which  prevented  food 
from  sticking  to  pans. 
Now  comes  a  nonstick 
coating  that  can  protect 
walls  from  graffiti,  car 
paint  from  guano  stains, 
and  counters  from  spills. 

The  still-unnamed 
product,  from  Dow 
Chemical  Co.  in  Midland, 
Mich.,  starts  out  as  a 
soapy  liquid  that  can  be 
sprayed  or  wiped  onto  a 
surface.  As  it  dries,  into 
a  film,  fluorocarbon  chains  similar  to  those  in  Teflon  form  at 
the  surface  and  render  it  slick  and  stain-resistant.  Grime 
rinses  right  off.  Spray  paint  beads  up  and  can  be  wiped  away 
with  a  cloth.  Finally,  the  film  is  water-based,  so  there  aren't 
any  noxious  fumes — a  plus  for  carmakers  and  other  manufac- 
turers who  might  coat  their  products  with  it. 

October's  Research  &  Development  magazine  names  the 
film  one  of  1990's  top  innovations.  Still,  Dow  has  no  plans  to 
market  the  stuff  itself.  Instead,  it  wants  to  license  it  to  a 
manufacturer  with  more  experience  in  paints  and  coatings. 


TO  KEEP  YOUR  PLANTS  HEALTHY, 
FEED  'EM  THEIR  VITAMINS 


Farmers  may  one  day  spray  vitamins,  not  pesticides,  to  zap 
the  insects  and  diseases  that  attack  plants.  At  least  that's 
the  view  of  researchers  at  the  University  of  Wisconsin  at 
Madison,  who  say  plants  treated  with  vitamins  C  or  E  have  a 
dramatically  improved  ability  to  resist  insects  and  diseases. 

It  turns  out  that  vitamins  can  "trick"  plant  cells  into  re- 
sponding as  if  the  plant  is  under  more  stress  than  it  actually 
is.  This  stimulates  the  cells  to  produce  more  of  their  own  pest- 
and  disease-fighting  chemicals.  In  field  and  laboratory  work, 
entomologist  Dale  M.  Norris  found  that  elms  and  ashes  treat- 
ed with  vitamins  had  407<  to  60%  less  leaf  damage  due  to 
gypsy  moths  and  bark  beetles  than  trees  that  weren't  given  a 
vitamin  boost.  The  vitamins  paid  similar  dividends  when  fed  to 
soybeans,  snap  beans,  and  sweet  corn. 

Given  the  rising  concern  over  environmental  damage  caused 
by  agricultural  chemicals,  natural  and  nonpolluting  vitamins 
could  have  a  big  future,  says  Norris.  Indeed,  fdp  Associates,  a 
Madison  technology  development  firm,  has  already  licensed 
the  rights  to  this  approach  to  pest  control  in  plants. 


ARTIFICIAL  INTELLIGENCE: 
STILL  NOT  SO  BRIGHT? 


The  ability  to  analyze  hundreds  of  news  accounts  rapidly  is 
of  keen  interest  to  both  government  and  corporate  intelli- 
gence-gathering types.  Now  comes  CIRCUS,  artificial-intelli- 
gence software  developed  at  the  Natural  Language  Process- 
ing Lab  at  the  University  of  Massachusetts  at  Amherst.  The 
program,  which  tries  to  spot  patterns  from  written  reports  and 
news  articles,  recently  beat  out  12  industry  labs  and  two  other 
universities  in  a  test  sponsored  by  the  Naval  Ocean  Systems 


Center  in  San  Diego  to  try  to  predict  terrorist  incfE 
Prior  to  the  test,  participants  were  given  1,300  news  sgr 
to  "teach"  their  computers.  Competing  systems  werfB 
scored  on  their  ability  to  recall  correctly  and  place  in  cp 
100  new  articles  fed  into  them  during  the  test.  The  IB 
program  scored  51%  on  the  recall  aspect  and  62%  on  cm 
hension — enough  to  garner  the  top  recall  score,  as  well  wr 
best  combined  tally.  That's  no  great  shakes.  But  theft 
architects  say  the  point  was  to  evaluate  the  state  of  theB 
automated  language  processing,  not  to  come  up  with  m 
ketable  system.  Researchers  are  already  scurrying  to  ir* 
things.  But  for  the  foreseeable  future,  it  looks  as  A 
intelligence  agencies  will  still  have  to  live  up  to  their  » 


A  CLEAN  FIX  FOR  TOXIC 
PHOTOGRAPHIC  FIXERS 


A Canadian  photography  student  made  news  last  yea 
his  discovery  that  Lake  Ontario  held  enough  co 
nants  to  develop  his  pictures.  Ironically,  this  pollution 
partly  to  the  thousands  of  gallons  of  photographic 
containing  silver  and  other  hazardous  chemicals— used 
bilize  photo  images,  then  illegally  dumped  down  the  dr 
A  year  ago,  Technology  Transfer  Inc.  in  Edmonton, 
developed  Continufix,  a  process  for  recycling  fixers  u 
black-and-white  photography.  Now  comes  a  color  fixer 
In  both  cases,  a  reagent  mixed  with  the  old  fixer  bind 
silver,  the  major  pollutant  involved.  The  silver  form 
particles  and  is  filtered  out. 

Technology  Transfer  charges  photo  labs  about  80$  a 
to  collect  and  process  old  black-and-white  fixer,  then 
the  recycled  stuff.  Ignoring  environmental  benefits,  that 
than  half  the  tab  of  new  fixer.  And  the  company  say 
spread  will  hold  for  color.  Los  Angeles  is  the  only  U. 
with  a  Continufix  distributor.  But  that  should  change 


WHY  SCIENCE  IS  STRIVING 
TO  TOUGHEN  UP  THE  TUBER 


,ention  starch,  and 
Imost  people  think 
of  French  fries — or 
shirts.  But  starch  is  also 
a  key  component  of  plas- 
tics. And  manufacturers 
hope  to  tailor  its  produc- 
tion in  potatoes  and  oth- 
er vegetables  to  improve 
product  strength. 

Pennsylvania  State 
University  plant  physiol- 
ogist Jack  C.  Shannon  is 
out  to  make  this  a  reali- 
ty. The  challenge  lies  in 

altering  the  proportions  of  the  two  main  starch  comp<ft 
One  is  amylose,  a  molecule  that  makes  up  about  257  of  B 
and  gives  plastics  their  strength  and  resilience.  The  off 
amylopectin,  which  is  used  as  a  food  additive.  Plastics  I 
facturers  seek  a  greater  percentage  of  amylose. 

Shannon's  team  is  studying  microtubers,  grown  fromff 
of  potato  in  a  special  culture,  to  understand  how  these  m 
nents  of  starch  form  inside  a  potato  cell.  Microtubers 
the  same  tissues  as  regular  potatoes  but  can  be  prff 
more  uniformly  and  have  a  much  shorter  life  cycle — f;W 
ing  research  It's  too  soon  to  tell  when  a  payoff  might™ 
Meanwhile,  Shannon  is  hoping  to  attract  industry  funcM 
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A  Groundbreaking  Conference  for  Leaders  of 
I/S  Innovation  in  Business  Who  Know  the  Strategic 
Value  of  Tomorrow's  Technology 


FEATURING: 
William  H.  Gates,  Chairman  and  Co-founder.  Microsoft  Corporation 
Dr.  Andrew  S.  Grove,  President  and  Chief  Exec  utive  Officer,  Intel  Corporation 
George  Shaheen,  Managing  Partner,  Andersen  Consulting 
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G  R  A  N  I  )    H  Y  A  T  T   H  O  TEE*    IS  E 

W    Y  ()  R  K   C  IT  Y 

Powerful  client-server  computer  networks  are  being 
heralded  as  a  brilliant  new  age  in  computing.  Business 
Week  invites  you  to  join  the  nations  business  and  tech- 
nology elite  to  explore  the  leading  edge — and  discover  the 
potential  for  your  company. 

Register  now  by  calling  Business  Week  directly: 
(800)  445-9786  or  (212)  512-4930,  or  Fax  (212)  512-6909 
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TELECOMMUNICATIONS 


Researchers 
AT&T's  Bell 
Laboratories  an 
working  on  a  ne 
generation  of  pi 
switches  that  rc 
information  ove 
*  fiber-optic  netw 
at  the  speed  of 
fight-1 — by  using 
photons  rather  1 
the  current,  far 
slower  electron; 


SUPER 
PHONES 


VIDEO  HOOKUPS, 
SATELLITE  UNKS, 
LASER  SWITCHES  - 
HIGH-TECH  MIRACLES  ARL 
IN  THE  MAKING 


It's  1999,  and  you  want  to  invite  some 
friends  to  the  biggest  New  Year's 
Eve  party  of  the  millennium.  You 
know  they're  not  home,  but  you  call  any- 
way, and  the  intelligent  network  zaps 
the  call  across  the  country  to  where 
they're  staying.  Now,  how  to  describe 
what  you'll  be  wearing?  No  need  to. 
This  is  a  video  call,  so  just  hold  your 
evening  wear  up  to  the  camera.  As  for 
ordering  some  fin-de-siecle  champagne, 
have  your  computer  check  the  Bubbly 
Data  Base,  which  keeps  up-to-the-second 
data  on  what's  available  at  thousands  of 
liquor  stores  across  the  country. 

The  phone  network  of  the  future  will 
change  people's  lives  in  more  important 
ways  and  will  begin  to  do  so  well  before 


the  turn  of  the  millennium.  It  will  im- 
prove health  care  in  rural  hospitals  by 
letting  big-city  medical  experts  examine 
CAT  scans  via  video  hookups.  It  will  re- 
duce traffic  congestion  by  allowing  more 
people  to  work  at  home.  And  it  may 
make  business  more  efficient — by 
squeezing  out  the  dead  time  consumed 
by  letters  sitting  in  the  mail  and  by  re- 
laying information  continuously  to  head- 
quarters to  avoid  inventory  pileups. 
Meanwhile,  cellular  and  satellite  phones 
will  link  people  wherever  they  are,  and 
vast  new  capacity  will  push  down  prices 
so  far  that  casual  chats  will  be  as  rou- 
tine across  the  ocean  as  across  town. 

In  the  U.  S.,  Japan,  and  Western  Eu- 
rope, governments  and  business  inter- 


ests have  come  to  realize  that  f 
high-speed,  and  reliable  phone  ne 
are  critical  to  economic  growtl 
while  those  wealthy  nations  pi 
21st  century  telecommunicatior 
acles,  developing  countries  from 
to  Indonesia  are  working  towan 
smaller  miracles — a  time  whei 
don't  have  to  wait  years  to  get 
phone  line  installed  or  hire  secret' 
sit  on  the  telephone  all  day  waitin 
dial  tone. 

new  generation.  Making  these 
come  true  will  require  hundreds 
lions  of  dollars'  worth  of  new 
equipment — everything  from  ] 
phones  for  your  den  to  earth-i 
satellites.  Most  critical,  however, 


SPEC 


TOMORROW'S  PHONE  NETWORK  + 

Taking  their  cue  from  the  computer  industry,  makers  of  telecommunications 
equipment  are  racing  to  build  the  gear  for  a  flexible,  programmable  "intelligent 
network"  that  will  speed  information  to  wherever  it's  needed.  Here's  what  the  new 
phone  network  will  do  for  you: 

VIDEO  ON  DEMAND  You'll  be 
able  to  watch  any  movie  you  want, 
when  you  want.  Fiber-optic  cables  to 
the  home— laid  by  phone  or  cable 
television  companies— will  be  able  to 
carry  a  huge  variety  of  program- 
ming, including  lots  of  special-interest 
channels  and  localized  advertising 


NEVER  LOSE  TOUCH  You  II  have 
one  phone  number  for  life.  When 
someone  calls  it,  the  network  will 
deliver  the  call  to  wherever  you  go, 
even  in  a  car  or  at  a  neighbor's 
house— as  long  as  you  let  the  network 
computer  know  where  you  are 


1-new  generation  of  phone  switch- 
i  transmission  gear  that  phone 
lies  from  Singapore  to  Cincinnati 
;e  to  modernize  their  networks, 
'rederick  D.  Ziegel,  an  analyst  at 
w  York  brokerage  of  Punk,  Ziegel 
ell:  "Over  the  next  5  to  10  years, 

and  public  switched  telephone 
ks  will  undergo  the  most  radical 
ogical  transformation  in  history." 
new  hardware  is  needed  to  corn- 
he  broad  telecommunications  su- 
lways  that  customers  are  de- 
ig.  Today's  networks  are  built 

the  telecom  equivalent  of  an  IBM 
ame  computer:  the  central-office 
,  a  multimillion-dollar  monster 
ensconced  in  a  fireproof  building 
ided  to  by  technicians  around  the 
All  the  phone  calls  from  miles 

pass  through  it. 

.  blizzard.  But  even  these  giant 
es  and  the  transmission  gear  they 
nth  can't  possibly  handle  the  traf- 
t's  coming  down  the  pike.  Soon, 
work  will  be  called  upon  to  carry 
jout  anything  that  can  be  digi- 
rom  the  human  voice  to  high-defi- 
television  images.  Phone  compa- 
re making  huge  investments  to 
;hose  signals  by  replacing  copper 
with  fiber-optic  cables  with  theo- 
ry infinite  capacity.  So,  what 
companies  need  from  equipment 
5  are  new  switches,  transmission 
,nd  software  to  keep  the  deluge  of 
signals  flowing  smoothly  over 
capacious  fibers. 

)ly  building  bigger,  faster  ver- 
if  today's  equipment  won't  do  the 
•esearchers  say.  Today's  network 
es,  which  route  calls  from  place  to 
wastefully  reserve  a  fixed  path- 
itween  two  points  even  if  the  cir- 
idle  for  most  of  the  call.  In  a 
voice  call,  the  two-way  circuit  is 
iout  60%  of  the  time,  figuring  in 
and  the  fact  that  usually  only 
rson  is  speaking  at  a  time.  Plus, 
le  seconds  are  wasted  in  setting 
:ircuit  for  what  may  be  a  split- 
data  burst. 

coming  generation  of  switches 
•eak  down  all  messages  into  tiny 
s  of  digital  information  that  will 
ailed"  at  light  speed  over  the  net- 
and  reassembled  into  a  coherent 
i  at  the  far  end,  a  streamlined  ver- 
f  the  packet-switching  technology 
sed  in  computer  networks.  With 
lange,  prices  should  fall,  reliability 

increase,  and,  voila:  a  superhigh- 
)r  the  Information  Age. 
ids  like  a  bonanza  for  the  makers 
me  equipment,  right?  Not  neces- 

While  demand  for  new  equipment 
;  at  an  all-time  high,  new  technol- 


1 


CUSTOMIZED  PRICING  Smart  phone 
companies  will  keep  track  of  your  calling 
patterns  and  entice  you  to  stick  with  their 
service  by  offering  you  custom-tailored 
discounts.  If  you  always  call  Mom  in 
Tuscaloosa  on  Sunday  nights,  the  phone 
company  can  give  you  a  special  rate  ^ 


ELASTIC  BAN 

chunk  of  inforrr 
Rapidly?  Toda; 
leased  by  the  n 
phone  number, 
hit  the  button.  > 
of  'bandwidth, 
that  you  consul 


w 
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ogy  and  intense  competition  among  glob- 
al competitors  are  driving  down  prices, 
limiting  estimated  revenue  growth  to  7% 
annually  through  2000.  And  profits — al- 
ready squeezed  by  price  wars  in  the  past 
few  years — will  be  even  harder  to  come 
by.  To  deliver  the  new  technology  that 
the  phone  companies  want,  equipment 
makers  are  spending  huge  amounts  on 
research  and  development  (chart). 
few  subsidies.  The  inevitable  result: 
From  around  10  diversified  equipment 
makers  now  competing  internationally, 
perhaps  five  or  six  will  survive  as  global 
rivals  with  a  full  range  of  products  by 
the  turn  of  the  century.  As  the  decade 
begins,  American  Telephone  &  Tele- 
graph Co.  and  Canada's  Northern  Tele- 
com Ltd.  are  the  reigning  suppliers  in 
North  America,  the  world's  most  ad- 
vanced market.  In  Europe,  where  nation- 
al phone  companies  often  still  favor  local 
manufacturers,  Germany's  Siemens, 
France's  Alcatel,  and  Sweden's  Ericsson 
are  well  entrenched.  And  all  eyes  are  on 
the  Japanese,  led  by  NEC  Corp.  and  Fu- 
jitsu Ltd.,  whose  deep  pockets,  persis- 
tence, and  skill  in  manufacturing  serve 
them  well. 

The  action  is  already  intense  in  the 
U.S.,  the  world's  most  open  telecom- 
munications market,  but  fierce  competi- 
tion is  spreading — even  to  Japan's  Nip- 
pon Telegraph  &  Tele- 
phone Corp.,  which  is 
feeling  the  prod  of  com- 
petition and  is  buying 
more  equipment  from 
foreign  suppliers  to 
meet  the  challenge 
(page  144). 

In  the  emerging  glob- 
al market,  the  focus  of 
competition  is  shifting 
from  political  influence 
to  technology.  While 
protectionism  and 
strong  ties  between  lo- 
cal phone  companies 
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and  equipment  suppliers  linger,  few  na- 
tions can  still  afford  to  subsidize  equip- 
ment makers  or  live  with  outdated 
phone  technology. 

For  businesses,  the  advent  of  new 
generations  of  superfast  switches  built 
on  packet  technology  will  mean  not  hav- 
ing to  lease  an  expensive,  high-capacity 
circuit  by  the  month  just  to  send  an 
occasional  flurry  of  information.  Holding 
open  an  entire  high-speed  circuit  for  ir- 
regular bursts  of  data  traffic — as  they 
do  now — is  like  reserving  a  separate 
highway  lane  for  a  race  car  that  comes 
through  once  a  month.  With  fast-packet 
networks,  they'll  just  dial  up  and  pay  for 
the  number  of  packets  sent — the  ulti- 
mate in  what's  known  as  "elastic  band- 
width." Inevitably,  that  flexibility  will 
encourage  more  high-speed  information 
exchange  between  people  who  otherwise 
would  have  settled  for  a  phone  call  or  a 
fax.  The  first  fast-packet  services  from 
carriers  began  appearing  last  year. 

The  race  to  commercialize  new  tech- 
nologies such  as  fast-packet  switching 
could  rearrange  the  competitive  balance 
in  the  $102  billion-a-year  telecommunica- 
tions equipment  market.  Who  will  win? 
At  the  start,  France's  Alcatel  leads  with 
equipment  revenue  of  more  than  $17  bil- 
lion, followed  by  AT&T  at  around  $15  bil- 
lion. After  them,  in  order,  come  Siemens, 


try. 
k 

- 1.1 


America  has  the  most 
advanced 
telecom  . . .  Our 
experience  in  America 
will  show  Fujitsu  in  a 
good  light' 

RYOICHI  SUGIOKA 

FUJITSU 


NEC,  Northern  Telecom,  Ericssoi 
chi,  and  Fujitsu,  according  to  M 
Hill  Inc.'s  Northern  Business  Ii 
tion  research  unit.  AT&T,  Alcat 
Northern  Telecom  have  all  p 
vowed  to  be  No.  1  at  the  turn 
century — although  Northern 
that  it  expects  to  be  the  "market 
in  products,  not  necessarily  in  re 
For  any  of  them  to  make  good 
promise  will  require  somethin 
none  yet  has:  a  mastery  of  glob 
keting.  Until  the  1980s,  they  didn 
to  think  globally.  Government-ow: 
tional  phone  companies  bought 
or  exclusively  from  a  handful  of  I 
domestic  suppliers.  AT&T,  barred 
cades  by  antitrust  decree  from 
abroad,  sold  nearly  the  entire  ou 
its  Western  Electric  Co.  to  its  ow 
distance  and  local  phone  operatio 
invaders.  The  1984  breakup  ol 
stimulated  the  phone  giant  to  g< 
foreign  markets,  and  other  manu 
ers  followed  suit  as  they  took  adv 
of  the  1980s'  wave  of  telecom  de 
tion  and  trade  liberalization.  \fy 
Europe,  long  sealed  off  from  cc 
tion,  is  cracking  open  as  monopoly 
companies  begin  to  face  competitii 
the  European  Community  works 
ate  a  single  borderless  market. 
That  already  has  sent  a  tremor 
solidation  throug 
industry.  On  the 
that  the  best  deft 
a  good  offense, 
ers  invaded  each  ( 
markets  while 
off  assaults  on 
own.  Siemens 
bought  the  Roln 
manufacturing  bu 
from  IBM  and  cc 
British  equipment 
er  GPT  through  a 
nership  with  G 
Electric  Co.  of  B 
AT&T  is  slowly  dig 


pi 
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o.'s  U.  S.  switch- 
iness.  And  last 
)rthern  Telecom 
52.8  billion  to 
3  its  buy  of  STC 

British  equip- 
aker. 

Alcatel  has 
irtieularly  hun- 
ily,  taking  con- 
he  transmission- 
ent  businesses 
Rockwell  Inter- 

Corp.  and  Ita- 
ettra.  Now,  ac- 
to  Northern 
s  Information,  Alcatel  is  the 
candidate  to  take  over  DSC  Corn- 
Lions  Corp.,  the  Piano  (Tex.)- 
;witchmaker  that  has  faltered 
s  signaling  software  was  blamed 
sing  major  phone  outages  last 
1  Washington,  Pittsburgh,  and 
geles. 

UN  payoff.  Clearly,  all  the  big 
can't  be  No.  1.  Equally  obvious, 
rybody  in  the  telecom  equipment 
s  now  is  going  to  make  it  to  the 
itury.  The  biggest  hurdle  could 
>ly  funding  the  huge  R&D  efforts 
to  perfect  the  switches  for  the 
one  networks  (chart).  The  cost  of 
ing  a  new  generation  of  switches 
;ast  $1  billion.  Says  Robert  W. 
AT&T  Bell  Laboratories'  executive 
■  for  communication  sciences  re- 
"It's  eating  us  up.  We're  push- 
se  to  the  frontiers  of  nature, 
rou're  working  with  atoms  and 
)nds  and  gigabits.  You  try  to 
ne  of  those  gizmos,  it  costs  you 
and  a  leg."  And  costs  are  even 
aggering  in  software,  which  now 
;s  for  75%  of  the  switchmakers' 
dgets. 

:'s  more,  to  survive,  most  big  net- 
luipment  makers  will  have  to  ex- 
ito  full-line  suppliers.  As  trans- 
1  gear  gets  more  capable,  it 
s  in  complex  ways  with  switches, 
panies  need  to  tie  together  the 
imain  of  equipment,  including  a 
k;-management  system  that  lets 
rs  survey  and  fix  problems  over 
ire  system.  "This 
lext  wave,"  says 
3ornu,  executive 
:sident  for  Alca- 
s  pure  software, 
ly  the  very  large 

can  possibly  af- 

develop  it." 
lat  big  spending, 
:r,  may  not  see  a 

payoff.  Phone 
lies,  which  were 
1-but-captive  cus- 
,  are  learning  to 
iround  for  the 
ice,  leading  to  in- 


*The  question  is 
employment  in 
Europe.  It's  a  political 
question.  Europe  will 
lose  jobs. 

HANS  BAUR 

SIEMENS 


tense  price  wars  in  some  markets.  In  the 
U.  S.,  according  to  Northern  Business 
Information,  the  price  of  a  central-office 
switch  has  fallen  more  than  207'  in  the 
last  two  years,  to  about  $220  per  line. 
While  the  research  firm  expects  prices 
to  level  off,  an  executive  for  one  major 
manufacturer  frets:  "In  18  months, 
prices  are  going  to  be  in  a  free-fall." 

Competitors  blame  AT&T  for  the  price 
war.  Says  E.  Van  Cullens,  senior  vice- 
president  for  marketing  and  business  de- 
velopment at  Siemens  Stromberg-Carl- 
son:  "They  seem  to  have  taken  an 
attitude  in  the  last  year  that  they  will 
price  at  whatever  level  it  takes  to  hold 
or  gain  market  share."  While  declining 
to  respond  to  that,  AT&T  Network  Sys- 
tems Group  Executive  William  B.  Marx 
Jr.  concedes:  "Certainly,  we've  gotten 
tougher.  We'll  do  what's  necessary  in 
terms  of  pricing." 

Against  a  backdrop  of  plunging  prices 
and  escalating  costs,  even  the  best-fi- 
nanced phone-equipment  makers  must 
plot  careful  marketing  strategies.  In 
phone  equipment,  as  in  computers,  ma- 
jor technological  shifts  create  an  oppor- 
tunity for  upstarts  to  grab  market  share 
from  established  leaders.  Northern  Tele- 
com, for  example,  cracked  AT&T's  mo- 
nopoly on  the  U.  S.  switch  market  in  the 
1980s  by  beating  it  to  the  punch  with 
digital  switches.  The  lesson:  Even  top 
suppliers  can't  afford  to  be  late  in  adopt- 
ing new  technology. 

But  being  first  can  be  dangerous,  too. 
Two  years  ago,  Fujitsu  was  the  first  to 


The  '90s  hold 
tremendous 
opportunity  . . .  We're 
not  in  any  way,  shape, 
or  form  intimidated 

WILLIAM  MARX 

AT&T 


trot  out  a  new  genera- 
tion of  fiber-optic  trans- 
mission products, 
known  as  Sonet,  for 
Synchronous  Optical 
Network.  The  Japanese 
electronics  giant — fol- 
lowed by  Alcatel, 
Northern  Telecom,  and 
others — began  selling 
Sonet  gear.  But  AT&T 
held  back.  It  missed 
some  early  orders,  but 
AT&T  executives  main- 
tain that  they'll  come 
out  ahead  because  they 
may  wind  up  being  first  with  hardware 
that  fits  a  new  Sonet  standard.  It's  not 
yet  clear  whose  strategy  was  smarter. 

Fujitsu  may  reap  more  by  bolting 
ahead  with  a  new  fast-packet  switching 
technology  known  as  Asynchronous 
Transfer  Mode.  ATM,  which  will  start  ap- 
pearing in  phone  networks  around  1993, 
breaks  all  traffic  into  tiny,  evenly  sized 
packets,  known  as  cells,  for  maximum 
routing  speed.  Fujitsu's  basic  switching 
design  for  ATM  is  primitive  compared 
with  those  of  American  researchers,  but 
it  makes  up  for  that  by  using  superfast 
integrated  circuits,  says  Polytechnic  Uni- 
versity of  New  York  professor  Tony 
Lee,  a  former  researcher  at  Bellcore,  the 
Baby  Bells'  R&D  arm.  "It  seems  that 
they  don't  care  what  the  perfect  solution 
is;  they  will  go  ahead  to  build  first," 
says  Lee.  "This  is  a  very  good  strategy 
because  you  want  to  occupy  the  market 
earlier."  Fujitsu  is  already  conducting 
trials  of  its  ATM  technology  with  three  of 
the  seven  Baby  Bells:  BellSouth,  Nynex, 
and  U.  S.  West. 

long  delays.  The  accelerated  rate  of 
change  in  the  switch  market  is  making  it 
look  much  more  like  the  computer  mar- 
ket, with  which  it  shares  key  technology 
such  as  microprocessors.  Much  as  IBM 
has  had  to  rethink  the  role  of  its 
mainframes  in  an  era  of  powerful  per- 
sonal computers,  switchmakers  and  sup- 
pliers of  other  phone  equipment  may 
have  to  change  their  ways  of  thinking  in 
the  1990s. 
Like  mainframes,  central-office 
switches  are  not  so  easi- 
ly adapted  to  a  chang- 
ing market.  Switches 
remain  so  difficult  to 
program  that  new  fea- 
tures take  years  to  de- 
liver. Take  U.  S.  West,  a 
regional  Bell  that  wants 
to  offer  a  feature  for 
people  who  call  and  get 
a  busy  signal:  Press  1 
to  stay  on  the  line,  2  to 
leave  a  voice-mail  mes- 
sage, or  3  to  cut 
through  in  an  emergen- 
cy. Sounds  simple,  but 
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U.  S.  West  estimated 
that  it  would  take  three 
years  or  more  to  offer 
that  simple  service — if 
it  relied  on  its  switch- 
makers  to  write  and 
test  the  required  soft- 
ware. The  programs  in- 
side switches  are  so 
byzantine  that  it  takes 
1,000  programmers  to 
make  sure  that  one  new 
feature  won't  interact 
with  another  in  some 
unexpected  way  and 
bring  down  the  entire 
network,  the  company 
says. 

So  the  regional  Bell  is 
doing  something  that 
all  switchmakers  are 
watching  carefully.  It  is 
going  to  write  the  pro- 
grams for  the  new  fea- 
tures itself.  And,  strik- 
ing at  the  heart  of  the 
switchmakers'  business, 
it  expects  them  to  run 
not  on  the  phone  switch 
but  on  a  Hewlett-Pack- 
ard Co.  computer.  If  the 
experiment  works,  it 
should  vastly  simplify 
testing  how  new  features  will  interact 
with  existing  ones,  cutting  the  waiting 
time  for  new  services  to  three  to  five 
months  and  the  number  of  programmers 
required  to  around  a  dozen,  says  Lloyd 
Linnell,  U.  S.  West's  program  director 
for  network  delivery  capabilities. 

It  may  seem  like  a  small  event,  but 
the  potential  fallout  is  enormous.  If  U.  S. 
West  succeeds,  over  time  other  phone 
companies  also  can  start  shifting  some 
of  the  intelligence  needed  to  run  their 
networks  from  central  switches  costing 
more  than  $1  million  to  minicomputers 
costing  as  little  as  $100,000.  Companies 
such  as  HP  and  Digital  Equipment  Corp. 
would  vie  for  the  new  business,  while 
switchmakers  could  see  their  world 
shrinking,  perhaps  reduced  to  handling 
the  mundane  tasks  of  routing  calls  to 
and  fro.  Switchmakers  already  acknowl- 
edge that  opening  the  network  to  other 
equipment  is  inevitable.  In  fact,  AT&T  is 
going  with  the  flow  and  supplying  an- 
other regional  Bell,  BellSouth,  with  a 
system  similar  to  the  U.  S.  West  setup 
that  puts  new  network  features  on  pro- 
cessors separate  from  the  switch, 
u.  s.  battleground.  For  the.  established 
switchmakers,  another  alarming  aspect 
of  the  U.  S.  West  project  is  the  company 
it  chose  to  furnish  the  basic  software: 
NEC  Corp.,  one  of  those  Japanese  compa- 
nies that  supposedly  can't  write  soft- 
ware. Although  the  work  was  done  by  a 


Scientists  are  testing  systems  that  allow  big-city  doctors  to 
examine  CAT  scans  from  rural  hospitals  via  video  phones 


team  of  programmers  at  NEC's  Irving 
(Tex.)  plant,  NEC  will  now  be  able  to  sell 
such  software  wherever  it  sells  telecom 
equipment. 

The  U.  S.  market  is  where  the  great 
international  phone-equipment  contest  is 
getting  its  start.  Not  just  NEC  and  Fu- 
jitsu, but  Siemens,  Alcatel,  and  Ericsson 
continue  to  push  hard  into  the  highly 
deregulated  U.  S.  market — despite  vi- 
cious price  competition  and  single- 
digit  sales  growth.  The  reason?  "Ameri- 
ca has  the  most  advanced  telecom  ser- 
vices in  the  world,"  says  Ryoichi  Su- 
gioka,  president  of  Fujitsu  Network 
Switching  of  America  Inc.  "Fujitsu's 
customers  in  Hong  Kong  and  Singapore 
want  those  services,  too.  Our  experi- 
ence in  America  will  show  Fujitsu  in  a 
good  light." 

Of  course,  U.  S.  suppliers  don't  plan  to 
be  sitting  ducks.  AT&T  is  accelerating  an 
overseas  push  that  be- 
gan in  1980  after  a  55- 
year  absence  from  for- 
eign markets.  The  goal 
is  to  get  half  the  compa- 
ny's revenue  from  over- 
seas calling  and  foreign 
equipment  sales  by  ear- 
ly in  the  next  decade, 
up  from  22%  now.  So 
far,  its  biggest  telecom- 
gear  markets  are  in 
such   nations   as  the 
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U.S.  EXPORTS  SHRINK 


Netherlands,  Spa 
South  Korea,  bul 
recently  made  s 
NTT  in  Japan,  toq 

Other  U.  S. 
nies  are  also  raclj 
respectable  inter) 
al  sales,  especi 
the  new  wireles 
nologies.  Motoro  | 
is  waging  a  wo: 
battle  with  Sw 
Ericsson  for  lea 
in  sales  of  cellul 
work  gear.  Th( 
company  alreadj 
in  sales  of  the 
themselves.  In 
communications! 
companies,  le| 
Hughes  Comr 
tions,  dominatl 
world  market. 

TOUGH  NUT.  FoJ 

suppliers  that  a\ 
ing  switches  and! 
mission  gear  fl 
wired  phone  nJ 
however,  Eurol 
mains  a  difficult 
ket.  Most  telecoij 
cations  gear  i;gj 
purchased  by  d. 
government-owned  phone  comi 
that  continue  to  have  close  ties 
vored  suppliers,  preferably  doi 
Americans  claim  that  the  high  pri< 
ropeans  charge  in  their  home  n 
enable  them  to  subsidize  attacks 
eign  markets.  AT&T  Chairman  Ro 
Allen  last  year  cited  a  news  repo 
Siemens  charged  $700  per  switch 
Germany  and  less  than  $250  a  line 
U.  S.  Siemens  says  that's  not  a  fa  mpi 
parison  because  the  German  pi 
eludes  software. 

The  Japanese  have  had  a  parti 
hard  time  cracking  the  Europea 
ket,  and  it's  not  clear  how  quid 
barriers  will  fall  after  1992.  In  Ge 
Siemens  is  lobbying  to  exclude  fr 
European  Community  any  produc 
don't  have  at  least  50%  local 
It  is  arguing  that  high-wage 
will  be  flooded  with  imports  fro 
wage  Asian  na 
even  though 
clearly  isn't  a  \o\ 
nation.  Says  Si 
Executive  Vice 
dent  Hans  Baur: 
question  is  empl< 
in  Europe.  It's  a 
cal  question.  I: 
will  lose  jobs." 

That  leaves  d 
ing  countries,  m£ 
Eastern  Europ 


SPEC 


Forget  ivy-covered  walls  and  lounging  on  the  grass.  Today's  students  are  rushing  to  meet 
le  21st  Century.  Libraries  are  now  "multimedia  buildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "applied  technology  facilities."  At  California  State  University,  Fresno, 
there's  even  a  special  system  to  integrate  all  of  these  resources.  It's  called  a  telephone. 
Actually,  the  students  of  CSUF  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
1  voice,  video  and  data  communications,  this  massive  digital  network  provides  access  to  thousands  of  on-campus 
:omputer  workstations,  telephones  and  telecommunications  services.  From  the  status  of  a  starting  freshman  to 
the  final  grades  of  a  graduating  senior,  the  F9600'"  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  Call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fujitsu,  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries. 


FUJITSU 


The  global  computer  &  communications  company. 


Asia.  There's  the  lure  of  booming 
growth  rates  in  certain  nations,  but  it 
takes  Herculean  efforts  to  land  con- 
tracts. Today,  the  Japanese  are  consoli- 
dating their  influence  in  many  of  the 
developing  Asian  countries  through  in- 
vestment, patient  market  development, 
and  financial  aid.  Alcatel  and  Siemens 
are  vying  for  leadership  in  Eastern  Eu- 
rope by  offering  jobs  and  a  transfer  of 


technology  through  local  joint  ventures. 
Companies  such  as  AT&T  and  Northern 
Telecom  are  scrapping  for  sales  wherev- 
er they  can  land  them. 

In  short,  safe  markets  have  become 
unsafe,  and  well-understood  technol- 
ogies are  becoming  obsolete.  But  then, 
that's  what  happens  when  a  market 
pushes  the  edges  of  sophistication.  In- 
deed, companies  that  get  it  right  can  still 


expect  to  profit.  Says  AT&T's  1 
Marx  Jr.:  "The  '90s  hold  tremencl 
portunity  for  businesses  like  oura 
not  in  any  way,  shape,  or  form  inl 
ed  by  the  fact  that  it's  compJ 
That's  what  they  all  say.  Somel 
right. 

By  Peter  Coy  in  Ken:  Vol 
Jonathan  B.  Levine  in  Paris,  Xeil  * 
Tokyo,  and  Gail  E.  Schares  in  Bor 


GUESS  WHO'S  BUYING  AMERICAN— MIGHTY  NTT 


In  the  late  1970s,  the  head  of  Ja- 
pan's state  phone  monopoly,  Nip- 
pon Telegraph  &  Telephone  Corp., 
told  reporters  that  the  only  things  for- 
eign companies  could  sell  his  company 
would  be  mops  and  telephone  poles. 

Since  then,  the  Japanese  goliath  has 
come  a  long  way.  Privatized  in  1985,  it 
is  now  beginning  to  experience  compe- 
tition— and  is  willing  to  buy  foreign- 
built  equipment  to  meet  the 
challenge.  Last  year,  $465  mil- 
lion— about  6% — of  the  phone 
giant's  capital  budget  was 
spent  on  foreign  equipment,  a 
30%  increase  over  1989.  North 
American  companies  supplied 
95cc  of  it.  And  advanced  prod- 
ucts, such  as  digital  switches 
and  transmission  gear,  made 
up  70cr  of  that.  So,  as  Japanese 
suppliers  sally  forth  in  the  in- 
tensifying global  battle  among 
telecom  equipment  makers, 
competitors  from  abroad  are  at 
last  getting  a  chance  to  retali- 
ate in  kind. 

The  question  is,  can  NTT  keep  up  its 
progress?  "We'll  buy  the  best  products 
at  the  lowest  possible  price,"  says  NTT 
President  Masashi  Kojima,  but  he  isn't 
promising  anything.  American  telecom 
executives  in  Tokyo,  however,  say  that 
their  prospects  are  improving.  One  rea- 
son: NTT  needs  foreign  products,  such 
as  systems  for  toll-free  call-in  num- 
bers, to  keep  ahead  of  its  new  domestic 
rivals.  And  telecom  gear  is  growing 
more  dependent  on  software — a  tradi- 
tional American  strength.  Says  John  P. 
Stern,  vice-president  for  the  American 
Electronics  Assn.'s  Asian  operations: 
"NTT  has  no  choice  but  to  work  more 
closely  with  foreign  suppliers." 
'beneficial.'  While  Japan  still  isn't 
wide  open,  the  change  is  striking.  For 
years,  NTT  relied  on  NEC,  Fujitsu,  Hita- 
chi, and  Oki  to  co-develop  and  manu- 
facture the  hardware  for  its  phone  net- 
work, everything  from  integrated 
circuits  to  mainframe  computers  and 
central  switches.  NTT  shared  its  vast 


research  and  development  resources 
and  bought  the  companies'  products. 

With  deregulation  in  the  mid-1980s, 
NTT  found  itself  competing  head-on 
with  members  of  the  old  family.  NEC 
Corp.  snatched  a  big  chunk  of  the  busi- 
ness for  office-phone  systems.  Hitachi 
Ltd.  went  after  cordless  telephones,  an 
NTT  monopoly  until  1985.  And  after 
years  at  the  helm  of  Japan's  sole  public- 


data  network,  NTT  finds  itself  pitted 
against  Fujitsu,  Hitachi,  and  NEC. 

NTT's  "buy  foreign"  campaign  kicked 
off  in  1981  as  a  response  to  U.  S.  trade 
pressure.  But  now,  it's  looking  more 
like  a  survival  strategy.  "It's  not  just 
to  appease  America,"  says  a  senior  of- 
ficial in  NTT's  International  Procure- 
ment Office.  "We  realize  these  pur- 
chases can  be  beneficial."  Take  NTT's 
relationship  with  Northern  Telecom. 
After  finishing  field  tests  on  one  of 
Northern's  advanced  switches  in  1987, 
NTT  began  placing  orders  to  buy  as 
much  as  $74  million  worth  of  the  gear 
a  year.  Northern  can't  conceal  its  de- 
light. "'These  aren't  minor  compo- 
nents," says  one  official.  "It's  the  con- 
trol core  of  the  network." 

In  another  unprecedented  step,  NTT 
invited  American  Telephone  &  Tele- 
graph Co.  to  work  with  its  own  re- 
searchers in  developing  a  new  fiber- 
optic transmission  device.  Skeptics 
inside  AT&T  scoff  that  it  was  just  a 


scheme  to  pick  the  brains  of  Be' 
oratories  engineers.  But  Allan 
shimura.  managing  director  of 
Network  Systems  in  Tokyo,  disi 
that  idea.  NTT  has  its  own,  forrr 
R&D  track  record,  he  points  out 
put  as  many  engineers  on  this 
did,"  says  Yoshimura.  "Half  the 
we  had  NTT  engineers  over  her< 
10:30  at  night."  The  result  was  i 
speed  device  that  funnel 
tiple  signals  through  a 
optical  fiber.  AT&T  expe 
sell  about  $150  million  w( 
them  to  NTT  in  the  nes 
years,  helping  NTT  to 
cutting-edge  network. 
feelers.  As  NTT  eases  th 
for  foreign  equipment  n 
in  Japan,  it's  also  look 
branch  out.  Although 
by  law  as  a  domestic  c 
it's  exploring  ventures  :  | 
ing  a  possible  cellular 
deal  with  BellSouth  Co 
Brazil.  And  NTT  Preside] 
jima  is  reacting  favora 
feelers  from  British  Telecomn 
tions  PLC  about  becoming  a  part 
BT's  new  Atlanta-based  corr 
called  Syncordia  Corp.,  which  w 
big  corporations'  global  network 

NTT  can't  afford  to  sit  still, 
earnings  slid  15%  last  year.  Aj 
Posts  &  Telecommunications  M 
is  intent  on  dismembering  NTT 
name  of  competition.  If  that  ha 
the  new  operating  companies- 
ntts— "will  need  all  the  help  th< 
get"  from  foreign  phone  coml 
and  equipment  suppliers,  says  I 
dore  Iriye,  Infonet  Services  (I 
vice-president  for  Asia-Pacific. 

Competitive  pressures  on  NQ 
here  to  stay.  That  means  NTT 
such  suppliers  as  AT&T  and  Nortl 
help  it  meet  its  customers'  needs, 
all,  it  will  take  a  lot  more  than 
and  telephone  poles  to  provide  tl 
vices  that  telecommunications  c 
ers  demand  in  the  1990s. 

By  Neil  Gross  in 
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Thanks  to  AT&T  International  800  Service, 
bike  sales  in  Canada  have  been  picking  up  speed. 


J  International  800  Service. 


\  toll-free  number  from  AT&T  can  help  a  business 

le  its  bikes  in  Canada. 

3r  just  about  anything  else. 

[f  you're  a  manufacturer,  you  can  use  it  to  help 

customers  place  orders  or  get  their  questions 

ered. 

Financial  firms  can  use  it  to  help  clients  access 

mation  or  reach  their  broker. 

\nd  travel-related  businesses  can  use  it  for  booking 

rations. 

!t  doesn't  matter  what  you  sell.  Or  how  much. 


Because  AT&T  International  800  Service- Canada  has 
options  to  fit  the  very  smallest  to  the  very  largest  companies. 
And  now  a  lower  price  to  make  it  even  more  affordable. 

Call  1  800  222-0400,  Ext.  26l6  for  more  information 
on  getting  AT&T  International  800  Service  in  Canada. 

And  help  get  your  sales  curve  climbing. 

A  World  of  HelpSM  from  AT&T. 


AT&T 


i 


FOR  AD  RATES 
AND  INFORMATION 

BUSINESS  W 
MARKET-PL/ 

PHONE: 

Mum  ii  ni/fTl#f  ii 

100  EAST  OHIO! 

(312)337-3090 

Mlf  1/1  Jrff  r  1  m^l  Hi k 

SUITE  63: 

OR  WRITE: 

Irl/lflALff 

CHICAGO,  IL« 
FAX:  (312)  337 

Business  Services 


Beat  the  Recession 
with  9.2  A//7/WK 
Business  Sales  Leads 

In  the  palm  of  your  hand! 


During  tough  economic  times,  smart  marketers  become  more  aggressive 
in  prospecting  for  new  customers.  And  Business  Lists-On-Disc  is  the 
ultimate  marketing  tool  for  anyone  who  sells  to  businesses.  You'll  find 
thousands  of  new  leads  in  our  database,  to  help  you  weather  the  recession 
and  come  out  stronger  than  ever. 

Search  b\ : 

•  Sales  Volume  •  SIC  codes 

•  Number  of  Employees  •  Geographically  by  City  . 

•  Company  Name  Zip  Code.  County  or  State 

Then  dow  nload  to  disk  to  use  with  your  sofrw  are  or  print  mailing  labels, 
profile  reports  and  much  more.  Records  include  full  information,  with 
contact  name.  .All  you  need  is  a  PC  and  CD-ROM  drive. 

Call,  "rite  or  fax:  i402>  593-4565  FAX  (402)  331-5481 
American  Business  Information  •  5"  11  S.  86th  Circle  •  Omaha.  NE  6812" 


Health  Fitness 


Professional  Equipment 


"How's  the  weather?'" 
Glad  you  asked 

\ov>  vou  can  answer  \irtualk  even,  question 
vou  ha\e  about  the  weather  quickly,  easily 
and  accurately.  YVeathei  Wizard  II  has  all  it 
takes  to  watch  the  weather  like  the  pros.  All 
tor  only  $195 

FEATIRES  INCLUDE: 

•Inside  &  Outsiae  Temps 
•Wind  Speed  i  Direction 
•Wind  Chill 
•Time  &  Date 
•  AJarms 


weather  Wizard 

The  Professional 
Home  Weather  Station 

Only  $195.  Add  $50  tor  selt-emptving  rain  collector. 
Order  todav  :1  -800-678-3669  •  BW6610 

M  -  F  7  i.m  to  5.30  o.m  Pacific  Trme  •  FAX  1-5 10-670-0589 
ix  VISA  ■  Ax  55  tor  shrp£>:T£  O  resoe-is  aad  «les  ;ai 
Che-vex  wana-n  •  30-da>  rncnet-back^ua'aiiee 

) n  IS  IWIHIMS  3465  ft*o  Aw..  H«*».CA 94545 


NordicTrack's  Newest  Lnno\ation 
In  Total-Boch  Exercise 


NordicRow  TBX  gives  you  twice 
the  workout  of  many  exercise 
machines.  Unique  adjustability 
features  enable  you  to  personally 
tailor  y  our  workout  to  your  own 
strength  and  fitness  needs. 

NcxdicRovv^TBX 

FREE  \TDE0  &  Brochure 

1-800-468-4491  £h 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  paii 


•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-till 
feature 


Computers  Office  Equipment 


fdmflRYmflC 


INOUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

TANDY5  COMPUTERS 

Toll  Free  800-231 -3680 

2251 1  Katy  Fwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Office  Supplies  Equipment 


Why  have  over  25313  American  businesses  star! 
office  supplies  from  Wholesale  Supply  Com 


s  kwi  as  S69.99 

Disk.Bx/10 

4.95 

1"  Ring  Binder 

.92 

»  nocs-Dz. 

u 


because  we  offer  more  for  a  whole  lot  les  ) 
WHOUj&lLE 


Call  now  for  a  free  catal 

1-800-962-9 

Ad  Code  0085 


Retirement  Living 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites  in 
one  of  North  Carolina's  finest 
masterplanned  communities.  Only 
S'C  ?'X  .'.  :*~e'-ass  s'.ec  '-a-:- 
ing  available.  Free  color  literature. 

1-800-768-7358 


Capital  Available 


WE  HELP  FUND  (T  .  .  . 
YOU  RUN  fT  . .  . 

•  Alternative  venture  funding 

•  $100,000  to  S1  5,000,000 

*  Early  stage  ventures 

*  Expansion  capital 
"  Aquisitions 

VENTURE  PARTNERS 
INTERNATIONAL 
1-800-S88-4993 
880  Front  St.  #749.  Lahaina,  HI 


Financial  Services 


FEDERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
Fcr  Free  De:a  s 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
ak:  -:s  :'  a  '.  •  5E 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very 
famous  names- 
which  I  believe  could 
"take  a  bath."  I'll  rush  u«dtiu  Twar 
you  the  Performance  MARTINZWEIG 
Ratings  (S45  value)  as  a  bonus  with 
your  subscription  to  7ne  Zweig  Fore- 
cast. Time  is  crucial. 

~"ee-\'z*:~  ~-a 

Z~e  a- S26:  . 

1-800-535-9649  Ext.  9024. 
THE  ZWEIG  FORECAST 
P.O.  Box  2900.  Wantagh.  NY  11793-0926 


Business  Sof 


ATTENTION  M 
SAVE  POST 

3arMa«er  Software 
: :  :~'.E~  :=  :oce  ,s  -c 
::_D.:e-=  =-  =  :•  -:e-s 
:-.=—::  -  s:-  ::  :>:;• 

.EMUR  ASSOCIATES 
9.0.  Box  17666 
Rochester.  NY  14617-06 


Books  Vide 


THE  UNIX  IN 

Sett  book  provides  integrated 
technology  and  market  from  be 
and  cvesmea  perspective.  Ex 
who  sets  them,  who's  suppryii 
using  it  and  why.  architecture  a 
SI'-  -5  -  $•  Si 
At  major  bookstores  or  from 
Sciences,  Inc..  P.O.  Box  82-11 
02181.  1-800-343-4848.  Fax  1-6 
cretin  caros. 


Business  Sei 


RESEARCH  Rl 

V 


Custom-written  re 
ESM 


Toll  Free  Hotline  IV. 

(California:  213-4 


AT&T  LONG  DIT 

27%  Disccl 

=ree  Applic 
No  Monthly  C 
800-327-7982 
Wm  Halle.  Sales 

306  W  3rd  Ave  .  C-.eyei 


Business  Oppc 


z>^z>  zaic  s:-; ; 
:■_=  "rises  ';-=  =  ; 
NO  BROKERAGE 
Se~c  S36  for  3  mos.  Til 
can],  fa  further  infoi 
business  for  sale;  cal  1 1 
BUSINESS  OPPORTI.1 
5  -=.•■  i.e-^e  -----i" 
Fax:  516-427-1 


FOR  AD  RATES 
sID  INFORMATION 

PHONE: 
(312)337-3090 
OR  WRITE: 


Ml  BUSINESS  r%WEEK 

Marketplace 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Corporate  Gifts 


HANG  YOUR  GOLF 
ALLS  ON  THE  WALL 

A  gift  for  your  favorite 
golfer.  Golfers  all  over  the 
world  collect  and  save  golf 
balls  as  mementos.  Display 
precious  souvenirs  in  an 
exquisitely  crafted  lucite 
showcase.  Holds  30  balls. 


Made  in  USA. 


it 
int' 

w  4 
lucl 


on 


/v$ 


29.95 


-6  wks  for  delivery.  Gift  mailing  available  anywhere  in  USA. 
No.  D 100 1.  Add  $4.00  P  &H.  CA  residents  add  sales  tax. 

major  credit  cards  accepted.  Call  Now!!! 

SSESS!;™8  1-800-437-8888 

'  National  Ave,  P.O.Box  5012,  Havward,  CA  94540-5012 


 Health/Fitness  

S.  Dental  Research  says,  You  have  a  75%  chance  of 
developing  gum  disease." 

LP  STOP  BLEEDING  AND 
JM  DISEASE  IN  30  DAYS! 

Woog  PerioSystem 

4-ln-1  Home  Professional 
)dontal  Sysfem  replaces: 


"The  Woog  System  helps  reduce  or  prevent 
gum  disease." 

-Dr.  J.H.  Manhold,  Journal  of  Periodontology 
Not  a  Monojet  like  WaterPik" 
17,000  micro-droplets  of  water  and  air  per 
second  safely  ease  away  loosened  plaque 
and  debris,  act  as  an  hydraulic  toothpick 
and  accelerate  circulation  in  gums. 

4)  IV^nfrHtfeSi-     Faster  and  Easier  than  Hand  Flossing 

4  custom  periodontal  attachments  and 
micro-fractionated  action  reach,  clean 
and  massage  ...  even  around  orthodon- 
tics, brass  or  chrome  bridges,  and  par- 
tial dentures!  Mouthwash  released 
precisely  by  a  dispenser. 


Switzerland  —  Revolutionary  Swiss 
logy  proven  by  160  university  clinical 
rldwide.  His  technology  prevents  and 
bleeding  and  gum  disease  in  less  than 
Plus  eliminates  most  plaque. 


'Over  100.000  PerioSystems  Sold 

Woog,  Ph.D.,  Toulouse  University.  In- 
f  the  first  electric  toothbrush  (1956), 
\  E.R.  Squibb  &  Sons  as  BR0X0DENT " 
68.  He  has  contributed  to  over  160 
'  papers. 

i  Mechanically  More  Powerful  than 
Interplak' 

Iraulically-powered  brush  removes 
hile  it  gently  and  effortlessly  massages 
rengthening  them,  helping  to  cut  back 
:ase  and  bleeding. 


PLUS  ...  30  DAY  RISK  FREE  TRIAL! 

Prove  to  yourself  how  easy  and  effective 
the  Woog  is  to  use.  take  advantage  of 
our  30  day  risk  free  trial  offer. 

Dr.  Woog  PerioSystem 

CCN  Inc.,  1  Research  Park,  Dept.  B175 
Chester.  CT  06412-1353.  or  call  Toll-Free 

1-800-677-5556 

(In  Canada  1-800-999-4744) 

You  will  receive  your  FREE  Dental  Gare 
Information  within  7  days. 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  tor  a  price  list  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BWllO,  119  N  11th  St.,  Greenpoint,  NY  11211 


Corporate  Gifts 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch. 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U.S. 
$16.50  along  with  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd.,  Suite  3 
Walnut,  CA91789 
Tel:  (714)  598-7299 
Attn:  Mr.  Yale 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS. . . 
EVERYDA  YLOW  PRICES  ON. . 


voui 

10G( 
HERE 


 CHOOSE  FROM 

HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 

THE  CORPORATE  CHOICE 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


H  A  BUSINESS  ft  WEEK 

Marketplace 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STRE 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-563 


II 


Corporate  Gifts 


Speak  X 
5  languages  V 


In  Your  Pocket 

Talking  Model  *UT-5  $165.00  -  NwvTalkins  Mood  *  UNT-5  $66 .00 

'  English  French,  German,  Kalian,  Spanish  (other  Languages  available 
'  Words  and  semances  fo*  Business,  Travel  Social,  Shopping,  and  Emergences 
'  Calculate* 
■  5  Cu/TencY  Conversions 
■  Oear  VoKe  and  Qear  Osplay 

Jtevei  7tAve£  Oh 
f-XOO-ggf-OZf? 


MULTI  LINGUAL  TRANSLATOR 

Polyglot 

Unicom 


*****  FREE  CATALOG 
CAROUSEL  HORSES 

Wooden-HandCarved  &  Painted 
by  European  Artisans 
Great  Investment  Potential 
Fantastic  Chnstmas  Gifts 
TOLL  FREE  1-8O0-743-4O81 
Fax  619-792-8982 
U  S  Wood  Carvers 
1 1 995  El  Camino  Real  #  1 02 
San  Diego,  CA  92130 


$39000inap 

For  all  types  of  bicycles. 
Perstnalization  FREE  with  mention  of  this  ad. 

Call  Bike  Pro  USA  at  1-800-338-7581 


Remington  Bronzes 

Now  available  to  collectors... 
Full  stzc  museum  qualify. 
Lost- wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  Remington 
FREE  COLOR  CA  TALOG 
MounUin  Man    HT:  29'  $695 

MUNYON  &  SONS 

1119Waverty  Hts.  Dr ,  Thousand  Oaks,  CA  91360 
FAX  1  805  496-7842, 
VISA'MC/AM  EX  1  800  289  2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


Menswear  Fashion 


TALL  &  BIG  MEN 


Call  or  send  for  our 
FREE  CATALOG 

•  PANTS  TO  72"  WAIST  &  40'  INSEAM 

•  SHOES  FROM  SIZE  12  TO  16EEE 

800-678-6123 

eN.rg  Sizes 

DEPT  2412  •  P.O.  BOX  9115 
HINGHAM  MA  02043 


MEN'S  WIDE  SHOES 


EE  EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellent  variety,  styling  and  quality 
Send  for  FREE  - 
CATALOG  .Mft9> 


The  Widest  Selection  ol  the  Widest  Slices  Anywhere1 
HITCHCOCK  SHOES,  INC 

Dept. 55 J  Hingham,  MA  02043 


Corporate  Gifts 


THE  CAMERON 
HIGHLANDERS* 


r«rF 

Our  miniature  white  metal  soldiers  are  individually 
handpainted  in  England  Approx  2"T  Please  specify 
vour  choice:  Drummers  and  Pipers,  each  $23  00 
(add  3  00  s&h).  Others,  each  $21  00  (add  3  00  s&h) 
1 1  Pieces  Regiment  $258.00  (add  7 .00  s&h) 
Catalog  Request  $5  00 


For  credit  card 
orders  please  call 
1-800-727-5551 
.Mail  your  check  or 
money  order  to: 


THE  COTTAGE  SHOP" 
81  Ruckman  Rd. 
Closter.  \|  07624 


Christmas  Items 


**  EASY  TREE m  ** 

7ft.  FRASER  FIR  Christmas  Tree 

Mounted  to  our  TRUSWID" 
Boxed,  shipped  UPS,  S&H  included 
2  MINUTE  NO  TOOLS  SET-UP 
Order....791B....$99.95 

.Add  810  WEST  of  Mississippi  River 
MC  VISA,  Check  ....Warranty  by. 

TWO  ELVES  FARM,  DJC. 

Rt.  1.  Bx  160,  Bakereville,  XC  28705 
800-42  ELVES:Fax  704-688-4050 


HealtJVFitness 


Health-Bidet!® 

Men  &  women  enjoy 
new  private  cleanliness 
with  our  modern  heated 
handheld  portable  unit. 
1000's  sold  in  Eurone-now  in  USA. 
Eases  discomforts,  feels  luxurious. 
You  will  be  very  pleased!  S129.95 

800  -876-6421  mc/visa 


yyii 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
is  fitness  togo' 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISON,  Wl  53715 


Newsletters  Periodicals 


NEW  PERSPECTIVES 

Thought  Provoking  Essays 
on  The  Critical  Issues  oi  Our  Time* 

No  editor  or  advertisers  to  please, 
simply  truth  for  its  own  sake1 
Published  Monthly 
Send  deck  or  money  order  tor  $25 
for  one  a  one  year  subscription  to: 
PRC/New  Perspectives, 
P  O  Bex  4452  Irvhe,  CaJ<.  92716 


Menswear  Fashion 


^INCORPORATE 

WVl  Ties 

1 1 50  pc  minimum: 

Gain  recognition  from 
neckties  customized 
with  company  logo 

Free  literature  upon  request 

Barnard  Maine  ltd. 

35  Mead  Ave.  •  Cos  Cob 
CT  0680"  •  I  .S.A. 
Dept.  BW  (203)869  3006 


Business  Service- 


The  Encyclopedia  of  Rn 
Retention  contains  overB 
records  listings  with  retenujj 
riods  and  identifies  vital  il 
and  records  that  could  beB 
filmed.  Records  listings  a 
ken  dowm  into  over  20  bill 
functions.  Contains  a  matt 
phabetical  index.  Price:  $■ 
Write:  The  Records  Mt 
ment  Group.  ManagemerQ 
sultants,  P.O.  Box  K 
Northfleld,  IL  60093. 


Education/Instruct! 


COLLEGE  DEGIE 

BACHELORS  •  MASTERS  •  DOC  - 


For  Work.  Life  and  a 
Experience  •  No  Civ 
Attendance  Rec  • 


Call  (800)  423! 

or  send  detailed  ■ 
tor  Free  Evalu;* 


Pacific  Western  I  niv«j 

600  N  Sepulveda  Blvd  ,  Dept.  I 
Los  Angeles  CA  90049  USj 


Collectibles 


JAPANESE  SWORDS  W 


WE  WILL  PAY  JAPANESE  PI 
TAIKEIDO  US 

23441  GOLDEN  SPRING 
DIAMOND  BAR,  CA 9176 
CALL  FOR  FREE  EVALUAT 
(714)  860-5137  •  1-900-747 


IT  PAYS  TO  ADVERTS 
IN  THE  BUSINESS  W 
MARKET-PLACE 


The  Business  Week  fvl 
Piace  Section  is  a  spec 
vertising  feature  appeal 
the  first  issue  of  each  n 
The  Market-Place  pre 
an  ideal  Showcase'  f( 
vertisers  wno  have  pre 
or  services  that  appt 
Business  Week's  morf 
62  million  respr 
readers. 


For  rates  and  information 


BUSINESSWEEK 
MARKET-PLACE 
100  East  Ohio  St..  Suite 
Chicago.  IL  60611 
or  call  (31 2)  337-309 
or  FAX  (312)  337-562 


Some  of  the  most  powerful 
weapons  in  the  war  on  drugs. 


What  do  paintbrushes, 
chairs,  roller  skates  and 
trash  bags  have  to  do  with 
fighting  drugs? 

We  use  them  in  "Just 
Say  No  "Clubs.  To  help  kids 
develop  the  skills  to  resist 
using  drugs. 

With  paintbrushes,  kids 
do  family 
portraits 

asaway 

'  IM  to  explore 
relationships. 
And  understand  the 
impact  drug  abuse  has  on  the 
entire  family. 

Through  discussion  groups 
and  role  playing,  kids  learn  how 
to  stand  up  to  the  pressures  to 
use  drugs.  And  how  to  teach 
others  to  do  the  same. 

Recreational  activities, 
everything  from  roller  skating  to 
hiking,  help  kids  develop  lasting 

©199(1  "Just  Say  No "  International 


friendships.  With  other  kids 
who  think  not  taking  drugs 
is  "cool." 

Service 
projects 
range  from 
cleaning  up 
parks  to  visiting  hospitals  and 
stress  the  importance  of  being 
responsible. 

In  all  these  ways,  kids  learn 
how  to  help  make  their  schools 
and  communities  drug  free. 

They  learn  how  to 
fight. .  .and  win  the  war  | 
on  drugs. 

For  your  near- 
est "Just  Say  No "  Club,  f 
call  1-800-258-2766  or  415-939-6666. 


Clubs 


Kids  building  a  world  without  drugs. 


ersonal  Business 


EDITED  BY  JOAN  WARNER 


The  Law 


WHEN  THE  SUBPOENA 
HAS  YOUR  NAME  ON  IT 


hen  Den- 
nis Le- 
vine  sus- 


pected that  the 
feds  had  arrived  at 
his  office  to  slap 
him  with  a  subpoe- 
na, the  Drexel 
Burnham  Lambert 
investment  banker 
slipped  out,  dashed 
home,  and  hopped 
into  his  BMW:  For 
hours,  he  circled 
Manhattan  hoping 
to  outrun  his  pur- 
suers. While  driv- 
ing around,  he 
learned  from  a 
news  story  that  the 
government  had 
charged  him  with 
insider  trading. 

Levine  had  some- 
thing to  hide,  of 
course.  And  once 
he  "faced  reality," 
he  says,  he  pleaded 
guilty  in  1986  and 
landed  in  jail.  But 
many  business  peo- 
ple served  with 
subpoenas  are  not 
even  suspected  of 
wrongdoing.  Rath- 
er, they  are  being 
sought  as  witness- 
es or  to  supply  doc- 
uments in  civil  or 
regulatory  cases. 
Often,  the  govern- 
ment is  gathering 
such  data  to  assess 
whether  a  wrong 
has  been  commit- 
ted and  by  whom.  Assuming 
you  did  nothing  illegal,  if  you 
stay  calm,  avoid  common  mis- 
takes, and  hook  up  with  a 
skilled  attorney,  you'll  likely 
get  through  the  situation  un- 
scathed. 

You  should  prepare  for  a 
subpoena  as  soon  as  you 
learn  of  an  investigation  that 
could  sweep  you  in.  In  the 


expect  a 
to  be  extr 
to  keep  re< 
even  files 
normally 
card.  Un< 
corporate 
ing  guideli  ■ 
ishment  ca 
hanced 
"negligent 
to  preserv 
ments,  she 
Destroy] 
ords.  mc 
creates  a 
prosecutor 
charge  yc 
obstruction 
tice.  Or  th( 
use  the  act 
dence  of 
sciousness 
guilt,"  says 
Stanley  A 
partner  at 


wake  of  such  scandals  as  Sal- 
omon Brothers  and  Bank  of 
Credit  &  Commerce  Interna- 
tional, scores  of  bankers, 
traders,  and  others  are  get- 
ting subpoenas  from  all  kinds 
of  governmental  authorities. 
Subpoenas  require  recipients 
to  testify  before  legal  bodies 
or  to  turn  over  files. 

Rule  No.  1:  Stav  on  vour 


best  behavior,  says  Whitney 
Adams,  a  former  Justice 
Dept.  prosecutor  who  special- 
izes in  white-collar  criminal 
defense.  "Recognize  that  your 
conduct,  even  after  the  event 
in  question,  will  be  put  under 
a  microscope,"  she  says. 

That  means  resist  the  temp- 
tation to  houseclean.  In  fact, 
Adams  advises  managers  who 


bourne  &  F 
The  safe: 
egy  is  to  hir 
yer.  "Many 
assume  tr 
cause  you 
lawyer,  it's 
mission  ol 
But  if  yoi 
you  could 
things  the 
way,"  says 
L.  Pitt,  "a 
Securities 
change  Com 
general  com 
Don't  just 
big  name  oi 
one  with 
ence.  It's  just  as  key 
someone  you  can  tru 
someone  who  care 
your  case  no  matte 
small.  Start  by  in  ten 
attorneys,  Pitt  says. 
DON'T  pry.  Try  to 
well-informed  as 
about  the  govern 
probe.  But  leave  the 
fact-finding  to  your  at 
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PERSONA 


e,  you  might  unwit- 
f  something  to  prose- 
r  others  that  later 

used  against  you. 

f,  defense  lawyers 
act  prosecutors  and 
■m  directly  what 
robing  and  how  you 
,  if  at  all. 

awyers  will  even  vol- 
deir  clients'  coopera- 
•der  to  convince  pros- 
that  no  crime  exists 
they  suspect  the 
erson.  If  successful, 
!  can  head  off  a  sub- 
d  even  an  indictment, 
claim. 

do  get  a  subpoena, 
from  contacting  oth- 
the  same  situation, 
y  be  cooperating  with 
;mment  and  tape-re- 
conversations  that 
•  misconstrued.  Also, 
ifiding  in  friends.  De- 
ir  loyalty,  they  can  be 
d  appear  in  court  on 
jrnment's  behalf.  One 
recalls  a  client  who 


SOME  SMART  MOVES  TO  MAKE 


Getting  subpoenaed  can  be  a  harrowing  experience.  You 
may  be  ordered  to  turn  over  documents  to  a  regulatory  or 
law  enforcement  agency  or  testify  in  court.  Here's  how  to 
make  the  process  easier: 

Take  extra  precautions  to  hold  on  to  documents  to  prevent 
possible  obstruction-of-justice  charges 
Hire  an  experienced  attorney  who  cares  about  your 
case — no  matter  how  small — and  one  whom  you  can  trust 
Consider  volunteering  data  to  guide  prosecutors  in  the 
right  direction 

Tell  your  boss  about  the  subpoena  if  it  is  job-related 


got  drunk  and  confessed  "his 
story"  to  his  best  friend — 
whom  the  feds  subpoenaed. 
Says  the  lawyer:  "There  was 
nothing  the  friend  could  do." 
tell  your  boss.  Keeping 
completely  mum  isn't  advis- 
able when  the  subpoena  is 
job-related.  It's  best  to  tell 


your  employer  immediately. 
Some  companies,  including  se- 
curities firms,  have  policies 
that  require  the  disclosure  of 
subpoenas,  and  failure  to  do 
so  could  result  in  disciplinary 
action. 

Still,  it's  risky  to  bare  your 
soul  to  the  company's  attor- 


neys. While  conversations 
with  in-house  lawyers  are 
deemed  confidential  under  the 
attorney-client  privilege,  the 
privilege  belongs  to  the  em- 
ployer, not  you.  And  the  com- 
pany is  free  to  waive  it. 

If  the  subpoena  is  part  of  a 
high-profile  case  or  the  sub- 
ject of  ongoing  press  atten- 
tion, you  or  your  lawyer 
should  consider  talking  to  the 
press.  "In  the  minds  of  the 
reading  public,  the  getting  of 
a  subpoena  means  that  you're 
guilty,"  says  one  public-rela- 
tions expert.  Presenting  your 
side  will  help  put  the  event  in 
perspective.  You  can  also  em- 
phasize to  reporters  that  you 
haven't  been  convicted  of  any 
misdeeds. 

Getting  subpoenaed  will 
never  be  pleasant.  But  keep- 
ing informed  and  dealing  with 
the  facts  will  help  smooth  the 
process.  Panicking  and  flee- 
ing was  just  one  more  way  in 
which  Dennis  Levine  set  a 
poor  example.     Michele  Galen 


Leisure 


JOHNNY,  GO 

ND  PICK  A  GUITAR 


you're  hankering  to 
ay  an  acoustic  guitar 
jain?  Are  you  in  for  a 
>ack  when  you  formed 
st  E  chord,  the  only 
you  needed  to  know 
uild,  Martin,  and  Gib- 
three  great  American 
c-guitar  companies, 
.ys,  a  reasonably  well- 
guitar  store  will  also 
names  such  as  Taylor, 
-Yairi,  Lowden,  and 
nore.  Where  to  begin? 
decide  what  you  can 
For  $250  to  $300,  you 
d  a  decent  Korean- 
eginner's  model  from 
Musical  Instruments, 
.nces  are  it  will  sound 
I  trebly,  because  gui- 
ies  at  this  price  level 
le  entirely  of  laminate, 
ood,  which  doesn't  vi- 
s  freely  or  evenly  as 
)od. 

>u  can  pay  $600  to 
you'll  find  plenty  of 
uitars  with  solid  tops 


(usually  spruce)  and  laminate 
sides.  A  solid  top  makes  a  big 
difference,  because  the  top 
produces  most  of  the  instru- 
ment's sound.  Alvarez- Yairi, 
a  Japanese  manufacturer, 
makes  a  wide  range  of  good- 
looking,  easy-playing  guitars 
in  this  price  range. 
stars.  Above  $1,000  you'll 
find  guitars  with  solid  wood 
bodies  that,  properly  cared 
for,  will  only  sound  better 
with  age.  This  is  the  realm  of 
the  Big  Three  and  challengers 
such  as  Taylor  Guitars,  the 
acoustic  of  choice  for  Bonnie 
Raitt,  Bruce  Springsteen,  and 
Prince.  Be  forewarned:  You 
may  spring  for  one  of  these 
babies  even  if  you  planned  to 
spend  less.  "Solid  wood  gui- 
tars sell  themselves,"  says 
John  Salvaggio  of  Rudy's  Mu- 
sic Stop  in  New  York.  "They 
just  sound  better." 

Now  think  about  your  play- 
ing style.  If  you  use  a  pick, 
you  don't  want  a  Lowden,  a 


guitar  that  lacks  a  pickguard 
to  protect  the  wood  below  the 
soundhole.  Do  you  play  fin- 
ger-style? Then  skip  the  jum- 
bo models  that  are  a  chore  to 
get  your  arms  around. 

Even  famous  craftsmen 
have  bad  days.  Check  the  in- 
strument's bridge  and  the 
area  where  the  neck  joins  the 
body.  If  you  see  bubbles,  rip- 


ples, or  discolorations,  move 
on.  They  may  mean  some- 
thing is  wrong  with  the  way 
the  neck  or  bridge  has  been 
glued  to  the  body. 

The  real  test  is  sound.  Does 
the  high  end  ring  out?  Does 
the  bass  boom?  Set  the  guitar 
aside,  and  play  a  few  more. 
That  first  one  still  sounds  the 
best?  Then  what  are  you  wait- 
ing for?      Harris  Collingwood 
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DATA  BASES 
FOR  DOCTORS 
—AND  YOU 


For  18  months,  Susan  Cor- 
ning watched  helplessly 
as  a  rare  form  of  cancer 
kept  her  elderly  father  house- 
bound. Then,  the  Palo  Alto 
(Calif.)  management  consul- 
tant spent  $89  on  a  computer 
search  of  the  type  doctors  use 
to  find  the  latest  medical 
data.  Through  a  reference  to 
an  obscure  journal,  Corning 
found  a  University  of  Califor- 
nia doctor  experimenting  suc- 
cessfully with  a  new  drug. 
Within  weeks,  she  had  ar- 
ranged for  her  father  to  get 
the  medication.  Now,  he  has 
resumed  an  active  lifestyle 
that  includes  skiing  and  golf. 

Until  recently,  only  medical 
professionals  and  skilled  com- 
puter users  could  tap  into 
such  data  bases.  But  new  in- 


dustries have 
sprung  up,  giving 
consumers  access  to 
the  same  informa- 
tion. Dozens  of  pub- 
lic and  health- 
resource  libraries, 
clinics,  and  hospitals 
nationwide  have  be- 
gun installing  the 
Health  Reference 
Center,  a  hardware 
system  made  by  In- 
formation Access  in 
Foster  City,  Calif. 
The  system  gives 
consumers  free  use 
of  a  PC  to  locate  and 
print  out  disease- 
specific  articles. 

Or,  for  a  fee,  a 
number  of  organiza- 
tions will  run  com- 
puter searches  on  a 
medical  topic  and  supply  the 
results.  Corning  used  Medical 
Information  Service,  operated 
by  the  nonprofit  Palo  Alto 
Medical  Foundation  (800  999- 
1999).  Within  24  hours  after  a 
search  request,  MIS  ships  a 
bound  report  that  includes  up 
to  200  references  and  ab- 


stracts on  a  spe- 
cific disease  and  a  directory 
of  support  organizations.  MIS 
gets  a  flat  fee  of  $89  per 
search,  charging  extra  for  ac- 
tual copies  of  abstracted  arti- 
cles. Other  vendors  include 
AIC  Services  in  Ann  Arbor, 
Mich.  (313  996-5553),  which 
charges  $150  to  $300,  depend- 


ing >i 
topiqj 
how 
searcl 
liveredm 
AmericBi 
nection  Jp 
ford,  Cc  L 
359-9359)  I 
costs  $ 
$500  for 
haustive 
that  can  ta 
five  days  t  gjj 
Not  surf  I 
the  Americ;  I 
cal  Assn.  is  I 
about  the  n  I 
;  iL  *    vices,  express  I 
V^wf    cern  that  pati(  I 
substitute  ase  I 
critical  medic  K 
But  some  physicians  H 
ward  to  having  well-< 
consumers  of  their  se 
Don't  expect  insur 
pick  up  the  tab  for 
which  can  run  as 
$1,500.  And  be  spec^ 
questing  data  on  the 
gies,  or  fatigue  is 
generate  information 
eral  to  help.  AUl 


As  interest  rates  continue 
their  downward  course, 
stocks  with  high  dividends 
gain  renewed  appeal.  For 
those  leery  of  betting  on  in- 
dividual stocks,  equity-in- 
come mutual  funds  are  a 
good  alternative. 

In  their  quest  for  both  cur- 
rent income  and  capital  ap- 
preciation, the  funds  mix 
bonds  with  stocks  that  have 
yields  above  the  S&P  500  av- 
erage. The  strategy  pays  off: 
Most  funds  have  yields  well 
above  the  S&P  500  average, 
now  at  3.2%.  And  over  10 
years,  the  fund  group  re- 
turned almost  15%. 
purist.  These  hybrids  won't 
gain  as  much  as  pure  equity 
funds  in  a  rising  stock  mar- 
ket, but  their  focus  on  big 
blue  chips  mutes  their  fall  in 
a  correction.  And  while  lock- 
ing in  long-term  bond  yields 
may  seem  prudent  today,  "if 
interest  rates  go  up  1%,  long- 
term  bond-fund  prices  can  go 
down  as  much  as  8%  to 
10%,"  says  Kurt  Brouwer, 
president  of  Brouwer  &  Jan- 
achowski,  a  San  Francisco- 


Smart  Money 

THESE  HYBRID  FUNDS 
PUT  THE  ACCENT  ON  YIELD 


based  investment  advisory 
firm. 

Vanguard's  no-load  Equity 
Income  fund  takes  a  purist 
approach.  Income-producing 
stocks  make  up  almost  100% 


with  above-market  yields. 
The  two  largest  holdings: 
IBM  and  Pacific  Corp.  The 
fund  had  a  total  return  of 
12.3%  over  three  years.  Its 
current  yield  is  6.39%. 


THE  REWARDS  OF  AN  EQUITY-INCOME  MIX 


Fund  name 

Total  return 

1-Year* 

5-Year 

10-Year 

FINANCIAL  INDUSTRIAL  INCOME  | 

36.55% 

15.29% 

19.40% 

KIDDER  PEABODY  EQUITY-INCOME 

35.39 

11.72 

NA 

UNITED  INCOME 

25.44 

13.59 

19.55 

LINDNER  DIVIDEND  f 

14.71 

9.47 

17.25 

GROUP  AVERAGE  (50  funds) 

21.30 

9.45 

14.85 

NA  =  Not  available    *  Period  ending  8/31 /91    t  No-load  funds  DATA: 

WORNINGSTAR  INC 

of  the  fund's  holdings.  Port- 
folio manager  Roger  Newell 
sifts  through  300  companies 
that  have  at  least  $1  billion 
in  assets,  a  long  record  of 
paying  dividends,  and  stocks 


A  consistently  strong  per- 
former with  a  more  flexible 
approach  is  Invesco's  Finan- 
cial Industrial  Income  fund. 
The  no-load  fund  invests 
about  a  third  of  its  $1.1  bil- 


lion in  bonds  and  cas 
manager  John  Kawes 
that  defensive  strate 
him  be  aggressive  in 
of  the  fund,  which 
on  health  care  and  fi| 
stocks.  The  fund's 
yield  is  3.11%. 

Another  time-hono: 
load  fund  is  Lindne 
dend,  which  falls  into  I 
egory  only  if  you 
preferred  stock.  Po 
manager  Eric  Ry 
strategy  of  buying  d 
ible  preferred  stocks  L 
recent  9%  increase 
fund's  dividend,  to  j 
quarter  of  the  fund' 
million  in  assets  is  i; 
bonds,  but  Ryback  s; 
has  had  only  one  defai 
that  he  holds  the  bo 
maturity.  A  few  of  h 
ferred  stock  picks:  Se 
tainers,  Cyprus  Mil 
and  KeyCorp. 

The  minimum  inve: 
in  a  fund  is  usually  ; 
$2,000.  Many  funds  ai 
of  sales  charges,  but 
carry  loads  of  as  mi 
8.5%.  Suzanne  \ 
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SOLAR  ENERGY'S 
NEW  PLACE  IN  THE  SUN 


Solar  energy  is  making  a 
comeback.  After  a  brief 
heyday  in  the  energy- 
starved  1970s,  solar's  pros- 
pects dimmed  in  the  past  de- 
cade as  the  U.  S.  loosened 
restrictions  on  foreign  oil  and 
energy  prices  dropped. 
But  the  gulf  war  re- 
minded Americans  of 
their  dependence  on 
foreign  oil  and  their 
own  limited  supply  of 
fossil  fuels.  The  result: 
Solar  is  hot  again. 

MORE  RELIABLE.  Much 

of  the  credit  goes  to 
improved  technologies 
that  have  made  solar 
equipment  for  existing 
homes  more  afford- 
able and  reliable  than 
ever  before.  Solar  can 
be  used  for  everything 
from  illuminating  your 
deck  to  heating  your 
water,  says  Scott 
Sklar,  executive  direc- 
tor of  the  Solar  Ener- 
gy Industries  Assn. 
and  co-author  of  Con- 
sumer Guide  to  Solar 
Energy  (table). 

Solar  is  often  as  economical 
as  it  is  good  for  the  environ- 
ment. Aside  from  lower  utility 
bills,  almost  half  of  the  states 
offer  tax  breaks  and  other  fi- 
nancial incentives  for  using 
solar  power.  And  many  over- 
burdened local  utilities  will 
kick  in  onetime  rebates  when 
you  install  solar  equipment. 

Solar  water  heaters  are  by 
far  the  most  popular  solar- 
powered  home  appliances. 
Roughly  1.5  million  homes 
use  them,  and  it's  easy  to  see 
why.  A  quarter  of  the  energy 
costs  for  a  typical  single-fam- 
ily home  go  toward  heating 
water.  Solar  water-heating 
systems,  by  contrast,  pay  for 


themselves  in  about  five 
years.  After  that,  heating  wa- 
ter is  free  for  the  life  of  the 
system — usually  about  15 
more  years.  Expect  to  pay 
$2,200 'to  $4,000  to  equip  a 
typical  four-person  household. 


that  gets  ample  sunlight. 

Today's  water  systems  of- 
fer bigger,  better-insulated 
tanks  with  several  days' 
worth  of  capacity,  so  even 
people  in  northern  states  can 
make  the  most  of  their  limited 
winter  sunlight.  But  water 
that  runs  through  solar  collec- 
tors can  freeze,  so  you  must 
be  sure  your  system  has  ade- 
quate drainage  or  other  anti- 
freeze systems.  And  check 
with  your  insurance  company 
to  make  sure  vou're  covered 


SOURCES  ON  SOLARIZING 

►  SOLAR  ENERGY  INDUSTRIES  ASSN.    Write  777  N.  Capitol 
St.  NE,  Suite  805,  Washington,  D.C.  20002 

Call  202  408-0660 

►  CONSERVATION  &  RENEWABLE  ENERGY  INQUIRY  &  REFERRAL 
SERVICE    Call  800  523-2929 

►  CONSUMER  GUIDE  TO  SOLAR  ENERGY  {$9.95  plus  shipping) 
Call  Bonus  Books,  800  225-3775 


For  maximum  efficiency, 
solar  collectors  should  face 
south  in  an  area  that  receives 
direct  sunlight  from  9:00  a.m 
to  3:00  p.m.  on  clear  days.  If 
your  roof  is  shady,  collectors 
can  be  installed  near  your 
house  on  a  patch  of  ground 


for  damage  from  freezing. 

Solar  water-heater  dealers, 
listed  in  the  yellow  pages,  can 
tell  you  which  system  is  right 
for  your  house.  Before  you 
buy,  make  sure  the  equipment 
has  been  rated  for  efficiency 
and  quality  by  the  nonprofit 


Solar  Rating  &  Certifl 
Corp.  Also,  check  tr 
equipment  has  been  tt 
your  area.  An  efficie 
tern  in  Texas  may  no 
well  in  Maine. 

AUTUMN  SWIM.  If  you 

pool,  a  solar  water  hea 
extend  your  swimming 
for  months.  For  the 
pool,  installation  runs 
$4,000.  While  this  is  fa 
er  than  the  $300  to 
you'd  pay  for  a  conv< 
swimming-pool  heati 
savings  you'll 
your  energy 
should  recoup  t 
in  three  years. 

You  can  also 
sun  to  genera' 
tricity.  Photo 
cells,  first  u 
space  in  the 
have  come  d( 
earth  in  both 
tions  and  price 
thin  silicon 
turn  the  sun 
into  electrons 
are  then  co 
into  electric  cu 

The  most 
home  use  is  fH 
door  lighting  or| 
walkways,  andl 
numbers.  Man! 
outdoor  lights  Bs 
cells  on  top  c 
unit.  Stake  th 
into  the  ground  whe: 
light  hits  during  the  d 
you  will  have  hours  of 
night.  More  elaborate 
and-patio  systems  use 
collector  to  power  a  g 
lights.  Outdoor  lightii 
terns  range  in  pric< 
about  $120  for  a  s  : 
lamp  to  $500  for  a  fo 
deck  system. 

Going  completely  s  sj 
still  out  of  the  quest 
most  existing  homes, 
next  time  your  water!-; 
goes  on  the  blink  or 
cide  you'd  like  to 
backyard  at  night,  it  n 
to  harness  the  most  p#  ;: 
energy  source  aroui 
sun.  Watty 


1 


Worth  Noting 


■  capital  tool.  From  the 
publishers  of  National  Jour- 
nal magazine  comes  the  lat- 


est edition  of  The  Almanac 
of  American  Politics  1992. 
At  1,519  pages,  this  may  be 
the  most  complete  guide  to 
policvmaking  around.  Call 
800  356-4838  to  order:  $56.95 


hardbound,  $44.95  softcover. 
■  money  ware.  Software 
makers  are  going  head-to- 
head  with  bookkeeping  pro- 
grams. Microsoft's  new  Mon- 
ey program  ($69.95)  works  in 


the  Windows  operatin 
tem  and  competes  wi 
popular  Quicken.  Quid 
veloper  Intuit  is  about 
lease  new  versions  f< 
and  Windows  at  $69.9; 
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A  Great  Deal  for  Business  Week  Readers. . . 


Choose 
Any 


4 


books 

for 

only 


$A97 


'4 


and 
get  a 


5  th  book 

FREE 


022549 
$17.95 
Sottcover 


IN 

DfS 


032236 
$19  95 


TVS&TMPSVMBI 

saurK 

ft  HOW 


IN$IDE 
JOB 


I." 


10026 
$19.95 


Marketing 
Research 


Here's  What  the  Experts  Say  .  .  . 

"The  Business  Week 
Book  Club  is  the  best 
source  for  busy 
executives  to  find 
tactics  and  strategies 
which  will  position 
them  for  success — 
at  discounted  prices. 
— Al  Ries 
and  Jack  Trout 


'90P 
4.95 
Icover 


30059 
$21.95 


Sit 


Learn  DOS 
Guaranteed! 


30054P 
$12.95 
Sottcover 


3331P 
$14.95 
Sottcover 


4002 
$19.95 


fli!  NFH 

l*WAIIII\  i\ 

j>m*i[mm. 


4007 
$26.50 


585738 
$21  95 


HOW  TO 
START  AND 
OPERATE A 
MAIL-ORDER 
BUSINESS 

15043 

057531 

$39  95 

$44.95 

Counts  as  2 

Counts  as  2 

uality  Books,  Dependable  Service 

Business  Week  Book  Club  member,  you'll  save  up  to  50%  off  the 

>her's  prices  on  a  wide  selection  of  quality  books  carefully  chosen  to  meet 
needs.  Every  3  or  4  weeks,  members  receive  the  Club  bulletin,  together 
i  dated  Reply  Card.  If  you  want  the  Main  Selection,  do  nothing— it  will  be 
ed  to  you  automatically.  If  you  want  another  selection,  or  no  book  at  all, 
:dicate  your  choice  on  the  Reply  Card  and  return  it  by  the  date  specified, 
always  have  at  least  1 0  full  days  to  decide.  If  the  Club  Bulletin  aver  arrives 
nd  you  receive  a  Main  Selection  you  don't  want,  return  it  for  credit  at  our 
ise. 

avings  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  every 
you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan,  which 
;  you  savings  of  up  to  80%  off  the  publisher's  price. 

Terms.  Your  only  obligation  is  to  buy  two  more  books  at  regular  Club  prices 
3  your  first  12  months  of  membership,  after  which  you  enjoy  the  benefits 
mbership  with  no  further  obligation. 

'  Guarantee. . .  If,  because  of  late  delivery  of  the  bulletin,  you  receive 
ain  Selection  you  don't  want  you  can  always  return  it  at  our  expense, 
ict,  if  any  selection  ever  fails  to  meet  your  expectations,  you  can  return 
r  a  complete  refund ...  no  questions  asked. 


Blue  Ridge  Summit,  PA  17294-0795 
I    I  YES!  Rush  me  the  following  titles,  billing  me  just  $4  97  (plus  shipping/handling 
&  tax,)  and  enroll  me  as  a  member  of  the  Business  Week  Book  Club. 

Note:  Any  Counts  as  2'  title  may  be  chosen  instead  of  2  single  selections. 

Code  #  of  my  4  books  for  $4.97 


Code  #  of  my  FREE  book 

I  agree  to  purchase  just  two  more  selections  during  my  first  year  of  membership 
as  outlined  under  the  Club  plan  described  in  this  ad.  A  shipping/handling  charge, 
and  local  tax  is  added  to  each  shipment.  Membership  in  the  Club  may  be 
cancelled  by  the  Club  or  me  any  time  after  the  two  book  purchase  has  been 
fulfilled. 


Name. 


Initial  Here . 


Address/Apt  #  

City/State/Zip   

All  books  hardcover  unless  otherwise  noted  Publishers'  prices  shown  Ofler  valid  lor  new  members  only, 
subject  to  acceptance  by  McGraw-Hill  Foreign  customers  must  remit  in  U  S  funds  drawn  on  US  banks, 
subject  to  special  conditions  9BR091* 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

11                                  Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back  . .by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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WHEN  THE  BONDS 

Of  LOYALTY  ARE  BROKEN 


Corporate  America's  workplace  is  undergoing  tumul- 
tuous change.  Every  week  brings  news  of  yet  anoth- 
er corporation  cutting  10%  of  its  work  force.  Most  of 
the  layoffs  are  taking  place  in  the  service  sector,  and  most 
are  of  white-collar  employees.  The  traditional  corporate  ca- 
reer, which  was  once  the  cornerstone  of  American  middle- 
class  life,  is  rapidly  disappearing.  The  long  climb  up  the  lad- 
der by  the  Organization  Man  of  the  1950s  is  being  replaced 
by  the  job-hopping  managers  and  freelance  professionals 
of  the  1990s  (page  94). 

This  breakdown  in  the  bonds  of  employment  is  generating 
intense  ill  will  on  both  sides.  Employees  who  have  given  or- 
ganizations their  loyalty  and  their  best  efforts  feel  betrayed 
when  they  are  fired  for  financial  reasons  beyond  their  con- 
trol. Employers,  in  turn,  feel  their  work  force  no  longer 
shows  much  loyalty  to  the  organizations  that  have  hired 
them. 

Powerful  forces  of  global  competition  and  corporate  con- 
solidation are  behind  the  drive  of  U.  S.  companies  to  slash 
their  costs  and  become  more  efficient.  Yet  neither  Japanese 
nor  European  economic  rivals  are  playing  by  the  same  cut- 
throat rules.  They,  too,  are  striving  for  increased  produc- 
tivity, but  not  at  the  expense  of  their  human  capital.  Most 
retain  the  lifelong  loyalty  and  commitment  of  their  employ- 
ees. American  companies  will  have  to  find  new  ways  to 
motivate  their  employees  to  collaborate  for  long-term  com- 
petitiveness. 

A  first  step  might  be  to  acknowledge  that  if  U.  S.  com- 
panies can't  or  won't  guarantee  employment,  they  should  at 
least  guarantee  employability.  In  the  new  world  of  work,  the 
best  companies  are  offering  men  and  women  the  ability  to 
increase  their  portfolio  of  skills,  experiences,  and  reputation, 
which  provide  marketable  skills  if  they  are  laid  off.  That 
means  offering  top-notch  training  and  giving  visible  re- 
wards to  individuals  for  jobs  well  done.  A  second  step  is  to 
help  people  plan  for  an  early  departure  from  the  corporate 
nest.  Making  pensions  portable  is  an  extremely  important 
step.  So  is  helping  people  plan  for  buying  their  own  health, 
disability,  and  life  insurance.  Finally,  companies  might  con- 
sider the  unthinkable— permitting  employees  to  moonlight  in 
order  to  develop  the  kinds  of  entrepreneurial  skills,  self-con- 
fidence, and  direct  contacts  with  customers  needed  to  begin 
their  own  businesses  if  the  day  of  reckoning  comes. 


ISRAEL  MUST  SET 
ITS  ECONOMY  FREE 


i 


the  trade  union  federation,  which  together  with  t 
ernment  owns  more  than  200  businesses.  Efforts  to  pi 
the  state-run  businesses  have  so  far  been  half-heart* 
only  a  few  have  been  sold  off. 

Jerusalem  is  asking  the  U.  S.  to  guarantee  $10 
worth  of  Israeli  borrowing  abroad  to  help  settle  up  t< 
lion  Soviet  Jewish  immigrants.  Right  now,  attentio 
cused  on  whether  they  and  others  should  be  alio 
settle  on  the  Israeli-occupied  West  Bank.  But  the 
economic  issue  as  well. 

The  money  could  help  Israel  create  a  more  dynam: 
omy  that,  in  turn,  would  be  able  to  repay  the  loai 
only  if  Israel  taps  the  immigrants'  full  productive  po 
To  do  so,  it  will  have  to  create  hundreds  of  thous; 
jobs  and  open  up  new  entrepreneurial  opportunities, 
likely  to  happen  only  if  Israel  elects  to  take  decisive 
which  it  has  shunned  up  to  now,  to  reform  its  stat 
nated  economy  and  attract  more  foreign  investors 

By  itself,  Jerusalem's  fragile  ruling  coalition  see 
willing  to  take  painful  steps  to  free  the  economy.  Th 
as  Israel's  chief  backer,  should  use  its  leverage  t 
both  the  government  and  the  opposition  to  support 
reforms.  Israel's  supporters  in  the  U.  S.  should  do 
With  an  unfettered  economy,  Israel  can  become  a  i 
not  just  a  refuge,  for  immigrants. 


WE'RE  FOR  A  UNIVERSAL 
HEALTH  CARE  SYSTEM 


At  a  time  when  even  former  Soviet-bloc  countries 
are  embracing  the  free  market,  Israel's  economy 
remains  hobbled  by  money-losing  state  industries,  a 
monolithic  labor  union,  heavy  regulation,  protectionism,  and 
subsidies  (page  48).  Three  of  four  Israeli  workers  belong  to 


The  debate  about  health  care  is  more  than  a  que 
whether  the  marketplace  or  government  shoul 
the  kind  of  care  people  receive.  It's  also  aboi 
kind  of  nation  we  want  to  be.  There  are  30  million  p 
the  U.  S.  who  are  uncovered  by  any  health  plan 
many  Americans  can  afford  the  best  health  care 
world.  The  lack  of  equal  access  to  health  care  is  ur 
able.  A  broad  health  care  plan  that  assures  all  Amer 
adequate  access  would  be  a  powerful  unifying  force 
verse  society. 

The  BUSINESS  WEEK  proposal  (page  58),  a  variatior 
"managed  competition"  theme  first  advanced  by  S 
University's  Alain  C.  Enthoven,  would  salve  some 
wounds  created  by  our  society's  yawning  inequalit 
come  distribution.  It  would  make  sure  that  everyone 
cess  to  quality  health  care,  that  no  one  is  allowec 
through  the  cracks.  Managed  competition  holds 
promise  of  preseiMng  the  best  of  a  market  econo 
government  guidance.  It  would  rely  on  the  market  1 
vide  some  choice  to  consumers  while  letting  the  gov<l 
set  standards  of  care.  It  would  enhance  competil 
equipping  insurance  buyers,  especially  small  busl 
with  the  clout  to  bargain  effectively  with  medical  pi  I 
to  keep  health  care  costs  down.  Virtually  every  ol 
dustrialized  country  has  some  form  of  universal  h(j 
surance.  Why  not  us? 

Pressure  for  reform  is  growing  daily.  The  public  •. 
Business  wants  it.  Even  many  doctors  want  it.  Pc 
planning  on  running  in  1992  had  better  take  note. 
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YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corporate  gift  expresses  more  than 
JL  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 
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BUY  NOW. 


■ 

a 

Just  in  case  you're  having  a  little  trouble  deciding 
what  personal  computer  to  buy,  we  have  an  option. 
Don't  decide.  Just  buy  the  new  Option  from  Tandon. 
And  save  your  major  decisions  for  somewhere 
down  the  road. 

You  see,  the  Option  is  what  we  call  a 
fully  modular  upgradable  computer.  So  in 
the  time  it  takes  to  slip  out  one  cartridge, 
and  slip  in  another,  you've  upgraded  the 
processor  speed  of  your  computer. 

Let's  say,  for  example,  in  all  the  early  confusion, 
you  purchased  a  i386:uSX  processor  for  your  Tandon 
Option.  And  somewhere  down  the  road  you  decide 
you'd  rather  have  a  i486™,  or  the  next  generation 
when  it  debuts.  You  can  decide  to  buy  our  next 


generation  cartridge,  unplug  the  old  cartridge,  and  plu 
in  the  new  one.  As  opposed  to  other  computers  where 
the  only  decision  you  can  make  is  that  you  bought 
the  wrong  machine. 

Then  again,  decisions  can  include  more  than 
just  the  processor  speed,  so  we  made  the  hard 
drive  modular  as  well.  And  with  40,1 10,  200, 
and  400  MB  hard  drives  to  choose  from,  that 
decision  can  be  pretty  tough  too.  But  don't  worry 
you  can  always  decide  later. 
Of  course,  while  you're  waiting,  we  thought  this 
might  be  a  good  time  to  tell  you  about  our  company.  A 
the  Tandon  Corporation,  we  invented  and  pioneered  tr 
original  double  sided  floppy  disk  drive  for  the  industry, 
fact  we  supplied  the  first  millions  for  the  original  IBM  H 
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DECIDE  WHAT 
YOU  WANT  LATER. 


We're  also  pretty  proud  of  the  fact  that  our 
ineers  own  more  than  16  patents.  And  that  we 
tinue  to  lead  with  technological  firsts.  Like  being 
first  to  introduce  the  removable  hard  disk  drive 
;  Data  Pac);  being  one  of  the  first  to  incorporate 
A  bus  technology  into  our  machines;  and  now  this, 
first  fully  modular  upgradable  computer  system. 
But  to  help  you  feel  even  more  comfortable  with  us, 
offer  a  no  questions  asked,  full  refund  within  the 
:  thirty  days  (If  you  take  31  days,  that's  probably 
I,  too).  A  1  year  limited  warranty  on  all  parts  and 
rice.  A  24  hour  a  day  hotline,  in  effect  7  days  a 
2k,  365  days  a  year,  just  to  give  you  a  person  you 
always  talk  to.  And  of  course,  on  site  service  the 
y  next  day  should  you  ever  need  it. 


So  pick  up  the  phone  and  call  1-800-800-8850  to 
find  out  more  about  The  Option  from  Tandon,  or  to 
ask  for  a  sales  representative  to  come  to  your  place  of 
business.  Or  even  to  order  one  right  now,  right  over  the 
phone.  Go  ahead.  After  all,  when  you  do,  it's  not  like 
it's  the  end  of  the  world. 


OPTION 


I  a ii  do  in 


*  01  Intel  Corporation  The  Intel  Inside  Looo  is  a  trademark  o!  Intel  Corporation  All  other  products  or  services  are  identified  by  me  trademark  or  service  maris  of  their  respective  companies  Lease  terms  vary  oy  sysiem  1 1991  Tandon  Corporation,  MoorparV  CA 
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PRODUCTION 

Change  from  last  week;  0.5% 
Change  from  last  year:  -2.5% 

1967=100  (four-week  moving  average) 

185. 


LEADING 

Chonge  from  last  week  0  0% 
Change  from  last  year:  -1 .9% 
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Sept 
1990 


1991  1991 
The  production  index  rose  in  the  week  ended  Sept.  21  Afti 


Sept 

1901 


205 


200 


Jtai 


Sept. 
209.: 


seasonal  adjustment, 

output  of  both  outos  and  trucks  rose  sharply  Paperboard  production  posted  a 
smaller  gain,  as  did  electric  power  output  Crude-oil  refining,  coal  production,  lumber 
output,  and  rail-freight  traffic  declined  Production  of  both  steel  and  paper  was 
unchanged  Before  calculation  of  the  four-week  moving  average,  the  index  held 
steady  from  the  previous  week  at  181.6. 

BW  production  index  copyright  1  991  by  McGraw-Hill  Inc 


Sept.  Jan.  May 

1990  1991  1991 

The  leading  index  edged  lower  during  the  week  ended  Sept  21  Real  estates 
continued  to  grow  at  a  slower  pace  Stock  prices  fell  slightly,  large  business  f'f» 
rose,  and  initial  unemployment  claims  increased.  Offsetting  much  of  that  wecat 
M2  grew  a  bit  faster,  and  bond  yields  declined.  Materials  prices  continue 
decline,  but  they  did  so  at  a  reduced  rate.  Before  calculation  of  the  four* 
average,  the  leading  index  fell  to  208.7,  from  209.1  the  week  before 

Leading  index  copyright  1 99 1  by  Center  for  International  Business  Cycle  Research 


Latest 
week 

Week 
090 

*  Change 
year  ago 

STEEL  (9/28)  thous.  of  net  tons 

1.692 

1,725= 

-10.0 

AUTOS  (9/28)  units 

130.475 

121,098r# 

-3.5 

TRUCKS  (9/28)  units 

83,517 

85,441  r= 

4.4 

ELECTRIC  POWER  (9/28)  millions  of  kilowatt-hours 

53,857 

60,098  = 

1.6 

CRUDE-OIL  REFINING  19/28)  thous  of  bbl./day 

13,502 

13,860= 

-3.3 

COAL  (9/21)  thous.  of  net  tons 

20,194= 

21,193 

-5.5 

PAPERBOARD  (9/2 1)  thous.  of  tons 

777  5  = 

774  6r 

1.4 

PAPER  (9/21)  thous.  oftons 

771  0= 

766.0r 

4.2 

LUMBER  (9/21)  millions  of  ft. 

512  4= 

510.7 

3.3 

RAIL  FREIGHT  (9/2 1)  billions  of  ton-miles 

20  3  = 

20.6 

-4.7 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  institute,  WWPA  ,  SFPA-,  Association 
of  American  Railroads 


Latest 
week 

Week  % 
age  y 

STOCK  PRICES  (9/27)  S&P  500 

386.58 

386.74 

CORPORATE  BOND  YIELD,  Aaa  (9/27) 

8.56% 

8.60% 

INDUSTRIAL  MATERIALS  PRICES  (9/27) 

96.9 

96.9 

BUSINESS  FAILURES  (9/20) 

361 

345 

REAL  ESTATE  LOANS  (9/1 8)  billions 

$397.8 

$398.7 

MONEY  SUPPLY,  M2  (9/16)  billions 


$3,399.6      $3,393. 8r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (9/14) thous 


439 


403 


Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1  980=1  00), 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  season 
justs  data  on  business  failures  and  real  estate  loans. 
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Latest 
week 


Week 
ago 


Year 
ago 


JAPANESE  YEN  (io/2) 

132 

133 

133 

GERMAN  MARK  (10/2) 

1.66 

1.68 

1.54 

BRITISH  POUND  1  o/2) 

1  75 

1.73 

1  91 

FRENCH  FRANC  (10/2) 

5  66 

5.73 

5.15 

CANADIAN  DOLLAR  no/2) 

1  13 

l  13 

1.15 

SWISS  FRANC  (io/2) 

1  45 

1.47 

1.29 

MEXICAN  PESO  (io/2)J 

3,048 

3,044 

2,900 

Sources:  Major  New  York  banks  Currencies  ex 
pound  expressed  in  dollars. 

pressed  in  units  per  U  S.  dollar,  except  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/2)$/troyoz. 

356  000 

352.750 

-8  6 

STEEL  SCRAP  (10/1)=1  heavy,  $/ton 

97  00 

97 

-12.2 

FOODSTUFFS  (9/30)  index,  1967=100 

209.3 

208.5 

-3.9 

COPPER  (9/28)  C/lb. 

1 13.8 

1 10.5 

-13.6 

ALUMINUM  (9/28)  c/lb 

54.9 

55.8 

-  38  0 

WHEAT  (9/28)  =2  hard,  $/bu. 

3  32 

3  38 

16.5 

COTTON  (9/28)  strict  low  middling  1-1/16  in 

.,  C/lb.  59.90 

62.15 

-14.2 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market. 
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Latest 
month 

Iflonth 
ago 

%  t»; 
ye«» 

C0NSTR.  SPENDING  (Aug  )  annual  rate,  billions 

$406.2 

$404.9 

NEW  HOME  SALES  (Aug  )  annual  rate,  thous. 

540 

506r 

12  LEADING  INDICATORS  COMPOSITE  (Aug)ind 

ex  145.4 

145  4 

PERSONAL  INCOME  (Aug  (annual  rate,  billions 

$4,823  8 

$4,803  5r 

Sources:  Census  Bureau,  Commerce  Dept 

I'lil'bnJIl.l^.'ill^HHHI 

Latest 
week 

Week 
ago 

%  (« 

row 

MONEY  SUPPLY,  Ml  (9/16) 

$869.7 

$867.3r 

BANKS'  BUSINESS  LOANS  (9/18) 

300.4 

2*8  5 

FREE  RESERVES  (9/18) 

399r 

889r 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/18) 

136.4 

133.8 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions). 

which  are  expressed 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

■ 

FEDERAL  FUNDS  (lO/i) 


5.40% 


5.32% 


8» 


PRIME  (io/2) 


8  00 


COMMERCIAL  PAPER  3-MONTH  (10/1) 


5.46 


8.00  1C) 


7- 


5.52 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (io/2) 


5.45 


5.39 


EURODOLLAR  3-MONTH  (9/28) 


5  44 


5  43 


Sources:  Federal  Reserve  Board,  First  Boston 


*Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equips 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r~ revised     NM  =  Not  meaningful 
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AX 


OTHING  FEELS  LIKE 


t  i 


a  Mercedes. 


The  sense  of  security  as  deep 


as  the  pilings  under  a  bridgi 


The  sheer  unflappai 


The  strength.  The  substance.  And 


now  there  is  a  new  Mercedes... 


1  7 


...The  new  S-Class.  The  car  of 


a  lifetime  for  the  engineers  of  Mercedes-Benz. 


Pushing  safety  and  performance  and  reliability 


and  human  comfort  as  far  forward  as  they 


have  ever  been  pushed.  Creating  what  just 


may  be  the  most  complete  car  ever  engineered - 


so  supremely  satisfying  to  own,  and  to  drive, 


that  this  could  be  the  car  of  a  lifetime  for  you. 


Even  those  who 

have  spent  a  driving  lifetime 
behind  the  Three-Pointed 

Star  will  be  surprised. 
It  feels  like  every  Mercedes 
before,  and  like 
no  Mercedes  before. 


HE  CAUSE  OF  HUMAN  COMFORT 


has  been  pursued  more  deeply  and  more 


creatively  in  this  car  than  in  any 


Mercedes-Benz  before.  The  logical  dividend 


is  deeper  and  more  enduring  comfort - 


physical  and  psychological  -  than  you  have 


experienced  in  any  Mercedes-Benz  before, 


and  perhaps  in  any  car  before. 


Q 


'CCUPANT  SAFETY 
advancements  rank 
among  the  most 
significant  achievements 
of  the  new  S-CIass.  Once 
again,  Mercedes-Benz 
has  used  technological 


innovation  not  to 


make  headlines  but 


to  make  progress 
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The  new  S-CIass 
sedan  includes  driver 
and  front  passenger  air 
bags  as  part  of  its 
Supplemental  Restraint 
System. 


An  even  stronger 
central  body  structie 
improved  front  ande; 
"crumple  zones,"  ail 
enhanced  side-impa 
protection  measure 


The  322-hp 
32-valve  500SEL 
V-8,  one  of  a  new 
range  of  high-per- 
formance V-12,  V-8, 
and  gasoline  and 
turbodiesel  sixes. 


This  control 
module  is  the 
heart  of  one  of  the 
most  sophisticated 
electronic  systems 
ever  built  into 
an  automobile. 


Side  windows  sand- 
wich dehumidified  air 
between  two  sheets 
of  glass  to  seal  out 
summer  heat,  winter 
cold  and  noise  the 
year  round. 


The  new  S-Class 
makes  slamming 
doors  obsolete:  an 
electro-pneumatic 
device  pulls  the 
door  shut  when  it 
touches  the  lock. 


Thigh  length 
varies  among 
different  drivers  - 
so  drivers  can  vary 
the  length  of  the 
seat  cushion  for 
custom-fit  support. 


The  Bose  Beta 
audio  system 
premieres  in  the 
new  S-Class:  240 
watts,  I  I  speakers, 
concert-hall  sound 
for  every  occupant. 


E 


VEN  THE  RANGE 
of  choice  is  generous:  the 
new  S- Class  concept  spans 
not  one  or  two,  but  five 
distinctive  sedan  models. 


Top:  the  300  SD* 
Turbodiesel  Sedan. 
Turbocharged 
148-hp  six-cylinder 
engine. 


Middle:  the  300SE 
Sedan.  228-hp 
24-valve  six-cylinder 
engine. 


Bottom:  the  400  SE 
Sedan.  282-hp 
32-valve  V-8  engine 
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Diesel  models  not  available  in  i  aliforma 


This  is  only  a  preview. 
For  your  complimentary 
28-page  book  on  the  new 
S- Class,  please  call 
1-800-634-7550. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


©  1991  Mercedes-Benz  of  N.A.,  Inc.,  Montvale,  N.J. 
This  insert  is  printed  on  ZANDERS  Ikonofix  Gloss  Web. 
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EDITOR'S  MEMO  I 


WARREN  BUFFETT  READ  IT  HERE  FIRST 


This  magazine  has  long  prided  it- 
self on  being  ahead  of  the 
news — uncovering  events,  trends, 
and  even  scams  that  are,  or  will  even- 
tually become,  highly  significant.  Last 
June,  our  reporters  began  hearing  ru- 
mors on  Wall  Street  that  Salomon 
Brothers  was  cornering  the  market  on 
two-year  Treasury  notes. 

At  first,  it  was  just  a  blip  on  trading 
screens — a  change  of  a  few  hun- 
dredths of  a  percentage  point  in  bond 
prices.  But  in  the  highly  leveraged 
world  of  bond  trading,  a  tiny  change 
can  mean  millions  of  dollars.  Our  re- 
porters— mainly  Markets  &  Invest- 
ments Editor  Gary  Weiss  in  New  York 
and  Correspondent  Dean  Foust  in 
Washington — went  to  work.  They 
talked  to  numerous  traders  and  gov- 
ernment officials,  gathering  crucial  evi- 
dence that  a  squeeze  had  indeed  oc- 
curred during  the  May  22  auction. 
Then  they  called  Salomon  Brothers, 
which  denied  any  wrongdoing.  We 
printed  the  story  in  the  issue  dated 
July  1,  which  began  reaching  our  read- 
ers on  June  21.  The  scandal  broke  pub- 
licly on  Aug.  9. 

One  of  our  readers  was  Warren  Buf- 
fett.  Listen  to  his  testimony  during 
Senate  hearings  in  September.  Senator 
Christopher  J.  Dodd  of  Connecticut 
asked  Buffett  why  he  and  other  Salo- 
mon directors  hadn't  discussed  the 
May  22  squeeze  at  Salomon's  June  5 
board  of  directors  meeting.  Replied 
Buffett:  "The  story  that  I  read  that 
really  related  to  this  was  a  BUSINESS 
WEEK  story.  That  happened  to  come 
out  by  July  1,  and  Salomon  denied  ev- 


BUSINESS  WEEK'S  JULY  1  STORY 
AND  SALOMON  CHIEF  BUFFETT 


erything  in  that  story. ...  On  June  5,  I 
was  not  that  aware  personally  about 
the  squeeze,  [not  until]  I  did  read  that 
BUSINESS  WEEK  story." 

We're  saddened  by  the  scandal  at 
Salomon  Brothers,  and  we  hope  Buf- 
fett cleans  up  the  mess  he  inherited. 
But  we  are  proud  that  BUSINESS  week 
played  the  role  the  press  is  supposed  to 
play  when  necessary:  ferreting  out  evi- 
dence of  wrongdoing  without  fear  or 
favor. 


RUBBERNECKING 

ALONG  MADISON  AVENUE  

Regarding  your  story  "What  hap- 
pened to  advertising?"  (Cover  Story, 
Sept.  23),  it's  unfortunate  that  in  this 
time  of  managerial  and  budgetary  scru- 
tiny, advertising  has  taken  a  backseat  to 


more  "quick  fix"  sales  and  promotional 
solutions  designed  to  provide  "instant 
gratification"  for  pressured  brand  and 
sales  managers.  Perhaps  corporate  ad- 
vertising is  now  seen  as  too  frivolous, 
particularly  when  advertisers  and  their 
agencies  seem  to  be  increasingly  playing 
it  safe  creatively:  Clients  may  not  want 
to  jeopardize  their  reputations  by  being 
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he  remarkable  thing  about 
lis  new  Multisync  monitor 
what  it  doesn't  do. 

ver  since  the  dawn  of  computers,  people  have  raved  about 
trything  they're  able  to  do.  And  at  the  same  time,  regretta- 
put  up  with  all  that  their  monitors  do.  Until  now,  that  is. 
itroducing  the  new  Multisync  FG-Series  monitor  from  NEC. 
incorporating  flat  and  square  technology,  the  monitor's  four 
ners  don't  go  to  waste,  giving  you  a  larger  active  display 
a.  And  since  the  screen  is  flat,  there's  less  reflection,  less 
strain.  Your  eyes  will  also  appreciate  the  elimination  of  any 
loying  monitor  flickering.  In  addition,  NEC's  Reduced 
gnetic  Field  ™  technology  greatly  decreases  any  monitor 
issions  that  may  be  potentially  harmful. 
Vhat  the  Multisync  monitor  does  do  is  produce  a  high 
itrast,  tight  dot  pitch  for  a  simply  brilliant  display.  And  by 
ng  NEC's  original  multi-scanning  technology,  you're  able  to 
artlessly  switch  between  graphic  modes,  including  VGA, 
>er  VGA  and  those  of  even  higher  standards. 
res,  you  could  say  the  economically  designed  new  Multisync 
mitor  has  just  the  right  combination  of  do's  and  don  ts. 


lultiSync 


jrther  information,  please  contact:  NEC  Technologies,  Inc.,  Graphics  SBU, 
!  Michael  Drive,  Wood  Dale,  Illinois  60193  Fax:  708-860-5618 


3 


Now  that  we've  introduced  the  new 
Multisync  monitor  family,  let  us  tell 
you  about  each  member  s  specific 
characteristics. 


Multisync  3FCx 

15"  screen  with  resolution  from  VGA 
up  to  1024  v  768  (non-interlaced). 


Multisync  4FC 

15"  screen,  adjustable  picture  size, 
position  and  side-pincushion  with 
Advanced  Digital  Control  Adjustable 
color  via  AccuColor  Control. 


Multisync  5FC 

17"  screen  with  resolution  up  to 
1280  x  1024  and  Advanced  Digital 
Control  enable  full  use  of  the 
Windows  3.0  "  application. 


MultiSync  6FC 

Advanced  Digital  Control  with  21" 
screen  and  resolution  up  to  1280  x 
1024  Ideal  for  professional  CAD/ 
CAM  use 


SEC 


GROWTH  &  INCOME  PORTFOLIO 


0- 


A  Top-Performing 
Stock  Strategy 


Since  its  inception  in  1985,  Growth  & 
Income  Portfolio  has  become  one  of  the 
nations  top-performing  growth  and  income 
funds  and  has  outperformed  the  S&P  500. 1 
The  Portfolios  moderate  approach  to  stock 
investing  focuses  on  large  dividend-paying 
stocks  as  well  as  smaller  growth  company 
stocks.  Share  price  and  return  will  vary. 


Avg.  Annual 
Total  Returns  us 
of  June  30, 1991 


11.77% 

1  Year 


13-33% 

5  Years 


18.89% 

Life  of  Portfolio 

12/31/85-6/30/91 


Visit  an  Investor  Center  or  Call  24  Hours 

1-800-544-8888 

Fidelity 


Investments 

CODE:  BW/GAI/101491 
"Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains  and 
the  effect  of  the  Portfolio's  2%  sales  charge.  'According  to  Lipper  Analytical  Services.  Inc..  Growth  &  Income 
ranked  #3  out  of  121  and  #11  out  of  202  growth  and  income  funds  for  the  S  and  1  year  periods  ended  6/30/91. 
respectively.  Figures  for  the  S&P  500  include  reinvestment  of  dividends  U>u  mav  have  a  gain  or  loss  when  vou  sell 
your  shares.  Past  performance  is  no  guarantee  of  future  results  For  more  complete  information  including 
changes  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefulh  before  you  invest  or  send  money 
2r  Fidelity  Distributors  Corporation  (General  Distribution  Agent).  82  Devonshire  St..  Boston.  MA  Q2KM  


Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


Member  in  Seoul,  Korea 
HOTEL  LOTTE 

SEOUL  sO«Ea  ^ 


f  a-  s  Moor*  Jr  -President  or  Asia  Pacific  Mark 


We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service''  they  appreciate  most 
'Discrete  and  unobtrusive."  in  Mr.  Moore's  words 
While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  raste  for  excellence. 
And  at  Lotte  they  find  excellence  in  service  and  facilities 
Shouldn't  the  Lotte  be  your  hotel  in  Seoul' 


For  Reeervatlone:  New  York  (201)  944-1117.  Toll  Free  800-22  LOTTE,  LA  (213)  540-7010.  Toll  Free  800-24  LOTTE.  Lonoon  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul,  Tel:  (02)  771-1000.  Telex  LOTTEHO  K23533/4.  Fax  (02)  752-3758,  Cable  HOTELOTTE 


too  daring  (there  may  also  be  sorrJ 
sitivity  to  consumer  backlash),  an 
agencies  feel  the  need  to  better  p] 
their  revenue  base. 

While  direct  marketing  and  pronj 
al  activities  by  advertisers  are  imp] 
pursuits — and  can  in  the  short  run  I 
erate  the  consumer-purchasing! 
cess — they  also  run  the  risk  of  ovej 
sure.  Already,  many  consumers  ai 
up  with  the  amount  of  sales  liteJ 
and  eye-blurring  promotional  ginJ 
that  bombard  their  sensitivities,  dg 

David  Simpson 

Vice-Presidenl 
Albert  Frank- 
Guenther  Law 
Inc. 
New  York 

Your  fine  ar- 
ticle needed 
to  be  said.  Roy 
Bostock's  and 
David  Ogilvy's 
comments  were 
particularly  on 
target.  Until  the 
advertising  in- 
dustry's creative  management  cs 
up  with  the  consumers  of  todaj 
takes  to  heart  that  their  job  is 
effectively  "sell"  for  their  client 
industry  will  continue  to  flounder. 

Bill 
Chi 
Stanhome 
Westfield, 

What  a  shame.  Such  a  good| 
cle — only  to  be  marred  bj 
twice  mindless  reference  to  advert] 
mail  as  "junk  mail."  Get  with  it. 
tising  in  the  mail  is  advertising  nor 
less.  It  provides  the  same  value 
nesses,  the  economy,  and  the  gej 
public  as  advertising  in  any  other 
um.  It's  far  from  valueless  "junk." 

Gene  A.  Del 
Executive  Di: 
Third  Class  Mail 
Washir 

What  the  advertising  busine: 
left  with  is  a  pitiful  bunc 
grown  men  and  women  sitting  ar 
weasel-wording  product  claims  in 
hope  they  will  be  able  to  success 
celebrate  "Save  The  Client  Week!" 

Robert  T.  He 
West  Redding, 

The  trouble  started  in  the  1980s, 
ad  agencies  began  buying  up  pt 
relations,  sales-promotion,  and  din 
sponse  companies.  Unfortunately, 
of  these  marriages  were  based  on 
cal  (financial)  attractions,  not  on  a 
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One  Oj  Alabama  $ 
Most  Important 

Industries 
Is  Led  By  People 
Who  Can 


Barely  Write  Their 
Own  Names. 


Alabama  attracts  people  notorious 
for  their  handwriting,  and  the  Medical 
Center  of  the  University  of  Alabama  at 
^  Birmingham  (UAB)  is  just  one  of  many  reasons. 
Fortunately  the  names  of  our  physicians  and 
earchers  are  more  often  seen  in  print,  for  their  work  in 
■as  from  cancer  research  to 


year  for  continuing  education.  And,  as  Bo  knows,  one  of 
the  world's  recognized  leaders  in  sports  medicine  has  a 
thriving  practice  at  Alabama 
Sports  Medicine  and  Orthopaedic 
Center  on  the  HealthSouth 
campus.  Other  well-known 


fits  medicine.  Alabama  is 
[ate  dedicated  to  attracting 
wvative  talent  to  improve 
r  quality  of  life. 
While  some  states  follow 
tional  trends,  Alabamians 
d  advancements  in  a 
mber  of  areas.  Medicine  is 
;t  one.  UAB  is  recognized 
several  innovations, 
le  UAB  researcher  has  been 


When  Your 
Medical  Facilities 
Are  Among  the 

Top  In  the 
Nation,  You  Just 

Seem  to 
Attract  Them. 


Dr.  Jim  Andrews  with  patient  Bo  Jackson  at  the 
Alabama  Sports  Medicine  and  Orthopaedic  Center 


athletes  who  come  to  the 
Center  for  treatment  include 
Jack  Nicklaus,  Charles  Barkley, 
Jerry  Pate,  and  Bruce  Smith. 

The  Medical  Forum, 
another  innovation  in  the 
medical  field,  will  offer  an 
unprecedented  opportunity 


osen  to  go  on  a  NASA  space  shuttle  mission.  He  will 
rform  experiments  growing  protein  crystals  in  space, 
lich  may  lead  to  the 


velopment  of  treatments 
'cancer,  diabetes  and 
ih  defects.  Other  UAB 
searchers  are  world- 


UAB's  Medical  Center  has 
been  twice  named  to  the 
top  three  medical  centers 
in  the  country  by 
The  Best  In  Medicine, 

a  survey  of  300 
prominent  physicians. 


lowned  for  pioneering  the  use  of  genetically  engineered 
tibodies  to  search  out  and  destroy  cancer  cells. 
Health  care  is  Birmingham's  primary  industry,  with  2 1 
'spitals  in  the  area,  including  Baptist  Medical  Centers,  the 
tion's  fourth  largest  not-for-profit  health  care  system. 
)0ut  100,000  medical  professionals  come  to  the  area  each 


for  physicians,  educators,  and  research  and  development 
companies  from  around  the  world  to  exchange  the  latest 
advancements.  Opening  in  Birmingham  in  1 992,  it  will 
provide  state-of-the-art  continuing  education  facilities  for 
physicians  and  others  who  come  to  the  area  for  further 
study.  Several  international  medical  companies  will  make 
the  Forum  their  headquarters  in  the  U.S.  market. 

Alabama's  dedication  to  attracting  and  nurturing  talent 
in  all  fields  will  continue,  because  we've  never  been  content 
to  follow  national 
trends.  We're  more 
interested  in  setting  | 
them.  It  isn  t  where  you  think  it  is. 


or  more  information,  contact  the  Economic  Development  Partnership  of  Alabama:  P.O.  Box  264 1.  Birmingham.  Alabama  35291-0001;  205  250-2226 


information. 


The  NEX1S  ' electronic  information  service  can  give  you  a  clearer  perspective 
on  todays  business  environment,  with  current  facts,  historical  information 
even  expert  analyses  and  viewpoints  right  at  your  own  PC.  And  for  the  next 
90  days  its  available  at  a  significant  discount.  So  call  for  the  NEXIS  service 
today.  Because  not  only  is  the  information  unlimited,  so  is  your  potential. 


EHjgEZS  E3  NEXISCfyi 


6 1991  Mead  Data  Central  Inc  All  righs  reservedNEXIS  and  LEXIS 
are  registered  trademarks  for  information  products  and  services  o!  Mead  Data  Central  Inc 


HOW  TO 
CHOOSE  A  TAX-FREE 
PORTFOLIO 


STEP  I:  CONSIDER 
YIELD  POTENTIAL  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  025  of  l%*-with  no 
commissions,  no  fees.  Minimum 
investment:  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662-SHIP  for  our 

free  Tax-Free  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Federal  alternative  minimum  tax. 
"Lipper  Directors'  Analytical  Data. 


Residents  of  CA,  NY,  NJ  OH,  PA:  Please 
ask  about  our  State  Tax-Free  Funds. 

'""please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money 

Vanguard  Municipal  Bond  Fund 

RO.  Box  2800 
Valley  Forge.  Pennsylvania  19482 


Narr.e . 


Address. 


Citv 


State. 


.Zip. 


TH 


BWG1-2J 

ROUP 

VESTMENT  COMPANIES 


Mi 


and  respect  for  each  new  partner* 
munications  skills.  Consequently,  I 
tising  agencies  continued  respond  | 
most  situations  with  the  attitude  c  I 
vertising  is  the  answer,  now  whaT 
question?" 

Tom  D| 

University  of  Col 
Boulder,  I 


Two  weeks  ago,  at  a  national I 
convention,  a  presentation  by  ol 
ent  told  the  story  of  one  of  their  n  J 
brands  in  serious  decline,  losing 
at  over  25f  <  year-to-year . . .  and  a* 
ating.  Then  came  a  single  ereativ 
and  almost  immediately  the  trend  | 
ed  to  reverse.  A  year  later,  this  c 
brand  is  growing  at  over  70f i ...  a 
celerating.  The  idea  that  turne 
brand  around  came  from  an  adve: 
agency.  Ours.  More  important,  t 
it  came  from  the  minds  of  some 
good  people  who  know  the  ab: 
truth  of  the  adage,  "'until  it's  compi 
it  isn't  selling."  Whether  their  s 
ideas  come  to  life  on  network  tele 
on  a  direct-mail  videocassette.  or  o| 
front  of  a  grocery  cart,  in  this  sens 
all  advertising. 

Through  the  turbulence  in  the 
tising-agency  business  so  well  chro 
in  your  Cover  Story  last  week,  on- 
pie  fact  about  our  business  remains 
world  of  increasingly  similar  pro 
and  services,  brand  differentiatio: 
rely  more  heavily  than  ever  on  a  ere 
idea.  Campbell  Soup's  "M'm. 
Good!"  California's  dancing  raisins, 
mark  Card's  "When  you  care  enouj 
send  the  very  best."  Nike's  "Just  D( 
And  many  more.  Indeed,  without 
ideas,  marketers  should  despair! 

Brace  M 
Chairman  and 
Foote.  Cone  &  Belding  Communica 

Chi 


§ 


USING  ALUMINUM  TAKES  A  WEIGI 
OFF  THE  ENVIRONMENT 


Let  me  commend  BUSINESS  week 
its  excellent  analysis  of  the  rol 
aluminum  in  lightweighting  vehicles 
improving  fuel  efficiency  ("What 
100  mpg  and  seats  6?  Nothing — \ 
Cover  Story.  Sept.  16). 

However.  I'd  like  to  add  a  word  a' 
aluminum's  benefits.  For  the  Acura 
aluminum  lightweighting  is  a  reason 
car  has  its  superior  performance, 
dling.  and  braking  capabilities  at  the 
proved  fuel-efficiency  level.  It  is 
worth  noting  that  the  U.  S.,  the  woi 
largest  producer  of  aluminum,  as  we! 
a  major  supplier  of  aluminum  to  Ja] 
produces  roughly  half  of  its  alumii 
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©)991  The  North  Face     COHDURA  i*  Du  Pnni\  registered  trademark  for  iUlir-UXttirCd,  high  -tenacity  nylon      Photo  credit  Chr.i  Nohle 


[For  a  free  color  catalog  including  full  details  of  our  lifetime  warranty  and  the  location  of  your  nearest  North  Face  dealer  call  1-800-654-1751] 

time.  It's  a  test  of  North  Face  gear.  For  over  twenty 
years,  we've  dedicated  ourselves  to  making  technical 


Although  IT'S  one 

of  the  most  REMOTE 

peaks  in  ALASKA, 
several  PEOPLE  have 
managed  to  CLIMB  IT. 

YOU,  however,  are 
the  FIRST  person 
to  JUMP  OFF  IT. 

You're  looking  down  a  45-degree  wall  of 
packed  powder  and  jagged  granite.  It's  twenty 
below  zero.  But  your  palms  are  sweating. 
This  isn't  just  some  adrenaline  junkie's  idea  of  a  good 


outerwear,  clothing,  tents,  sleeping  bags  timf** 
and  packs  that  perform  flawlessly  under  'j^jyk 
the  most  extreme  conditions.  Which  means  we 
spend  a  lot  of  time  listening  to  the  people  whose  lives 
may  depend  on  it.  Case  in  point:  our  Steep  Tech"' 
skiwear.  Extreme  skier  Scot  Schmidt  designed  its  tech- 
nical innovations.  Like  three  front  zippers  and  pit 
zips  under  each  Qi     arm  for  ventilation.  Pockets 


and  zippers  dFTv\/j  designed  so  that  they  are 
still  accessible  V  while  wearing  a  pack.  And 
virtually  inde-  WW  structible  CORDURA*  panels 
at  friction  points.  As  with  all  The  North  Face  prod- 
ucts, it's  guaranteed  for  life.  Now,  we'll  admit  that  all 
this  makes  our  gear  more  expensive  than  most.  But 
then,  you  wouldn't  buy  a  cheap  parachute,  would  you? 


THE 

NORTH 

1 

FACE 

WHEREVER  YOU  DO  BUSINESS  AROUND  THE  WORL1 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  busm 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  J 
there's  more  to  being  global  providers  of  insurance  than  just  being  a  long  way  from  home.  A1G  traces  its  ro 


Shanghai  in  1919,  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
nagers  who  understand  the  business  practices  and  needs  of  their  own  markets.  If  you're  a  multinational 
ipany  doing  business  in  today 's  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


The  new  Rolodex®  Electronic  Organizer 
holds  1,000  matchbooks. 

A  matchbook  is  no  match  for  the  new  Rolodex  Electronic 
Organizer.  It  holds  1,000  names,  phone  numbers  and 
tons  of  information.  So  don't  play  with  fire. 


Available 
wherever 
office  products 
are  sold. 


ROLODEX 

Our  organization  is  dedicated  to  yours. 


•  100%  U.S.  Treasuries 
•  No  State  or  City  Taxes 
•  $2,500  Minimum  Investment 

100%  US.  GOVERNMENT 
GUARANTEED  PORTFOLIO 
SECURITIES! 

Fund's  portfolio  securities  are  100% 
guaranteed  as  to  the  timely  payment  of 
interest  and  principal.  Of  course,  the  market 
value  of  the  Treasury  securities  and  the  Fund 
shares  are  neither  guaranteed  nor  insured  by  the 

U.S.  Government. 

UNIQUE  TAX  ADVANTAGE! 

Due  to  its  structure,  this  is  the  only  fund  of  its  kind 
that  can  offer  state  and  local  tax-free  income  in  49  states. 

Call  for  today's  high  current  yield! 


Dreyfus  Special  Offer! 

For  a  period  of  time,  the  usual  management  fee  is  being  waived  to 
boost  your  effective  high  money  market  return.  Call  for  details. 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Please  read  the  Prospectus  carefully  before  you  invest. 

1-800-782-6620 

Wt  f  Ask  for  Extension  4303 

PreytUS  100%  US.  Treasury 

P.O.  Box  3498,  Camden,  NJ  08101     Money  Market  Fund,  L.P.  usts?? 

"Source:  Based  on  information  provided  by  IBC/Donoghue's  Money  Fund  Report  for 25  money  market 
funds  investing  100%  in  U.S.Treasuries  for  the  7-day  period  ending  September  10,1991  and  reflects  current 
absorption  of  certain  Fund  expenses  by  manager  as  part  of  Special  Offer,  which  may  be  terminated. 
Had  the  management  fee  not  been  waived,  the  yield  would  have  been  lower.  Fund's  yield  fluctuates. 
Past  performance  is  no  guarantee  of  future  results.  Income  is  subject  to  Federal  tax.  There  can  be  no 
assurance  that  the  Fund  will  be  able  to  maintain  a  stable  net  asset  value  of  $1.00  per  share. 
Dreyfus  Service  Corporation,  Distributor. 
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from  hydropower  (a  nonemission^rci  [ 
during  form  of  power).  But  the  gnlesi \l 
environmental  advantage  is  alumiijari'  ll 
recyclability. 

Aluminum  can  be  recycled  back  ith't 
same  product  it  started  as,  unlike  r.|)ei  i 
plastics,  etc.  Already,  over  85%  of  It*  fl 
motive-aluminum  scrap  is  reclaimed 
recycled.  Use  of  this  recycled  {St?* ' 
saves  95%  of  the  energy  needed  to  jbk 
new  aluminum  from  ore. 

Jane  fhm 

Communications  Ma»eH 
The  Aluminum  |e^| 
Washiif 


AID  SOVIET  VICTIMS, 

NOT  AGGRESSORS  

As  we  applaud  your  editorial  ' 
to  invest  that  peace  dividend" 
torials,  Sept.  16)  opposing  America| 
for  the  Soviets,  reflecting  on  the 
inane  prompting  for  such  aid  by 
crats  Richard  A.  Gephardt  and  Le^| 
pin,  millions  of  Third  World  childrer 
tinue  to  reap  the  misery  cause<] 
Soviet  and  Cuban  imperialism. 

Before  America  sends  dollar  or 
feed  the  Russian  people,  we  shouldl 
the  millions  of  victims  of  the  Ru| 
Army's  aggression  and  genocide 
Afghanistan  to  the  Atlantic  coast  of 
aragua  to  Ethiopia  to  Angola. 
Shame  on  the  Democrats! 

Susan  Qil 
San  El 


TENNIS  GREATS  OF  THE  PAST 
COULD  FIRE  A  FEW  ACES,  TOO 

I  n  regards  to  "Whap!  Ace.  Point.  I 
Icall  this  tennis?"  (Sports  BusiiB 
Sept.  9),  20  years  ago,  Stan  Smith! 
John  Newcombe  were  playing  bog 
Whap!  Ace,  Point  matches  just  like 
chael  Stich  and  Boris  Becker. 

Forty  years  ago,  the  big  game 
Jack  Kramer  and  Pancho  Gonzales  } 
thought  to  be  invincible.  Yet  lesser  s 
ers  such  as  Ken  Rosewall,  Rod  La 
Jimmy  Connors,  and  Bjorn  Borg  ge 
ally  fared  better  in  the  long  run.  Te 
memories  are  short. 

Something  should  be  done  to  le; 
the  power  of  the  server  in  tennis, 
this  problem  predates  "widebody" 
quets  by  50  years.  Grass  courts,  1 
hard  courts,  and  tall  players  are 
main  culprits. 

Jim  Ber 
Chic 


Letters  to  the  Editor  should  be  sent  to  Ret 
Report,  Business  Week,  1221  Avenue  of  the  A 
cos,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4 
Telex:  12-7960,  Intl.  4998204.  All  letters  mu: 
elude  an  address  and  daytime  and  evening 
phone  numbers.  We  reserve  the  right  to  edit  leaf 
for  clarity  and  space. 


%  RealizeYour  Ba 


OnlyThingThat 


All  business  travelers  have  days 
vhen  they  get  hung-up  in  traffic, 
bounced  around  at  the  airport. 
3eat  to  the  last  cab.  Only  to  go  a 
ew  rounds  with  a  client. 

That's  when  it's  nice  to  have 
in  Omni  Hotel  in  your  corner, 
because  we  fully  understand  the 
igors  of  life  on  the  road.  As  a 
natter  of  fact,  we  have  exactly 
vhat  it  takes  to  get  you  back  into 
ihape.  And  for  less  than  you'd 


expect  from  an  Omni  Hotel. 

Each  Omni  provides  every  con- 
venience for  conducting  business. 
Including  the  best  business  loca- 
tions. But  more  importantly,  we 
provide  a  soothing  experience 
sure  to  rejuvenate  your  spirit. 
With  big,  comfortable  rooms, 
gourmet  dining  and  attentive, 
gracious  service. 

Plus  as  a  Select  Guest  Club 
member,  you  can  enjoy  additional 


privileges  such  as  priority  room 
availability,  accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee  and 
the  morning  paper  delivered  with 
your  wake-up  call,  express  check- 
out and  more. 

At  Omni  Hotels,  we  firmly 
believe  that  even  if  we  can't  fight 
your  next  battle  for  you,  we  don't 
want  to  send  you  back  into  the 
ring  with  a  tender  jaw. 


Omni  #  Hotels 

For  Reservations  Call  Your  Travel  Agent  Or 


1-800-THE-OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RJ 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Fxtapa,  Mexico 
Hong  Kong 
Singapore 

Where  You  Want  To  Be 
Whei]  You  Have  To  Be  Away. 


.  Hotels 


Like  a  small  child, 
a  victim  of  Alzheimer's  Disease 
can  get  lost  and  not  know 
the  way  home. 
He  may  not  remember  his  phone  number 
or  his  name.  He  may  wander  off 
in  the  middle  of  the  night 
or  in  the  dead  of  winter. 
He  may  forget  to  wear  shoes  or  a  coat. 
The  Samsung  Group 
has  developed  the  technology 
for  a  computerized  monitoring  system 
which  will  one  day  make  it  possible 
to  pinpoint  his  exact  location 
and  direction  of  travel. 
Instantly. 

So  when  he  can't  find  his  way  home, 
home  can  find  its  way  to  him. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 


International  Trade,  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries. 

Aerospace,         Construction,         Engineering,         Financial  Services.         Food  8  Pharmaceuticals,         Cameras  S  Watches,         Garments  &  Textiles 

C.P.O.  Box  1 580.  Seoul,  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 
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WILD  SWANS:  THREE  DAUGHTERS  OF  CHINA 

By  Jung  Chang 

Simon  &  Schuster  •  524pp  •  $25 


CHINA'S  INHUMANITY 
TO  CHINA 


The  Chinese  schoolgirl  was  no  trai- 
tor. So  how  could  she  possibly  live 
with  a  name  like  Er-hong,  or  Sec- 
ond Wild  Swan?  It  was  pronounced  the 
same  way  as  "faded  red,"  a  less-than- 
desirable  political  description  in  Mao's 
China.  She  wanted  something  tougher, 
"something  with  a  military  ring  to  it,"  to 
keep  her  classmates  from  snickering. 
Her  father  chose  Jung,  an  archaic  word 
for  martial  arts  that  conjured  up  images 
of  knights  heading  off  for  battle. 

Such  were  the  trials  of  life  in  China  in 
the  1960s.  Even  youngsters  felt  their 
identities  were  governed  by  politics.  But 
the  hardships  didn't  start  or  end  then.  In 
Wild  Swans:  Three  Daughters  of  Chi- 
na, Jung  Chang  traces  the  struggles  of 
three  generations  of  Chinese  women. 
She  describes  the  crackling  bones  of  her 
grandmother's  feet  as  they  were  bound 


into  "three-inch  golden  lilies."  She  tells 
how,  during  the  Cultural  Revolution,  her 
mother,  denounced  as  a  "capitalist 
roader,"  had  to  kneel  in  broken  glass  to 
repent.  "My  grandmother,"  she  recalls, 
"spent  the  evening  picking  the  glass 
from  [my  mother's]  knees  with  tweezers 
and  a  needle."  She  recounts  her  own 
passage  from  a  child  of  revolutionaries 
to  a  young  adult  sickened  by  Maoism. 

But  Wild  Swans  is  much  more  than 
nonfiction's  answer  to  an  Amy  Tan  nov- 
el. It  is  an  epic  about  China's  seemingly 
endless  cycle  of  self-destruction.  While 
many  books  by  Chinese  authors  lose 
something  in  translation,  Jung  Chang 
writes  in  English,  and  her  dispassionate 
narrative  lures  readers  into  a  gripping 
saga.  The  victims  are  not  limited  to  one 
sex,  or  to  one  decade.  There  is  no  short- 
age of  oppressors:  the  brutal  warlords 


(1909-33),  the  invading  Japanese  (Wri 
45),  and  Chiang  Kai-shek's  corruptee 
mintang  (1945-49).  But  the  most  deafer, 
tive  are  the  Communists.  And  the  hi 
dramatic  struggle  depicted  is  not  thfto 
a  woman  but  of  a  broken  man,  m 
Chang's  father,  Chang  Shou-yu. 

The  son  of  poor  parents,  he  bep\ 
politicized  at  age  7,  when  he  witn 
the  execution  of  a  stoic  young  Co 
nist.  He  spent  five  years  in  Yan'a: 
remote  Communist  bastion  where  a 
China,  ostensibly  devoid  of  corruc 
was  taking  root.  Shortly  before  the  \ 
munists  took  power  in  1949,  he  ma: 
Jung  Chang's  resilient  mother,  De-ri 
or  Virtuous  Wild  Swan.  But  commu 
was  his  first  love,  and  as  a  top  provi 
official,  he  bent  his  principles  for  no 
On  a  treacherous,  1,000-mile  trek  t< 
home  province  of  Sichuan,  he  let  his 
walk,  rather  than  appear  to  show  f; 
itism  by  letting  her  ride  in  a  jeep 
was  reserved  for  senior  officials.  L 
he  refused  to  allow  her  to  see  a  sp« 
ist  for  a  complicated  birth,  because 
help  was  unavailable  to  the  masses 

As  Mao's  grab  for  power  intensi 
Chang  Shou-yu  received  one  irrati 
order  after  another  from  Beijing, 
kept  party  officials  off  balance 


i 


Mark  thought  he  had  to  choose 
between  laser  quality  and  affordability 


Whether  you  prefer  Macintosh  inkjet  printers  give  you  crisp, 

or  PCs,  you  can  afford  to  make  clean  300  dot-per-inch  resolu- 

your  work  look  great.  With  the  tion.  For  output  that's  laser 

HP  Desk  Writer  or  DeskJet  500  sharp.  And  they're  both  backed 

printers.  Now  at  a  new  low  price  by  HP's  impressive  three-year 

of  just  $599*  Both  of  these  warranty.  If  you're  ready  for 

•Suggested  US  list  price    €  1991  Hewlett-Packard  Company  PE12115 
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>aigns  against  such 
ie  enemies  as  "coun- 
jvolutionaries"  and 
itists."  Then,  during 
Cultural  Revolution, 
et  his  young  Red 
rds  conduct  a  full- 
ed purge  of  the  par- 
True  to  his  ideals, 
ig  Shou-yu  spoke  out 
ist  Mao's  policies.  As 
;ult,  he  was  arrested, 
ired,  and  thrown  into 
istant  labor  camp. 
;  Chang,  then  18,  vis- 
him  a  year  later.  "His 
ilue  jacket  hung  loose 
im,  and  his  rolled-up 
ier  legs  revealed  a 
of  very  thin  legs  with 
linent  sinews,"  she  writes.  "His  sun- 
jn  face  was  wrinkled,  and  his  hair 
almost  gray."  He  was  48. 
iroughout  the  Mao  years,  Jung 
ig  tried  to  fit  into  a  society  divorced 
logic.  After  Mao  launched  an  at- 
against  sparrows  because  they  ate 
nuch  grain,  she  found  herself  beat- 
in  metal  saucepans  to  "exhaust"  the 
i  with  noise.  She  even  became  a  Red 
•d  and  traveled  to  Beijing  to  pay 
ige  to  the  Great  Leader.  But  despite 
lew  name,  she  hated  violence.  When 


mn  a  seemingly 
endless  cycle  of 
oppressors,  the 
Communists  are  the 
most  destructive 


vengeful  classmates  began  beating  her 
exacting  philosophy  teacher  for  being 
"decadent,"  she  sneaked  out  of  the 
room,  repulsed. 

At  their  worst,  the  Maoists  conducted 
mindless  witch-hunts,  book  burnings, 
and  temple  desecrations.  Even  in  rare 
times  of  relative  tranquility,  the  Commu- 
nist Party  was  insidiously  intrusive.  In 
1949,  Chang's  parents  needed  the  party's 
permission  to  marry,  and  her  mother 
was  constantly  under  attack  for  the 
bourgeois  crime  of  "putting  family 


first."  There  was  no  need 
for  a  massive  security 
agency  such  as  the  KGB, 
/  I  Chang  observes.  By  stok- 

\  I  ing  hatred,  Mao  "had 

y  I  managed  to  turn  the  peo- 

ple into  the  ultimate 
weapon  of  dictatorship." 

As  her  parents  suffered 
ever  greater  indignities, 
Jung  Chang  grew  increas- 
ingly disillusioned.  But 
not  until  1974  did  it  sink 
in  that  Mao — not  just  his 
wife  and  supporters — was 
behind  the  madness. 
When  Mao  died  in  1976, 
Chang  only  feigned  dis- 
tress. "In  bringing  out 
and  nourishing  the  worst 
in  people,  Mao  had  created  a  moral 
wasteland  and  a  land  of  hatred,"  she 
says. 

Without  preaching,  Wild  Sivans  con- 
veys the  human  cost  of  totalitarianism 
through  rich  details  and  powerful  anec- 
dotes. While  Jung  Chang  was  never  ar- 
rested, readers  can't  help  but  feel  that 
this  young  woman  spent  her  first  26 
years  in  a  jail  called  China.  Her  story 
ends  in  1978,  when  she  managed  to  get 
permission  to  study  in  Britain,  where 
she  now  teaches.  But  back  in  Bejing,  as 


But  now  that  the  HP  DeskJet  500  is 
under  $600,  he  can  have  both. 


something  more  refined  than 
dot  matrix,  there's  only  one  way 
to  go.  Call  1-800-752-0900, 
Ext.  2583  for  your  authorized 
HP  dealer.  You  don't  have  to  pay 
laser  prices  to  get  laser  quality. 


HP  Peripherals 

When  it's  important  to  you. 


m-rm  HEWLETT 
mHPM  PACKARD 
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Can  vour  business  afford 

mr 

to  have  an  800 number? 


GOSU* 


If  you  think  your  business  is  too  small 
to  have  an  800  number,  we  have  good 
news  for  you.  Because  now  AT&T  offers 
two  800  services  specifically  for  small 
businesses  like  yours. 

For  as  little  as  $6.00  a  month." 
you  can  enjoy  the  advantages 
of  AT&T  800  Service. 

Putting  AT&T  800  Service  to  work  for 
your  business  couldn't  be  easier  or  more  affordable 
It  works  over  your  existing  phone  line  and  there's 
no  special  equipment  needed.  And  with  AT&T  800 
Service,  you'll  be  able  to  receive  calls  from  both 
inside  and  outside  your  home  state."  So  you'll  be 
able  to  better  service  your  current  customers  and 
get  new  ones. 

<£  1991  AT&T 

*P1us  installation  fee  and  usage 
"Pending  FCC  and  state  approvals 
'"Pending  FCC  approval  Free  minutes  apph  to  first  full 
billing  month  Other  restrictions  mav  appi\ 


We've  designed  our  800  Service  with 
your  needs  in  mind. 

We  know  that  businesses  come  in  different  sizes 
with  different  needs.  That's  why  weVe  created 
different  800  services.  Whether  you  choose  AT&' 
STARTERLINE1"  Service"  or  AT&T  800  READYLIN 
Service,  there's  no  minimum  monthly  usage  requ 
ment.  So  you'll  pay  for  only  the  calls  you  actually 
receive.  And.  of  course,  both  automatically  come 
the  exclusive  AT&T  800  Assurance  Policy  Should 
something  happen  and  you  can't  receive  your  80( 
calls,  we  guarantee  to  get  you  back  in  touch  with 
your  customers  within  30  minutes  or  less. 

AT&T  800  STARTERLINE  Service  or  AT&T  8 
READYLINE  Service— we  ll  help  you  choo 
the  one  that's  right  for  your  business. 

If  you  expect  to  average  less  than  3  hours  of  cal 
month.  800  STARTERLINE  Service  is  the  right  d 
for  you.  You'll  pay  only  S6.00  a  month— with  no  m 
mum  monthly  usage  requirement 


Can  your  business 
afford  not  to? 


4    For  businesses  that  expect  to  average  more 
than  3  hours  of  calls  a  month,  there's 
800  READYLINE  Service  which  is  only 
S20.00  a  month.'  And  with  800  READYLINE 
Service  you'll  also  be  able  to  enjoy  such 
AT&T  advantages  as  automatic  volume 
discounts,  custom-tailored  billing 
reports  and  optional  call  routing.  And, 
it  too  has  no  minimum  monthly  usage 
requirement. 


Best  of  all,  if  you  sign  up  by  December  9, 1991, 
you'll  be  able  to  enjoy  another  AT&T  advantage— 
up  to  120  minutes  of  calls— FREE*** 

Choose  800  STARTERLINE  Service  and  you'll  receive 
30  minutes  of  calls  free.  Sign  up  for  800  READYLINE 
Service  and  you'll  receive  120  minutes  of  calls  free! 
And  all  it  takes  is  one  phone  call. 


Call  today  for  this  exclusive  offer 

1  800  225  1223 


AT&T 

The  right  choice. 


IN  THE  PAST  10  YEARS, 

Your  Investment  could  have  grown 

407.28%' 


SO  WHAT  ARE  YOU  GOING  TO  DO  THIS  YEAR? 
Introducing  The  No-Load  IAI  Regional  Fund. 

ONE  YEAR 
AV.  ANNUAL  RETURN 

8.23%' 


FIVE  YEAR 
AV.  ANNUAL  RETURN 

12.36%' 


TEN  YEAR 
AV.  ANNUAL  RETURN 

17.63%' 


You've  read  about  the  IAI  Regional  fund  in  Money,  Changing  Times,  Forbes,  Business 
Week,  US  News  &  World  Report  and  other  respected  publications. 


For  FREE  Information  &  Prospectus,  call 

1-800-945-3863 

exL  9309 

In  the  Twin  Cities  Metro  area,  please  call  (012)  376-2700. 


m 


*Total  returns  include  changes  in  share  price, 
all  recurring  fees,  and  reinvestment  of  income 
and  capital  gains.  Data  is  based  on  investment 
periods  ending  6/30/91.  Returns  are 
historical,  but  past  performance  is  not  a 
guarantee  of  future  results.  As  with  any 
mutual  fund  investment,  share  price  and  yield 
fluctuate,  and  share  price  may  be  more  or  less 
than  original  cost  upon  redemption.  Please 
read  the  funds'  prospectus  carefully  before 
investing.  Funds  distributed  by  IAI  Securities 
Inc.  Member  SIPC. 

Investment  Advisers  Inc.  funds  group  p.o.  box  357  Mpis,  mn  55440 


Every  year  thousands  of  babies  die 
of  choking,  suffocating  or  other 
breathing  emergencies  Don't 
let  yours  be  one  of  them 


ONLY  THEY  CAM 


+ 


American  Red  Cross 


the  Tiananmen  massacre  in  1989  sfwj| 
the  torturous  saga  continues. 

by  joyce  barnW:; 

Barnathan,  a  Russian  and  Chinese  sma  - 
ist,  witnessed  upheaval  in  China  cf-u 
the  final  days  of  Mao. 


BOOK  BRIEFS  I 


A  BETTER  IDEA: 
REDEFINING  THE  WAY  AMERICANS  WO| 

By  Donald  E.  Petersen  and  John  Hillkirk 
Houghton  Mifflin  •  270pp  •  $24.95 

HOW  FORD  DID  IT 


Virtually  everyone  who  workd 
Ford  Motor  Co.  in  1964  wj 
credit  for  creating  the  Mus 
Lee  A.  Iacocca  got  the  lion's  share, I 
ing  on  the  cover  of  Time  and  TVeM'sl 
Yet  in  his  new  book,  Don  Petersen! 
later  became  chairman,  recalls  the 
car's  birth  as  "an  early  example  o\ 
cessful  teamwork  at  Ford."  He 
Iacocca  and  Don  Frey  as  his  bosses 
Sperlich  and  himself  as  the  plar 
two  designers,  and  three  engineer! 
don't  think  Lee  will  mind,"  he  adds] 
say  that  Hal  Sperlich,  who  worke 
me,  was  the  key  person  on  the  te 

Petersen,  now  retired,  is  clearl 
glory-hound.  About  the  only  ac 
ments  at  Ford  for  which  he  claims 
are  inviting  quality  guru  W.  Ed 
Deming  in,  visiting  lots  of  plants  t| 
courage  employee  involvement,  an 
ing  a  personality  test  with  Ford 
dent-to-be  Harold  A.  "Red"  Polin 
each  would  better  understand  the 

In  the  same  spirit,  Petersen's  bo 
neither  a  self-serving  career  memoi: 
a  corporate  kiss-and-tell,  but  a  m 
er's  guide.  His  message:  Giving  wo 
more  authority  will  lead  to  a  wells 
of  innovation.  Or,  as  he  told  me 
months  ago:  "The  same  stuff  I  us 
bore  you  reporters  with:  team 
trust,  cooperation,  empowering  peo 
Boring  or  just  consistent,  Peterse 
results.  Under  him,  Ford  topped  Ge 
Motors  Corp.  in  profits  for  two  str 
years.  Its  costs  became  the  lo 
among  Detroit  auto  makers,  and  i 
bor  relations  the  best.  For  execu 
seeking  to  duplicate  such  success 
book's  six  core  chapters  explain 
Ford  helped  its  workers  adopt  more 
ductive  attitudes.  Each  ends  with  a 
of  "ideas  for  action."  Later  chap 
show  that  employee  involvement 
work  in  service  industries  and  over 
units.  Some  managers  may  write  ofl 
tersen's  prescriptions,  which  he  ad 
derive  largely  from  the  Golden  Ruk 
simplistic  and  obvious.  But  the  evid< 
is  that  what  Petersen  says  works 
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Economic  Viewpoint 


A  JAPANESE  BUDDY  SYSTEM  THAT 
COULD  BENEFIT  U.S.  BUSINESS 


BY  ALAN  S.  BLINDER 


The  long-term 
relationships  that 
define  a  production 
keiretsu  might  be  a 
creative  answer  to 
an  old  question: 
Which  activities  are 
best  conducted 
inside  the  company 
and  which  are  best 
left  to  the  market? 


ALAN  S.  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER. 


Last  month,  I  examined  the  first  of  three 
theories  that  purport  to  lay  bare  the  "se- 
cret" of  the  Japanese  economic  miracle: 
the  notion  that  industrial  policy  held  the  key. 
I  concluded  that  while  the  theory  holds  several 
big  grains  of  truth  for  the  1950s  and  1960s,  it 
does  not  go  far  in  explaining  Japan's  continued 
industrial  dynamism  in  the  1970s  and  1980s. 
More  important,  it  is  not  something  the  U.  S. 
should  try  to  emulate. 

A  second  theory  holds  more  promise  in  this 
regard:  that  certain  distinctively  Japanese 
business  practices  account  for  their  success 
in  world  markets.  Prominent  among  these  is 
the  keiretsu,  the  unique  form  of  business  or- 
ganization that  links  companies  together  in 
industrial  groups.  Keiretsu  are  often  portrayed 
as  exclusionary  devices  that  make  Japanese 
companies  unduly  clannish  and  insular.  How 
can  such  apparently  restrictive  business  prac- 
tices promote  efficiency? 

In  attempting  an  answer,  it  is  essential  to 
distinguish  between  two  types  of  keiretsu.  The 
so-called  financial  keiretsu— such  as  Mitsui, 
Mitsubishi,  and  Sumitomo— probably  garner 
more  attention  than  they  deserve.  These  large 
groups  of  often-unrelated  companies,  including 
a  main  bank,  other  financial  institutions,  and  a 
giant  trading  company,  are  linked  together 
by  cross-holdings  of  shares,  by  sales  and  pur- 
chases within  the  group,  and  by  formal  and  in- 
formal consultations.  Group  membership  may 
offer  various  benefits  to  individual  companies. 
But  it  is  hard  to  fathom  the  synergies  that  de- 
rive from  linking  together,  say,  a  consumer 
electronics  manufacturer,  a  bank,  and  a  beer 
company. 

managerial  monsters.  The  so-called  pro- 
duction keiretsu— exemplified  by  Toyota  Motor 
Corp.  and  its  friends— is  best  thought  of  as  a 
web  of  interlocking  long-term  relationships 
between  a  big  manufacturer  and  its  main  sup- 
pliers. This  Japanese  invention  is  a  creative 
answer  to  an  old  question  in  economics:  Which 
activities  are  best  conducted  inside  the  com- 
pany and  which  of  them  are  best  left  to  the 
market? 

The  pros  and  cons  of  each  method  are  well- 
known.  If  parts  are  purchased  on  the  open 
market,  the  buyer  may  find  it  difficult  to  en- 
sure that  they  are  fully  customized  and  deliv- 
ered on  time.  By  merging  with  or  acquiring  its 
suppliers  ("vertically  integrating"),  a  manufac- 
turer can  control  parts  supply.  But  if  thou- 
sands of  components  are  required,  no  company 
can  produce  them  all  itself;  attempting  to  do 
so  would  create  an  unmanageable  managerial 
monster.  Furthermore,  providing  incentives 
for  innovation  and  efficiency  is  a  tricky  busi- 
ness when  suppliers  serve  just  one  customer— 


and  a  captive  one  at  that.  Such  incentive 
course,  come  naturally  within  a  compete 
marketplace. 

Most  American  companies  see  verticM 
tegration  and  arm's-length  purchases  iiT 
marketplace  as  the  two  alternatives;  an<j 
ferent  companies  blend  them  in  different 
portions.  But  the  Japanese  have  hit  upc 
imaginative  third  way.  When  Toyota,  Hi 
and  other  Japanese  giants  go  looking  for 
they  do  not  shop  on  a  truly  open  mai 
they  turn  first  to  their  regular  suppliers.! 
the  deals  they  make  are  not  arm's-le| 
transactions  but  rather  part  of  ongoing 
ness  relationships  that  all  parties  expel 
continue.  The  sturdy,  but  not  indestruci 
relationships  that  constitute  the  produj 
keiretsu  seem  to  combine  artfully  the  [ 
trasting  virtues  of  hierarchical  control! 
market  competition. 
ersatz  market.  One  secret  is  to  promisel 
pliers  stability,  but  not  too  much  stabl 
Once  admitted  to  the  inner  circle,  a  supplif 
parts  to,  say,  Toyota  knows  it  will  not 
lose  the  giant  company's  business.  So  itl 
every  reason  to  be  reliable,  to  share  infol 
tion  with  Toyota,  to  participate  in  joint  dl 
opment  of  new  products,  and  so  on.  Ger[ 
Motors  Corp.'s  suppliers  enjoy  less  seed 
and  hence  have  less  reason  to  invest  in  th| 
lationship. 

But  how  do  Toyota  and  other  core  cor] 
nies  prevent  their  suppliers  from  growind 
and  lazy  in  these  cozy  relationships?  Pai] 
the  answer  is  that  core  companies  mair 
several  suppliers  for  most  parts  and 
"market  shares"  to  reward  the  best  perfor 
and  punish  the  worst.  Thus,  a  kind  of  er 
market  is  created  within  the  keiretsu. 

Another  part  of  the  answer  is  epitomize 
the  Christmas  song  that  warns  children 
Santa  "knows  if  you've  been  bad  or  gooc 
be  good  for  goodness'  sake!"  While  Toy 
may  have  only  two  or  three  suppliers 
particular  part,  it  watches  them  closely, 
watchfulness  extends  beyond  simply  mon| 
ing  delivery  and  compliance  with  quality 
dards.  It  may  include  visits— even  protra<| 
visits— by  Toyota  engineers  and  managenl 
personnel.  While  suppliers  benefit  from  pj 
leged  access  to  Toyota's  expertise,  they 
lose  much  of  their  privacy. 

The  astounding  success  of  Japanese 
and  electronics  companies  suggests  that  j 
long-term  relationships  that  define  a  prod 
tion  keiretsu  might  be  a  better  coordinaf 
mechanism  than  either  vertical  integration 
open  markets— at  least  in  some  U.  S.  in<j 
tries.  If  so,  American  business  can  learn 
from  the  Japanese  example. 
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conomic  Trends 


BY  GENE  KORETZ 


CONSUMERS  CAN'T 
SPEND  IT  IF  IT  S  GOING 
TO  THE  TAXMAN 


With  household  spending  account- 
ing for  some  65%  of  total  demand, 
no  decent  economic  expansion  can  pos- 
sibly take  hold  without  a  pickup  in  con- 
sumption. Yet  consumer  spending  has 
been  notably  weak  in  the  current  re- 
covery, and  efforts  by  the  Federal  Re- 
serve to  quicken  the  pace  of  economic 
activity  have  thus  far  met  with  only 
scant  success. 

In  a  recent  analysis,  economist  Lacy 
H.  Hunt  of  HongkongBank  Group  un- 
derscores a  hurdle  complicating  the 
Fed's  task.  "In  one  of  the  worst  blunders 
of  modern  economic  policy,"  Hunt  says, 
"federal  taxes  were  hiked  sharply  during 
the  1990-91  recession  at  a  time  when 


ARE  RISING  TAX  RATES 
HOBBLING  RECOVERY? 


ALL  FEDERAL,  STATE, 
AND  LOCAL  TAXES  PAID 
BY  FAMILIES  AND  INDIVIDUALS 


FOUR  QUARTER  MOVING  AVERAGE 


'68  70  72  74  76  78  '80  '82  '84  '86  '88  '91 
▲  PERCENT  OF  TOTAL  PERSONAL  INCOME  LESS  TRANSFER  PAYMENTS 
DATA:  COMMERCE  DEFT  ,  HONGKONGBANK  GROUP 


both  economic  common  sense  and  his- 
torical precedent  argued  that  they 
should  have  been  cut."  In  fact,  by  June, 
the  latest  tax  hikes  had  helped  push  the 
federal  tax  bite  to  17.3%  of  personal  in- 
come less  transfer  payments— only  slight- 
ly below  its  17.8%  level  in  September, 
1981,  just  before  the  much-heralded  Rea- 
gan tax  cuts  began  to  take  effect. 

Although  it  was  intended  to  reduce 
the  federal  deficit,  claims  Hunt,  "the  fed- 
eral tax  increase  actually  served  to  crys- 
tallize recessionary  forces  and  to  make 
them  more  severe,  thus  slowing  rev- 
enue growth  and  deepening  the  deficit." 
Federal  tax  revenues  in  the  first  10 
months  of  the  current  fiscal  year,  he 
notes,  were  up  only  2.2%— far  below  pro- 
jected levels  and  only  half  the  gain  post- 
ed in  the  first  10  months  of  fiscal  1990. 

In  previous  recessions,  of  course,  tax 
rates  were  often  cut  to  help  fuel  an  eco- 


nomic turnaround.  Moreover,  the  pro- 
gressivity  of  the  income  tax  system  it- 
self acted  as  an  important  automatic  sta- 
bilizer, since  households  whose  incomes 
declined  because  of  the  recession  fell 
into  lower  tax  brackets.  This  time 
around,  however,  the  flattening  of  tax 
brackets  has  muted  the  countercyclical 
effect  of  the  tax  system  during  down- 
turns, and  the  huge  federal  deficit  pre- 
cludes significant  tax  relief. 

To  make  matters  worse,  some  34 
states  followed  the  federal  government's 
example  and  enacted  tax  increases  last 
year.  As  a  result,  the  combined  federal, 
state,  and  local  tax  rate  on  individual 
and  family  incomes  hit  22.3%  in  June,  an 
all-time  high.  And  with  other  rises  in 
state  and  local  levies  either  pending  or 
now  taking  effect,  plus  a  hike  in  medi- 
care taxes  imposed  on  upper-income  in- 
dividuals, the  tax  burden  will  grow  even 
more  onerous  in  the  months  ahead. 

"Historically,  recessions  have  been 
brought  to  an  end  by  a  partnership  be- 
tween monetary  and  tax  policy,"  says 
Hunt.  "Never  in  the  past  has  the  U.  S. 
economy  staged  a  successful  recovery 
with  the  average  tax  rate  on  households 
so  high— and  rising."  If  monetary  policy 
is  to  offset  the  impact  of  rising  taxes,  he 
argues,  "the  Fed  will  have  to  ease  a  lot 
more  aggressively  than  it  has  so  far." 


CREDIT  UNIONS 
CAN  STILL  HOLD 
THEIR  HEADS  HIGH 


The  recession  may  have  put  the 
squeeze  on  financially  troubled  banks 
and  thrifts,  but  credit  unions  have  actu- 
ally strengthened  this  year.  So  says 
VERIBANC  Inc.,  a  bank-rating  company 
serving  consumers  and  small  business. 

According  to  VERIBANC's  analysis  of 
data  released  by  the  National  Credit 
Union  Administration,  which  covers 
some  12,000  credit  unions,  the  nonprofit 
industry's  return  on  assets  was  0.63%  in 
the  first  six  months  of  1991,  the  same 
level  it  averaged  in  the  last  half  of  last 
year.  But  the  percent  of  credit  unions 
with  negative  equity  declined  from  3.4% 
to  2.7%.  And  the  size  of  problem  loans, 
less  loss  reserves  as  a  percent  of  equity, 
also  fell,  from  6.29%  to  3.97%. 

Why  have  credit  unions  stayed  rela- 
tively healthy?  "Even  the  largest  are 
small  compared  to  the  size  of  most  trou- 
bled banks,"  says  Warren  G.  Heller, 
VERIBANC's  research  director,  "and  they 
have  tended  to  avoid  riskier  lending 
areas."  As  of  June  30,  for  example,  fore- 
closed real  estate  amounted  to  only  0.4% 
of  total  property  loans  by  credit  unions, 
compared  to  2.9%  for  banks. 


NEW  HOME  SALES 
ARE  LIVELIER 
THAN  THEY  SEEM 


One  aspect  of  the  current  ho 
recovery  that  has  raised 
about  its  underlying  strength  is  th 
parity  between  the  strong  upswi 
single-family  housing  starts  and  the 
est  pickup  in  new-home  sales.  At 
count,  the  starts  were  up  a  healthy 
above  their  recession  trough  last 
uary.  By  contrast,  sales  of  new  horn 
July  were  only  14%  higher  than 
January  low. 

Economists  at  Fannie  Mae,  how 
point  out  that  most  of  this  differen 
a  statistical  artifact.  They  note 
housing  activity  in  the  Midwest  has 
relatively  strong  this  year  and 
about  half  of  the  homes  built  there 
so-called  owner-  or  contract-built  he 
constructed  on  owners'  land— compl 
with  about  one-third  for  the  rest  of 
nation.  In  government  statistics, 
contract-built  homes  are  included  in 
on  housing  starts,  but  not  in  datij 
new-home  sales. 

The  upshot  is  that  the  reh 
strength  of  the  Midwest  is  tendinj 
depress  new-home  sales  data.  Fal 
Mae  economists  estimate  that  if  tha 
gional  composition  of  housing  acti| 
hadn't  changed  this  year,  sales  of 
single-family  homes  in  July  would 
been  20%  higher  than  reported,  or 
above  their  low— almost  exactly  in 
with  the  recovery  in  starts. 
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ousing  isn't  the  only  area  in  w| 
the  Midwest  is  doing  relatively 
At  last  count,  retail  sales  there 
up  3.4%  over  the  past  year,  comp£ 
with  a  1.9%  rise  nationally.  And  in 
&  Bradstreet  Corp.'s  latest  survej 
business  sentiment,  the  East  North 
tral  (Michigan,  Wisconsin,  Illinois, 
and  Indiana)  and  West  North  Cer 
states  (Minnesota,  the  Dakotas, 
souri,  Nebraska,  Kansas,  and  Iowa)  vl 
two  of  only  three  regions  expectinl 
stronger  fourth  quarter  (the  other  1 
the  Mountain  region).  Indeed,  ofl 
nine  Census  Bureau  regions,  the  II 
North  Central  region  was  the  only  I 
anticipating  a  pickup  in  profits,  w| 
the  West  North  Central  region  posl 
the  sharpest  rises  in  both  inventory  j 
employment  expectations. 
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@   Continental  Bank 


GFC 

Greyhound  Financial  Corporation 

a  Dial  Corp  company 

Two  $100,000,000 

Syndicated  Term  Loans 


March  1988/June  1990 
Agenl 


@   Continental  Bank 
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ted  to  planning  for  the  long  run. 
this  ad  more  than  40  years  ago. 


Greyhound  Financial  &  Leasing 
Corporation  AG 

a  Dial  Corp  company 

US$140,000,000 
£40,000,000 

Revolving  Credits 


@   Continental  Bank 


Universal  Coach  Parts 

a  Dial  Corp  company 

ACHED!  Service 


@   Continental  Bank 


The  Dial  Corp 

$360,000,000 

Revolving  Line  of  Credit 


January  1985 


@   Continental  Bank 


GFC 

Greyhound  Financial  Corporation 

a  Dial  Corp  company 

Two  $200,000,000 

Revolving/Term  Facilities 


April  1965 


Participant 


@   Continental  Bank" 


When  someone  tells  you  that  Continental  bankers 
are  forward  thinkers,  just  nod  and  remember  this  ad. 
Because  displayed  in  these  tombstones  is  some  thinking 
that  was  over  40  years  ahead  of  its  time. 

That's  the  age  of  the  oldest  deal  shown  here.  Not  that 
that  should  come  as  any  surprise. 

For  despite  the  fact  that  many  banking  relationships— 
being  subject  to  the  whims  of  economic,  political  and 
social  upheavals— are  extremely  fragile,  we  have  a  remark- 
ably enviable  record  of  keeping  them  intact. 

Of  course  it's  a  mixture  of  listening,  comprehending, 
anticipating  and  delivering,  but  what  it  really  boils  down 
to  is  hard  work.  And  that's  something  we  at  Continental 
have  never  been  afraid  of.  In  fact,  your  Continental  rela- 
tionship manager  is  eagerly  standing  by  right  now. 

Maybe  the  world  of  high  finance  isn't  so  unpredictable 
after  all. 

@  Continental  Bank 

A  new  approach  to  business: 


ta,  Chicago,  Dallas,  Miami,  New  York.  International  offices:  Buenos  Aires,  Caracas,  Frankfurt,  London,  Mexico  City,  Milan,  Santiago,  Sao  Paulo,  Singapore,  Tokyo. 
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IS  THIS  HOW  VOU  FELT 
AFTER  VOUR  LAST  BUSINESS  TRIP 


Did  you  feel  crumpled?  Folded? 
Bent?  Spindled? 

We  know,  we  know.  Taking  a  busi- 
ness trip  can  really  take  its  toll,  as  you 
rush  from  airports  to  hotels  to  meet- 
ings. And  back  again. 

That's  why,  at  Alaska  Airlines,  we 
try  to  do  all  we  can  to  make  you  feel 


comfortable,  at  home  and  relaxed. 

We  start  with  small,  but  welcome 
touches  like  fresh,  delicious  meals. 
Complimentary  wines.  And  seats  with 
a  tad  more  legroom. 

Mostly,  though,  we  try  to  be 
thoughtful,  friendly  and  kind.  In  hopes 
that  we  can  smooth  out  some  of  the 


I 

rough  edges  of  business  travel. 

Next  trip  up  or  down  the  wes^ 
coast,  call  your  travel  agent  or  Alask 
Airlines  at  1-800-426-0333.  We'll  try 
to  handle  you  a  bit  more  gently. 
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3TE  Wants  to  Help  Kids 
With  Their  Calling. 


Entrepreneur.  Doctor.  Actor. 
Lawyer.  Engineer. 

Whatever  career  path  a  student 
chooses,  the  chances  of  walking  it 
successfully  improve  ten-fold  with 
a  quality  education.  That's  why 
GTE  created  programs  to  help  kids 
get  the  most  out  of  the  classroom, 
and  subsequently  get  the  most  out 
of  their  calling  in  life. 

Our  GIFT  program  (Growth 
Initiative  For  Teachers),  sends 
teachers  back  to  school,  to  master 
modern  learning  tools,  so  they  can 
help  students  master  them. 

Another,  Adopt  A  School,  en- 
courages our  own  employees  to  be 
volunteer  tutors,  by  donating  some 
of  their  extra  time  to  offer  kids  extra 
help  with  difficult  subjects. 

We've  also  created  the  GTE 
Academic  Ail-American  Endow- 
ment, which  awards  scholarships 
to  the  college  students  who  stand 
out  both  in  the  classroom  and  on 
the  playing  field. 

And  Common  Sense,  a  partner- 
ship program  with  the  National 
PTA,  helps  parents  help  kids  to  stay 
off  drugs,  and  stay  in  school. 

Were  proud  to  help  improve  the 
quality  of  education  for  Americas 
students.  We  hope  our  efforts  will 
inspire  other  companies  to  do  the 
same.  The  way  we  see  it,  if  you're 
strengthening  today's  student, 
you're  strengthening  tomorrow's 
professional. 


THE  POWER  IS  ON 
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You've  probably  seen 


recent  press  articles  on 
"repetitive  motion"  injuries 
suffered  by  computer  users. 
The  problem  is  significant. 
Workstation  design  and  worker 
rest  periods  have  already  been 
regulated  in  San  Francisco,- 
federal  guidelines  will  follow. 

Logitech  can  help. 

We  make  computer  mice, 
and  more  of  them  than  any 
other  company. 

Mice  not  only  make 
computing  easier  and  faster 


MouseMan®- 
uniquely  ergonomic 
right-handed  design 


MouseMon  Cordless  First™  Mouse  - 

uniquely  ergonomic  Radio  Mouse  -  operates      a  comfortable  mc| 

left-handed  design  anywhere  on  the  desktop     at  a  comfortable 


but,  when  correctly  shaped      motion  injuries.01 


and  ergonomics  researchers 


for  an  individual's  hand,  they  Working  closely  with  and  consumer  testers,  we'v 
reduce  the  risk  of  repetitive      industrial  designers,  medical     developed  mice  that  are  mce 

1  Based  on  research  by  World  Health  Org.,  US  Dept.  of  Health  ond  Human  Services,  Logitech,  ond  others;  included  in  backgrounder  referenced  obove. 


ingers  To  The  Bone? 


ffi- 

i  power  and 
/  of  the  thumb 


TrackMan  Portable  - 
ideal  laptop/desktop 
solution 


Kidz™  Mouse  - 
makes  computing 
fun  and  easy 


Keyboard  Wrist  Pad!zi- 
over  35%  off  at 
participating  dealers 


fortable  in  more  types  of 
Is  (left  and  right)  than 


shape,  weight,  sensitivity  and 
three-button  programmability 


Available  for  IBM®  compatible 
personal  computers,  Macs,® 
and  Sun™  workstations,  each 
mouse  carries  a  lifetime 
warranty  and  software  com- 
patibility guarantee.  Try  them 
where  you  see  our  hands-on 
dealer  display.  Corporate 
buyers  might  also  want  to 
read  our  detailed  backgrounder 
on  the  subject  -  Computing 
Ergonomics.  For  a  copy,  or  the 
location  of  your  local  dealer, 
call  800  231-771 7  ext.  480. 


LOGITECH 

Tools  That  Power  The  Desktop. 


other  brand.  And  their       minimize  user  effort.(1) 

ed  by  the  American  Not.  Standard  for  Humon  Foctors  Engineering.  ®/tM  ■  trademarks  are  the  property  of  their  respective  owners 


Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  Firs  Interstate 
commercial  baiker  on 
your  team,  yoinave  an 
ally  to  help  harile  the 
financial  needsof  your 
business. 


Our  commrcial 
bankers  are  dedicated  1 
professionals,  conmittedi 
to  establishing  ong-term | 
relationships  w:h  their 
customers.  Relcionships. 
built  on  trust,  rsponsive- 
ness  and  flexib  ity  Rela- 
tionships desigied  to 
help  meet  the  neds  of 
your  company-now  and 
in  the  future. 

There  are  regional 
commercial  balking  cen 
ters  located  thraghout 
California.  Let  is  know 
how  we  can  hel]  you- 
then watch  us  g>  to  work. 


O 


First 

Interstate 

Bank 

We  go  the  extra  mile  yryou". 


Member  FDIL 


FICA 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


H  E  THIRD  QUARTER  WAS  O.K., 
Jl  T  LOOK  OUT  FOR  THE  FOURTH 


ADING  INDEX 
PS  TO  REST 


'91  AUG 

=100 
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all  the  gloomy  talk  lately,  you  would  hardly 
•lieve  that  the  economy  actually  grew  in  the  third 
tarter  for  the  first  time  since  last  summer.  The 
word  comes  on  Oct.  29,  when  the  Commerce 
?ports  on  gross  national  product.  But  so  far,  real 
on  course  to  post  a  gain — perhaps  even  greater 
e  2.9%  annual  pace  now  generally  expected.  So 
the  downbeat  talk? 

vorry  is  the  fourth  quarter.  Many  of  the  pluses 
ed  the  economy  in  the  third  quarter  turned  into 
3  as  the  quarter  wore  on.  Consumer  spending 
out  like  gangbusters,  ensuring  a  sizable  contri- 
.o  GNP,  but  then  faded.  The  housing  recovery  also 
-martly  to  growth  but  then  lost  momentum. 

In  addition,  the  outlook  for 
auto  production,  a  big  part  of 
the  summer  gains  in  manufac- 
turing, dimmed  as  car  sales  fell 
off.  Higher  factory  output  re- 
sulted in  a  reduced  rate  of  in- 
ventory liquidation  in  the  third 
quarter,  which  also  boosted  GNP 
growth.  But  without  sustained 
demand  growth,  further  produc- 
tion gains  are  at  risk. 
^^^^^^^^"1     The    government's  latest 
f  indicators  isn't  encouraging.  Its  leading  index, 
s  supposed  to  tell  us  where  we're  headed,  was 
?ed  in  August  after  six  consecutive  gains  (chart), 
•esn't  necessarily  mean  that  the  recovery  is  stall- 
.  But  with  only  one  exception,  this  is  the  first 
any  postwar  recovery  that  the  index  has  stopped 
his  early  into  an  upturn.  The  exception  was  the 
:ed  recover}-  in  1980. 

ndex  of  coincident  indicators,  those  that  tell  us 
ve  are,  also  looks  tired.  Because  it  bottomed  back 
eh,  and  given  its  influence  in  the  dating  of  busi- 
cles,  this  index  strongly  argues  that  the  recovery 
i  months  old  in  October.  However,  after  rising  for 
msecutive  months,  it  stopped  growing  in  July  and 
!ower  in  August.  That's  another  sign  that  the 
lost  some  steam  in  the  third  quarter. 

H»  HIES  It's  not  just  the  indicators.  Companies 
I  "G,  also  express  growing  doubt  about  the 
I  ®       economy's  strength  in  coming  months. 

^  Dun  &  Bradstreet  Corp.'s  latest  survey 
m  3  )  executives  shows  that  business  optimism  about 
wui  juarter  sales,  profits,  orders,  and  such  fell  from 
we  rd-quarter  reading,  which  was  below  the  level 


immediately  after  the  end  of  the  gulf  war.  Except  for 
the  depressing  period  during  the  Mideast  crisis,  business 
optimism  is  the  lowest  in  more  than  eight  years.  That's  a 
little  disconcerting  this  far  along  in  a  recovery. 

D&B  says  that  fourth-quarter  expectations  for  sales 
and  profits  fell  in  every  industry  grouping.  Fewer  com- 
panies expected  to  increase  prices,  and  the  employment 
outlook  slid  back  near  its  recession  low.  Wholesalers  and 
services  companies  reported  the  sharpest  declines  in  opti- 
mism. Retailers  and  manufacturers  also  lost  confidence, 
but  manufacturers  seemed  less  gloomy  than  most. 

That  makes  sense.  As  of  right  now,  the  recovery  has  a 
split  personality:  Manufacturing  is  doing  well,  but  ser- 
vices are  still  floundering.  Factory  output  is  rising  in 
response  to  the  postwar  pickup  in  spending,  because 
businesses  had  shrunk  their  inventories  during  the  reces- 
sion. But  many  service  companies  are  downsizing  pay- 
rolls in  an  effort  to  cut  costs  and  boost  earnings. 

The  factory  rebound  contin- 
ued in  September,  says  the  Na- 
tional Association  of  Purchasing 
Management's  latest  reading  of 
industrial  activity.  The  purchas- 
ing managers'  index — a  compos- 
ite of  orders,  production,  em- 
ployment, inventories,  and 
supplier  deliveries — rose  for  the 
seventh  month  in  a  row  (chart). 

The  index  edged  up  from  54.8 
in  August  to  55  in  September, 


PURCHASERS 
REMAIN  UPBEAT 


—  PURCHASING 
MANAGERS' 
—  INDEX  — 


SEPT  90  SEPT.  '91 

A  PERCENT  REPORTING  IMPROVEMENT 

DATA  NATIONAL  ASSOCIATION  Of  PURCHASING 
MANAGEMENT 


the  highest  level  since  December,  1988.  The  reading  was 
the  fourth  straight  greater  than  50%,  the  dividing  line 
between  expansion  and  contraction  in  manufacturing. 

Production  continued  to  gain  ground  in  September, 
according  to  the  NAPM,  and  that  bodes  well  for  growth 
in  both  factory  employment  and  inventories.  The  pur- 
chasers reported  that  companies  liquidated  their  stock- 
piles at  the  slowest  pace  in  two  years.  When  the  rate  of 
inventory  cutting  slows,  it's  a  plus  for  GNP  growth. 

But  will  businesses  feel  comfortable  enough  with  the 
pace  of  demand  to  start  adding  to  their  inventories  in  the 
fourth  quarter,  thus  giving  the  economy  a  further 
boost?  Only  consumers  can  answer  that  question. 

SHOPPERS  Consumers  spent  like  there  was  no  to- 
BINGED,  morrow  at  the  beginning  of  the  third 
THEN  GOT  quarter.  Inflation-adjusted  outlays  rose 
STINGY         0.6%  in  July,  the  strongest  increase  since 

the  1.1%  surge  in  March  at  the  end  of  the  gulf  war. 

However,  spending  fell  by  0.2%  in  August.  And  in  Sep- 
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CONSUMERS  MAY  BE 
RIDING  FOR  A  FALL 


\ 


JAN. TO  AUG. 
GROWTH  RATES 


REAL  CONSUMER   REAL  AFTERTAX 
SPENDING  INCOME 
▲  PERCENT,  ANNUAL  RATES 

DATA  COMMERCE  DEPT.,  8W 


tember,  judging  by  weak  car  sales  and  the  decline  in 
consumer  confidence,  spending  was  tepid  as  well. 

Still,  even  if  outlays  were  unchanged  last  month, 
spending  for  the  third  quarter  would  rise  at  an  annual 
rate  of  3.7%  from  the  second-quarter  level.  That's  a 
sizable  boost  from  a  sector  that  is  two-thirds  of  GNP. 

The  third-quarter  jump  in 
spending  comes  on  the  heels  of 
a  2.5%  increase  in  the  second 
quarter.  Those  two  gains  more 
than  make  up  for  what  consum- 
ers gave  up  during  the  reces- 
sion. There's  only  one  problem: 
Consumers'  incomes  have 
lagged  far  behind  their  spend- 
ing, and  that's  a  red  flag  for 
fourth-quarter  outlays. 
To  be  sure,  consumer  income 
has  grown  this  year,  but  not  at  a  clip  capable  of  support- 
ing the  pace  of  spending  that  consumers  have  enjoyed. 
Both  outlays  and  aftertax  earnings,  adjusted  for  infla- 
tion, hit  bottom  in  January.  Since  then,  real  spending  on 
goods  and  services  has  risen  at  an  annual  rate  of  3.9% 
through  August.  Real  income  is  up  only  2.1%  (chart). 
With  consumers  already  in  poor  financial  condition,  that 
pattern  cannot  continue  without  a  freshet  of  income. 

BREAKING  In  order  to  spend  at  that  rate,  households 
OPEN  THE  have  drained  their  savings  from  4.8%  of 
PIGGY  aftertax  income  in  January  to  3.9%  in  Au- 

BANKS  gust.  This  savings  ratio  is  far  lower  than 
in  the  early  stages  of  any  past  recovery.  So,  consumers 
cannot  rely  on  their  savings  to  finance  future  purchases. 

Heavy  debts  are  weighing  on  new  credit  purchases.  In 
the  second  quarter,  all  consumer  debt  outstanding  stood 
at  a  record  percentage  of  aftertax  income.  In  July,  con- 
sumers liquidated  their  installment  debt  at  a  record  clip. 
That  has  helped  to  reduce  the  interest  cost  of  their  debt, 


but  heavy  mortgage  interest  has  kept  overall  debtfle 
vice  very  near  its  alltime  high  set  in  the  first  quarjir 

Lower  interest  rates  will  eventually  help  consume  £i 
deal  with  their  debts,  and  they  are  already  show 
some  positive  results  on  home  sales.  Although  purchii 
of  existing  homes  fell  in  both  July  and  August,  salt! 
new  single-family  homes  rose  6.7%  in  August,  to  540B 
after  declining  in  July.  However,  lower  rates  cut! 
ways.  They  are  also  depressing  interest  income,  whil 
now  falling  at  the  fastest  rate  in  the  postwar  era.  I 

Consumers  also  have  to  devote  more  of  their  earn! 
to  taxes.  In  the  year  ended  in  August,  all  taxes  pail 
individuals  to  all  levels  of  government  stood  at  a  rejfi 
20%  of  personal  income.  Moreover,  the  tax  bite  on  | 
sumers  has  risen  steadily  during  the  past  two  years! 
first  time  it  has  done  so  during  a  recession. 

Income  gains  are  increasingly 
the  only  option  available  to  con- 
sumers for  continued  growth  in 
spending.  And  that  depends  on 
the  job  market.  But  job  gains  at 
factories  cannot  carry  the  load 
when  service  producers  employ 
three-fourths  of  all  workers. 

Indeed,  new  claims  for  unem- 
ployment insurance  began  ris- 
ing again  in  mid-July,  and  in 
late  September  they  stood  at 
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the  highest  level  since  early  June.  Also,  the  Confenpj 
Board  reports  that  its  index  of  help-wanted  advertiJ 
continued  to  fall  in  August  to  the  lowest  level  in  eg 
years,  another  sign  that  jobs  are  hard  to  come  by  (chl 
So  when  third-quarter  GNP  comes  out,  the  Bush  I 
ministration  will  declare  victory  over  the  forces  of  rej 
sion,  and  most  economists  will  feel  pleased  with  thl 
selves  for  forecasting  the  recovery.  But  unl 
employment  and  incomes  start  growing  faster,  foul 
quarter  GNP  could  be  an  entirely  different  story. 


THE  WEEK  AHEAD 


IHSTALLMEHT  CREDIT 


Monday,  Oct.  7 

Consumer  installment  debt  outstanding 
in  August  is  expected  to  have  posted  a 
decline  of  $1  billion,  according  to  a  sur- 
vey of  economists'  projections  by  mms 
International,  a  unit  of  McGraw-Hill  Inc. 
That  drop  would  follow  a  decrease  of 
$800  million  in  July,  and  it  would  be  the 
eighth  decline  in  the  past  nine  months. 
Through  July,  installment  debt  has 
shrunk  by  0.47c  during  the  past  year. 
That's  the  first  time  since  the  credit  con- 
trols of  1980  that  debt  has  fallen  from 
its  year-ago  level.  Auto  credit  is  con- 
tracting partly  because  consumers  are 
turning  increasingly  to  leasing,  but  all 
forms  of  debt  are  slowing  as  well.  Re- 


volving credit  has  grown  only  6.1%  in 
the  past  year,  down  from  15%  a  year 
ago.  That  suggests  consumers  are  cur- 
tailing their  retail  credit  purchases. 

PRODUCER  PRICE  IHDEX  

Friday,  Oct.  11,  8:30  a.m. 
The  economists  surveyed  by  MMS  expect 
to  see  a  0.2%  increase  in  the  September 
producer  price  index,  the  same  modest 
gain  as  in  August.  Excluding  the  volatile 
food  and  energy  components,  the  pro- 
ducer price  index  is  projected  to  have 
risen  0.2%  as  well.  Higher  food  prices 
are  expected  to  have  offset  a  decline  in 
energy  prices.  During  the  past  year,  the 
ppi  is  up  a  meager  1.8%,  and  the  core 
rate — less  food  and  energy — is  only 
3.3%,  the  lowest  in  three  years. 


RETAIL  SALES 


Friday,  Oct.  11,  8:30  a.m. 
Retail  sales  are  projected  to  haveft 
creased  by  a  tepid  0.2%  in  Septem* 
according  to  the  MMS  survey.  That  wi: 
follow  a  0.7%  decline  in  August.  Son™ 
the  expected  sluggishness  reflects  B 
month's  weakness  in  car  buying.  Inw 
first  two-thirds  of  the  month,  sales 
domestically  made  cars  fell  to  a  5.9 
lion  annual  rate,  from  6.1  million  in 
gust.  Excluding  car  sales,  however, 
tail  buying  is  still  projected  to  have  r 
by  only  0.3%,  compared  to  the  Auf 
decline  of  0.2%.  If  the  forecasts  arc 
the  mark,  inflation-adjusted  retail  s 
in  September  would  be  no  higher  t 
they  were  in  March. 
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We  deliver  more  packages  overnight 
than  anyone  who  delivers  overnight. 


Every  evening,  hundreds  of  thousands  of  packages 
go  by  plane.  Millions  more  go  by  truck.  But  the  impor- 
tant thing  is  that  they  go  UPS. 

You  see,UPS  Next  Day  Air  offers  you  guaranteed 
delivery  by  1030a.m.  Monday-Friday. Or  by  noon  on 
Saturday*  Both  for  far  less  than  our  competition. 

For  deliveries  closer  to  home,UPS  ground  service 
can  save  even  more.  Because  most  of  our  ground  ship- 

"Please  see  our  UPS  Air  Service  Guide  for  full  guarantee  details  ©  1991  United  Parcel  Service  of  America,  In 


ments  within  150  miles  arrive  the  next  business  day. 

No  other  delivery  company  has  the  reach— or  the 
reliability— to  offer  you  such  comprehensive  service. 
More  to  the  point,  no  one  else  offers  you  the  choice. 

So  if  you've  got  an  important  overnight  package 
to  send, the  question  shouldn't  be  who  to  send  1  ^ 
it  with.  But  how  you'd  like  UPS  to  send  it.  [UDS 
We  run  the  tightest  ship  in  the  shipping  business! 
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THE  BRAWL 
OVER  PEACE 

POLITICAL  FISTS  FLY  OVER  MILITARY  SAVINGS 


President  Bush's  decision  to  slash 
the  U.  S.  nuclear  arsenal  is  rewrit- 
ing the  nation's  military  and  diplo- 
matic strategies.  And  if  Moscow  match- 
es Washington's  bold  move,  the  final 
curtain  will  come  down  on  the  cold  war. 

Good  riddance,  yes.  But  will  Bush's 
stunning  arms  initiative,  announced  in  a 
Sept.  27  address  from  the  Oval  Office, 
lead  to  milk  and  honey  on  the  home 
front?  Will  it  end  the  nation's  fiscal-poli- 
cy paralysis  and  free  resources  for  an 
assault  on  persistent  domestic  woes? 

Many  in  Washington,  especially  con- 
gressional Democrats,  surely  hope  so. 
The  President's  televised  visage  had 
barely  flickered  off  the  tube  before  poli- 
ticians coast  to  coast  began  dreaming  of 
ways  to  spend  the  peace  dividend.  Some 
saw  tax  cuts  to  spur  the  sluggish  econo- 
my. Others  imagined  diverting  tax  dol- 
lars that  have  gone  for  guns,  jets,  and 
subs  in  spots  such  as  Guam  and  Diego 
Garcia  toward  schools,  roads,  and  hous- 
ing in  Gary  and  San  Diego. 

Never  mind  that  the  dramatic  cuts  in 
the  nation's  nuclear  arsenal  amount  to 
$1  billion  a  year  or  less.  That's  not  much 
of  a  peace  dividend  (table),  and  it  won't 
do  anything  for  an  economy  struggling 
to  shake  off  a  recession.  Yet  Democrats 
and  Republicans,  gazing  toward  Novem- 
ber, 1992,  and  at  a  loss 
for  what  else  to  do 
about  the  economy,  al- 
ready are  mixing  it  up 
over  how  to  spend  a 
payoff  that  won't  ma- 
terialize for  years. 

It's  all  shaping  up 
as  a  political  donny- 
brook,  not  just  be- 
tween parties  but 
within  partisan  ranks, 
too.  For  White  House 
strategists  now  are 
embroiled  in  an  in- 
tense backroom  de- 
bate over  how  to  fend 
off  cries  for  new  so- 
cial spending.  The 
first  round  is  the  bat- 
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MILITARY  CUTS  ARE 
JUST  A  START 

Budget  law  promises  to  cut  the  deficit 
by  a  total  of  $500  billion  over  five 
years.  But  that  still  leaves  big  cuts 
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tie  going  on  right  now  over  ex- 
tended   unemployment    benefits,  ^ 
which  Democrats  have  sworn  to  enact 
over  Bush's  expected  veto. 

The  next  skirmish  will  come  as  Demo- 
crats attempt  to  undo  a  condition  of  the 
1990  budget  pact  that  prohibits  use  of 
defense  savings  to  increase  domestic 
spending.  Some  GOP  strategists  fear  that 
by  taking  the  lead  on  defense  cuts,  Bush 
has  given  the  opposition  an  opening  to 
overturn  the  budget  deal.  "Bush  has 
made  it  politically  acceptable  to  say  that 
the  defense  budget  should  be  cut  sub- 
stantially," says  Price  Waterhouse  bud- 
get analyst  Stanley  Collender. 
battle  cries.  A  fiery  band  of  GOP  supply 
siders,  among  them  Housing  &  Urban 
Development  Secretary  Jack  F.  Kemp, 
Texas  Senator  Phil  Gramm.  and  Georgia 
Representative  Newt  Gingrich,  want 
Bush  to  follow  up  his  military  cuts  with 
a  bold  domestic  agenda.  The  centerpiece: 
new  savings  incentives,  such  as  more 
generous  individual  retirement  account 
rules,  and  a  cut  in  capital-gains  rates. 
That,  they  hope,  will  give  Republicans 
running  next  year  something  to  talk 
about  besides  President  Bush's  awk- 
ward repudiation  of  candidate  Bush's  no- 
new-tax  pledge. 
Nothing  doing,  argue  Budget  Director 
Richard  G.  Darman 
and  White  House 
Chief  of  Staff  John  H. 
Sununu.  They  want 
Bush  to  hold  the  line 
on  the  budget  pact  un- 
til after  the  1992  elec- 
tion. They  figure  Bush 
will  win  big  and  then 
be  best  able  to  negoti- 
ate a  favorable  deal. 

The  Democrats  are 
in  a  quandary  of  their 
own.  They've  been 
trying  for  months  to 
develop  a  coherent  fis- 
cal strategy,  and 
they're  convinced 
Bush's  move  gives 
them  just  the  chance 
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■  LEADING 
MEMBERS  OF 
CONGRESS  ARE 
REASSESSING 
THEIR  SUPPORT 
FOR  EXPENSIVE 
HIGH-TECH 
WEAPONS 
SUCH  AS  THE 
B-2  BOMBER 


they  need.  That  doesn't  mean 
they  know  how  to  exploit  it. 
Some,  such  as  House  Majority  LeS| 
Richard  A.  Gephardt  (D-Mo.),  favcfe 
bold  Democratic  tax  cut  for  middl*- 
come  Americans.  They  had  planneop 
pay  for  it  with  a  tax  hike  on  the  weaM 
Now,  some  Democrats  salivate  overt' 
prospect  of  defense  savings  bankrolpr 
a  tax  break.  But  deficit  hawks,  sucla; 
House  Budget  Committee  ChairrU 
Leon  Panetta  (D-Calif.),  want  to  fc 
most  of  the  defense  savings  to  stale 
the  red  ink. 

Democrats  also  aren't  sure  wherlc 
mount  their  challenge.  Do  they  atttt 
now  and  try  for  a  symbolic  change?* 
do  they  wait  until  the  campaign  is  in  B 
swing?  "There's  no  Democratic  conil- 
sus  on  1992,"  says  House  Democrftc 
Caucus  Chairman  Steny  H.  Hoyer  w 
Md.).  "Even  if  we  decide  to  break  te 
budget  agreement,  what  we  do  with  ae 
savings  is  just  as  controversial." 


WISH  LIST  FOR  THE 
PEACE  DIVIDEND 


Democrats  want  to  cut  taxes  for  the  middle 
class.  Republicans  will  push  for  new  cuts  in 
capital-gains  taxes.  Both  parties  want  to  al- 
low more  generous  tax  breaks  for  individual 
retirement  accounts.  Momentum  could  build 
for  an  election-year  cut  in  taxes 


A  comprehensive  proposal  will  cost  a  mini- 
mum of  $15  billion  a  year.  Democrats  will 
push  to  enact  a  plan  before  the  1992  elec- 
tion to  put  the  White  House  on  the  defen- 
sive. Bush  doesn't  want  to  address  the  issue 
until  he's  into  his  second  term 


luin 


Democrats  will  pursue  a  massive  plan  to  con- 
vert military  bases  and  munitions  plants  to  ci- 
vilian use.  Maintaining  jobs  will  be  the  goal. 
Bush  wants  a  go-slow  approach,  but  even 
GOP  lawmakers  want  some  federal  help  for 
defense  workers  and  military  personnel  who 
will  lose  their  jobs 
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Bush  wants  to  stick  to  last  year's  budget 
agreement  at  least  through  the  1992  elec- 
tions, channeling  savings  toward  deficit  re- 
duction. But  revised  deficit  estimates  show 
that  the  nation  is  borrowing  money  so  fast 
that  Congress  may  have  to  raise  the  public 
debt  limit  again  late  next  year.  That  could 
embolden  Democrats  to  try  a  major  rewrite 
of  budget  rules.  They  want  bigger  cuts  in  de- 
fense and  money  for  such  social  issues  as 
education  and  the  environment 
DATA:  BW 


To  complicate  the  debate,  the  savings 
ill  be  meager  until  the  next  decade.  By 
len,  having  cast  off  the  burden  of  glob- 
!  defense,  the  U.  S.  could  enjoy  an  op- 
iirtunity  to  break  the  back  of  its  seem- 
igly  intractable  budget  deficits.  And 
le  end  of  cold-war  thinking  could  give 
Iicymakers  an  opening  to  refocus  gov- 
mment  policy. 

Bush's  plan,  which  mainly  scraps  an 
ssortment  of  existing  weapons,  actually 
lounts  to  an  opening  bid  in  global  dis- 
rmament.  Already,  Moscow  is  offering 
i  end  testing  of  all  its  nuclear  weapons. 
3on,  the  Soviets  may  also  propose  deep 
iditional  cuts  in  ballistic  missiles, 
nd  some  leading  members  of  Congress, 
eluding  Senate  Armed  Services  Com- 
mittee Chairman  Sam  Nunn  (D-Ga.),  are 
piinking  support  for  big-ticket  weap- 
is  systems  such  as  the  B-2  bomber 
>age  42). 

They'll  have  plenty  of  time  to  mull  it 
rer.  The  defense  budget  for  fiscal  1992, 


which  began  on  Oct.  1,  would  be  tough 
to  change  now.  The  1993  budget  will 
almost  certainly  call  for  more  cuts,  but 
long  lead  times  in  contracting  mean  that 
big  benefits  won't  be  realized  before 
1994  at  best.  Furthermore,  strategic  sys- 
tems account  for  less  than  15%  of  mili- 
tary spending.  Fat  savings  will  require 
cuts  beyond  the  25%  reduction  in  conven- 
tional forces  already  announced  by  De- 
fense Secretary  Richard  B.  Cheney. 
black  hole.  Beyond  that,  there's  a  dirty 
little  secret  that  Washington  insiders  are 
keenly  aware  of:  The  savings  are  spoken 
for.  Last  year's  budget  accord  relied  on 
unspecified  future  spending  cuts  for  a 
large  chunk  of  the  promised  $5U0  billion 
in  deficit  reduction  over  five  years.  Bush 
and  congressional  leaders  agreed  to  spe- 
cific trims  only  through  fiscal  1993.  For 
1994  and  beyond,  they  left  a  $70  billion 
black  hole  in  the  pact — details  to  be 
worked  out  later  (chart). 
At  the  time  they  cut  the  deal,  both 


sides  knew  most  of  those  spending  curbs 
would  come  from  the  Pentagon.  Con- 
gressional Democrats  wouldn't  allow 
deep  new  cuts  in  overall  domestic  spend- 
ing. Thus,  the  Congressional  Budget  Of- 
fice estimates  that  in  1995  alone,  mili- 
tary spending  may  have  to  be  slashed  by 
$43  billion  below  currently  planned  lev- 
els. "The  idea  that  there's  some  huge 
windfall  is  unrealistic,"  says  CBO  Direc- 
tor Robert  D.  Reischauer. 

So  over  the  next  year  or  so,  Bush's 
move  to  disarm  promises  to  let  loose  lots 
of  empty  political  rhetoric.  And  that,  as 
the  election  nears,  will  lead  to  plenty  of 
partisan  bloodshed.  All  of  it  will  be  but  a 
temporary  diversion.  For  as  it  dawns  on 
an  American  public  so  accustomed  to  im- 
mediate gratification  how  distant  are  the 
savings  from  the  end  of  the  cold  war,  a 
chilly  new  disenchantment  with  Wash- 
ington is  sure  to  set  in. 
By  Howard  Gleckman  and  Douglas  Har- 
brecht,  with  Paula  Divyer,  in  Washington 
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FOR  WEAPONS  MAKERS, 
PEACE  IS  HELL 


The  industry  just  got  into  fighting  shape.  Now,  it's  facing  more  cutbacks 


When  Northrop  Chairman  Kent 
Kresa  took  over  in  January, 
1990,  he  faced  the  daunting 
task  of  fixing  a  faltering,  scandal-ridden 
defense  contractor  in  an  era  of  declining 
defense  budgets.  Kresa  moved  fast, 
trimming  the  number  of  operating  divi- 
sions to  three  from  five.  Once-cherished 
real  estate  was  sold  off,  debt  was 
slashed  in  half,  and  5,000  workers  were 
let  go— 12%  of  the 
Los  Angeles  defense 
contractor's  work 
force.  The  results 
were  dramatic:  Nor- 
throp Corp.  has  post- 
ed six  consecutive 
profitable  quarters 
and  built  a  $100  mil- 
lion cash  cushion — 
all  at  a  time  when 
the  company  suf- 
fered the  loss  of  bil- 
lions in  new  orders. 

Northrop  is  hardly 
alone  in  its  earnest 
cost-cutting.  But  just 
when  Northrop  and 
other  large  defense 
contractors  had  be- 
gun breathing  easi- 
er, President  Bush's 
decision  to  slash  the 
nation's  nuclear  ar- 
senal has  given  them 
plenty  of  fresh  cause 
for  worry.  Laments 
James  R.  Mellor, 
president  of  General 
Dynamics  Corp.,  the 
nation's  No.  2  suppli- 
er to  the  Pentagon: 
"The  reaction  to  the 
President's  speech 
just  highlights  the 
new  reality  that  contractors  have  to  ad- 
just to." 

tighter  belts.  Like  Northrop,  GD  was 
getting  down  to  fighting  trim.  With  85% 
of  its  $10.2  billion  in  annual  sales  coming 
from  federal  contracts,  the  St.  Louis- 
based  company  has  tightened  up  by  cut- 
ting 13%  of  its  work  force  and  slashing 
$1  billion  in  capital  expenditures  from 
those  projected  only  12  months  ago.  The 
plan  is  to  boost  its  average  sales  per 
employee  by  as  much  as  10%  annually,  a 
goal  the  company  made  easier  recently 


by  selling  off  its  in-house  data  process- 
ing operation  and  farming  out  future 
processing  to  Computer  Sciences  Corp. 

Despite  their  dogged  attempt  to  keep 
up  with  the  pace  of  spending  cuts,  de- 
fense industry  executives  may  soon  be 
confronted  with  a  wrenching  shakeout. 
If  they  can't  shrink  capacity  as  fast  as 
Pentagon  dollars  dry  up,  "mergers  will 
happen,"  predicts  Robert  D.  Paulson,  an 


may  not  be  able  to  withstand  more  jits. 
Although  Northrop's  cost-cutting  jhas 
widened  its  operating  margins  tol>%- 
from  less  than  1%,  over  the  pastjgwc 
years,  it  still  couldn't  shrug  off  thio 
of  the  B-2,  says  Lawrence  M.  Harri  ai 
analyst  with  Kemper  Securities  G|u] 
Inc.  The  immediate  loss  of  the  $65  bl 
bomber  program  would  force  "seen 
consequences,"  including  thousadf 
more  layoffs,  he  says.  The  B-2  makeiuj 
fully  half  of  Northrop's  annual  revejae.- 
and  45%  of  profits.  A  third  of  the  cofca 
ny's  workers  devote  their  time  tqth( 
project. 

Congress  already  has  cut  the  oriifia 
order  for  132  B-2s  to  75,  and  could  a 
again  to  only  the  15  planes  now  brig 
built.  And  that  may  be  just  for  op*r; 
(table).  Despite  a  rush  of  enthusiasrtiat 


DEFENSE  PROGRAMS  UNDER  FIRE 

TOMAHAWK  MISSILE  Bush  is  eliminating  the  nuclear  warhead-equipped  ver- 
sions— about  16%  of  the  total — of  this  terrain-following  missile,  which  won  raj 
reviews  in  the  gulf  war.  The  Pentagon  spent  $442  million  for  all  Tomahawks  in  )- 
cal  1991  and  ordered  an  additional  $284  million  worth  to  replenish  stocks  aft< 
the  war.  McDonnell  Douglas  and  General  Dynamics  make  the  missile,  while  th 
Energy  Dept.  makes  its  nuclear  warhead 

SRAM-II  MISSILE  Bush  is  canceling  this  short-range  nuclear  attack  missile  bei 
developed  by  Boeing.  Behind  schedule  and  over  budget,  it  was  scheduled  for  fit 
test  launch  early  next  year.  Cancellation  will  save  an  estimated  $1 .4  billion 

RAIL-GARRISONED  MX  MISSILE  Bush  scrapped  this  planned  system  to  trans-  f 
port  MX  nuclear  missiles  on  railroad  tracks  near  military  bases,  reducing  their  v  • 
nerability  to  attack.  Cancellation  will  save  an  estimated  $6.3  billion.  Contracta 
include  Rockwell  International,  Boeing,  TRW,  and  Westinghouse  Electric 

MIDGETMAN  MISSILE  Bush  stopped  development  of  the  mobile  launching  sys 
tern  for  the  Midgetman  small  intercontinental  ballistic  nuclear  missile.  The  mobt 
system  was  being  developed  by  Boeing  under  a  $748  million  contract.  Now, 
some  in  Congress  are  setting  their  sights  on  the  stationary  Midgetman  prograr 
being  developed  by  Rockwell,  Hercules,  and  GenCorp 
B-2  BOMBER  Bush  reiterated  support  for  this  phenomenally  expensive  bomb- 
er— it  costs  about  $850  million  a  copy.  But  his  softening  on  the  Soviet  threat  h> 
reignited  congressional  opposition.  The  Pentagon  could  save  $30  billion  by  the 
end  of  the  decade  if  the  program  is  canceled 
STAR  WARS  Although  Bush  stands  firmly  behind  the  Strategic  Defense  Initiati 
congressional  pressure  is  building  to  further  downgrade  the  program  to  some- 
thing less  high-tech  and  high-cost  than  the  estimated  $1 00  billion  system  to  de 
tect  and  intercept  enemy  missiles  in  space.  Major  contractors:  Rockwell,  Hughe 
Aircraft,  TRW,  and  Lockheed 
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industry  consultant  with  McKinsey  & 
Co.  in  Los  Angeles.  "It's  just  a  question 
of  when  the  Defense  Dept.  and  Con- 
gress decide  it's  O.  K." 

By  itself,  Bush's  announcement  is 
hardly  a  staggering  blow  to  the  defense 
industry.  But  the  President's  cuts  of  $20 
billion,  stretched  out  over  several  years 
to  ease  the  pain,  have  ignited  in  Con- 
gress a  long-suppressed  desire  to  slash 
defense  spending  even  deeper.  That 
would  spell  problems  for  contractors 
who  already  have  slimmed  down  and 


ter  the  gulf  war  for  a  missile-defc 
shield,  the  estimated  $100  billion  Str 
gic  Defense  Initiative  is  an  inviting 
get — much  to  the  chagrin  of  such  c 
panies  as  General  Motors'  Hug 
Aircraft  and  TRW.  "There's  going  to  1 
lot  of  turmoil  and  confusion,"  w; 
Hughes  Chairman  Malcolm  R.  Cui 
"Out  of  it  will  come  a  smaller  industi 
GD  President  Mellor,  for  one,  admits  1 
his  company  is  bracing  for  further  c 
in  orders  for  the  $2  billion-a-oj); 
Seawolf  attack  submarines,  already  u 
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just  12  vessels  from  the  initial  30. 
Some  companies,  no  doubt,  are  better 
ile  to  handle  further  belt-tightening 
an  others.  McDonnell  Douglas  Corp., 
hich  slashed  its  work  force  by  20,000 
srkers  over  the  past  18  months,  seems 

relatively  good  shape.  The  company 
ill  continue  to  make  Tomahawk  mis- 
es,  though  Bush  has  ordered  that  they 
11  no  longer  carry  nuclear  warheads, 
oreover,  the  St.  Louis-based  company 
st  completed  successful  flights  of  its 
m  C-17  transport  plane.  With  the  ex- 
uded U.  S.  role  in  the  Mideast  and 
sewhere,  the  $7.7  billion  in  orders  for 
e  plane  seem  relatively  safe  for  the 
oment. 

Of  course,  that's  what  much  of  the 
ifense  industry  thought  about  scores 
other  programs  before  Bush's  deci- 
ya  to  make  deep  cuts  in  weaponry, 
mie,  such  as  the  Lance  missile,  already 
e  out  of  production.  Thanks  to  one 
lick  TV  address,  the  Lance  will  have 
enty  of  company:  The  $6.8  billion  mo- 
le basing  of  MX  missiles  will  be  cut, 
king  a  chunk  of  business  from  Rock- 
sll  International,  TRW,  and  Westing- 
iuse  Electric.  Boeing  Co.  will  lose  $1.4 
llion  in  work  on  the  SRAM-II  nuclear 
issile,  another  casualty  of  Bush's  new 
rective. 

txious  times.  Where  will  the  ax  fall 
;xt?  That  question  will  vex  much  of  the 
dustry  for  the  next  few  weeks,  as  a 
ouse-Senate  conference  committee 
mpletes  work  on  the  fiscal  1992  Penta- 
m  budget.  Defense  Secretary  Richard 

Cheney,  who  has  focused  on  cuts 
om  base  closures  and  troop  reductions, 
ill  now  be  forced  to  slash  hardware 
idgets  as  never  before.  One  potential 
rget:  the  Army's  $35  billion  LH,  or  Co- 
anche,  helicopter,  which  a  team  led  by 
lited  Technologies  Corp.  and  Boeing  is 
:e  to  begin  producing  in  1996.  It  may 
en  mean  some  serious  trimming  for 
e  $75  billion  F-22  Advanced  Tactical 
ghter  contract,  awarded  only  last 
)ril  to  Lockheed,  GD,  and  Boeing  in  a 
anic  showdown  with  Northrop  and  Mc- 
)nnell  Douglas.  Although  Lockheed  of- 
:ials  say  they  aren't  worried  about  the 
ogram's  future,  Gordon  Adams,  direc- 
r  of  the  Defense  Budget  Project,  a 
ivate  research  group  in  Washington, 
lestions  whether  "there  will  ever  be 
ough  money  in  the  budget  to  move 
le  F-22]  toward  production." 
The  prospect  of  such  cuts  is  boosting 
xieties  from  Burbank,  Calif.,  to  Hart- 
rd,  Conn.  Most  contractors  are  keep- 
l  a  stiff  upper  lip.  Even  with  the  B-2 
ts  hanging  over  his  company,  Nor- 
rop's  Kresa  insists  that  "Northrop  will 

a  healthy,  viable  company."  Chances 
e,  a  lot  smaller,  too. 

By  Eric  Schine  in  Los  Angeles  and 
mes  E.  Ellis  in  Chicago,  with  Amy 
mis  in  Washington 


THE  ECONOMY  I 


NATO  EXERCISES  IN  WEST  GERMANY:  THE  PRESIDENT  IS  TAKING  THE  HEAT  OFF  HELMUT  KOHL 


WHAT'S  THE  OPPOSITE  OF  A  SHOT 
HEARD  ROUND  THE  WORLD? 


Bush  may  have  set  off  a  global  scramble  to  disarm 


So  you  thought  superpower  compe- 
tition was  over?  Think  again.  Pres- 
ident Bush's  plan  to  slash  U.  S. 
nuclear  arsenals  has  set  off  a  struggle 
to  cut  more,  faster.  Mikhail  Gorbachev, 
never  one  to  play  second  balalaika  to 
anyone,  is  sending  a  Soviet  working 
team  to  Washington  in  mid-October  to 
match  U.  S.  tactical-nuclear-weapons  re- 
ductions. They  also  may  propose  sweep- 
ing strategic  cuts  to  pressure  Bush  to 
drop  U.  S.  weapons  that  Moscow  fears 
the  most.  Says  Yuri  Pinchukov,  an  arms- 
control  expert  at  Moscow's  Institute  of 
World  Economics  &  International  Rela- 
tions: "We  will  see  a  disarmament  race." 

A  race  couldn't  suit  George  Bush 
more.  His  unilateral  offer  to  scrap  some 
3,000  short-range  missiles  and  artillery 
shells  in  Europe,  Asia,  and  at  sea  is  a 
savvy  move  to  elicit  far  greater  cuts  by 
Moscow  without  lengthy  arms  talks.  But 
the  President's  hidden  diplomatic  agenda 
may  be  even  more  important.  By  leading 
the  charge  for  nuclear  cuts,  Bush  will 
breathe  new  life  into  U.  S.  alliances  from 
Europe  to  Asia.  That  could  revive  his  so- 
far  lackluster  efforts  to  halt  nuclear  and 
missile  proliferation  worldwide. 
ally  aid.  The  future  of  Moscow's  cen- 
tral government  is  up  in  the  air.  But 
Bush's  gambit  should  shore  up  Gorba- 
chev's ability  to  assert  control  over  the 
Soviet  Union's  far-flung  nuclear  arsenal. 
The  Pentagon  estimates  that  Moscow's 


restive  republics  hold  some  12,000  short- 
range  nuclear  weapons.  They  are  more 
portable  and  generally  lack  the  same 
safeguards  as  Moscow's  long-range-mis- 
sile arsenal.  Gorbachev's  apparent  will- 
ingness to  match  Bush's  cuts  will  buy 
goodwill  and  ease  fears  of  Soviet  neigh- 
bors from  Eastern  Europe  to  the  Middle 
East  to  Asia.  "What  the  President  is 
offering  Moscow  is  essentially  a  lever- 
aged buyout  of  its  tactical  nuclear 
force,"  says  former  U.  S.  arms  negotia- 
tor Jack  Mendelsohn. 

In  Europe,  the  main  battleground  of 
the  cold  war,  Bush  will  help  out  his  polit- 
ical allies.  He  is  bailing  out  German 
Chancellor  Helmut  Kohl  since  many  of 
the  tactical  weapons  that  Bush  is  ban- 
ning are  based  in  or  aimed  at  Germany. 
The  move  defuses  Kohl's  critics  who 
have  demanded  that  he  initiate  talks  to 
abolish  tactical  weapons.  London  will 
scrap  short-range  Lance  missiles  and  nu- 
clear artillery  shells  assigned  to  NATO  in 
Germany.  The  French  are  more  reluc- 
tant, saying  they  will  draw  down  their 
forces  after  the  U.  S.  and  Soviets  have 
made  major  cuts. 

Nuclear  disarmament  will  mean  big 
changes  on  the  Continent.  Tactical  nukes 
have  only  enough  range  to  hit  former 
Soviet  satellites  in  Eastern  Europe  and 
have  long  since  lost  their  significance  as 
symbols  of  U.  S.  determination  to  stop  a 
ground  assault  on  the  West.  By  remov- 
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ing  them,  Bush  is  sending  a  positive 
message  to  the  budding  democracies  of 
Eastern  Europe  and  his  newly  assertive 
allies  in  Western  Europe.  "This  leaves 
Europe  to  the  Europeans,"  says  Domi- 
nique Moisi,  of  the  French  Institute  of 
International  Relations. 

Lowering  the  nuclear  threat  also  will 
yield  gains  for  Bush  in  Asia  and  the 
Pacific.  Since  1985,  New  Zealand  has 
been  only  a  pro  forma  partner  in  a  de- 
fense alliance  with  the  U.  S.  because  it 
won't  permit  nuclear-armed  ships  to 
dock  at  its  ports.  Now  that  shipboard 
nukes  will  be  scrapped,  that  rift  will  like- 
ly be  repaired.  The  move  will  also  ease 
military  relations  with  Japan,  whose 
laws  ban  nuclear  weapons  on  Japanese 
territory.  Prime  Minister  Toshiki  Kaifu 
will  no  longer  have  to  ignore  nukes  on 
U.  S.  Navy  ships  at  Japanese  ports. 
strategic  cuts?  The  biggest  impact, 
though,  could  come  on  the  Korean  penin- 
sula, where  the  hostility  lingers  on.  By 
demonstrating  that  the  peace  can  be 
kept  without  nuclear  weapons  on  South 
Korean  soil,  the  U.  S.  will  likely  convince 
Pyongyang  to  sign  a  global  nuclear-safe- 
guards accord.  That  would  curb  North 
Korea's  quest  for  nuclear  weapons  and 
ease  the  way  toward  reunification  (page 
63). 

In  the  Middle  East,  the  proposal  puts 
pressure  on  nuclear  states  to  disband 
their  production  and  export  of  nuclear 
technology — a  key  Bush  goal.  Saddam 
Hussein  will  be  further  isolated  in  his 
quest  for  nuclear  weapons.  And  allies 
such  as  Israel  will  also  come  under  re- 
newed pressure  to  sign  the  nonprolifera- 
tion  treaty  and  even  to  agree  to  turning 
the  Middle  East  into  a  nuclear-free  zone. 

But  the  pressure  could  easily  squeeze 
Bush  as  well.  His  goal  is  to  stabilize  but 
not  further  reduce  strategic  arsenals 
outside  of  the  confines  of  the  Strategic 
Arms  Reduction  Treaty.  Yet  Moscow  is 
likely  to  push  Bush  for  major  strategic 
cuts.  It  could  offer  to  dismantle  its  big- 
gest and  most  modern  intercontinental 
ballistic  missies  pointed  at  the  U.  S.  in 
exchange  for  cutting  Washington's  big 
advantage  in  submarine-launched  ballis- 
tic missiles.  The  disarmament  fervor 
could  spur  Congress  to  ditch  some  of 
Bush's  pet  projects,  such  as  the  B-2 
bomber  and  Star  Wars  missile  defenses. 

Bush's  initiative  could  build  stronger 
ties  with  allies  and  curb  nuclear  prolifer- 
ation in  both  the  disintegrating  Soviet 
Union  and  the  Third  World.  Pressures 
may  force  him  to  move  faster  and  fur- 
ther than  he  wants.  But  that  would  be  a 
small  price  for  hastening  his  step. 

By  Bill  Javetski,  with  Amy  Bonus  in 
Washington,  Deborah  Stead  in  Moscow, 
Stewart  Toy  in  Paris,  and  Igor  Reichlin  in 
Bonn 


DEFENSE  I 


HOW  ABOUT  HELPING  OUT  A 

YOUNG  WAR  HERO  NAMED  PARAMAX?; 


Unisys  wants  to  sell  its  limping  defense  unit  to  the  public 


Unisys  executives  have  been  crow- 
ing over  how  much  punch  their 
military  computers  packed  in  the 
war  against  Iraq.  Some  20  Unisys  Corp. 
systems,  ranging  from  an  elaborate  air- 
borne command  center  to  "ruggedized" 
personal  computers  on  the  ground, 
played  a  big  role  in  what  the  executives 
took  to  calling  Desert  Victory.  The  high- 
tech tools  helped  create  a  "triumph  in 
the  gulf,"  says  Unisys  Defense  Systems 
President  Frederick  F.  Jenny. 

But  with  the  war  a 
fading  memory  and 
prospects  for  military 
spending  bleaker  than 
ever,  Unisys  is  facing 
its  own  tough  battle. 
It  may  have  an  uphill 
fight  to  attract  inves- 
tors to  its  planned 
$500  million  stock  of- 
fering for  the  defense 
unit,  to  be  rechris- 
tened  Paramax  Inc. 
After  big  defense  con- 
tractors and  investors 
such  as  Washington's 
Carlyle  Group  couldn't 
come  to  terms  in  nego- 
tiations to  buy  the 
unit,  Unisys  said  on 
Sept.  30  that  it  would  offer  20  million 
shares  of  Paramax  to  the  public  for  $22 
to  $25  a  share  via  lead  underwriter 
Shearson  Lehman  Brothers  Inc. 
scandal-tarred.  It  could  be  a  tough 
sell.  Successful  as  it  was  on  the  battle- 
field, Paramax  has  been  erratic  at  home. 
After  losing  $58.6  million  in  1989,  Para- 
max earned  nearly  $50  million  last  year. 
And  in  this  year's  first  half,  it  earned 
$46.4  million.  But  sales  have  been  falling 
for  some  time  now,  slipping  from  nearly 
$2.6  billion  in  1986  to  less  than  $2.2  bil- 
lion last  year.  And  the  decline  is  likely  to 
accelerate,  especially  as  the  Pentagon 
scratches  off  its  shopping  list  some  of 
the  big-ticket  items  Paramax  builds  in 
favor  of  such  staples  as  the  Navy's 
Aegis  Mk-99  fire-control  system.  "This 
will  be  a  smaller  company  in  years  to 
come,"  says  Byron  K.  Callan,  a  defense- 
electronics  analyst  at  Prudential  Securi- 
ties Inc. 

Paramax  also  will  be  lugging  some 
hefty  burdens  into  its  future.  For  one,  it 
will  have  to  forgo  some  $46  million  in 


AEGIS:  THIS  PARAMAX  SYSTEM 
WON'T  BE  CUT,  BUT  OTHERS  WILL  GO 


profits  on  a  big  Air  Force  contract 
help  Unisys  pay  a  $190  million  set  I 
ment  in  the  Operation  111  Wind  defer  \ 
procurement  scandal.  The  scandal  tar 
several  ex-Unisys  defense  employ 
and  consultants  and,  in  1989,  led  to  a 
week  suspension  of  new  Navy  contra 
for  the  company.  For  another,  Parar 
will  have  to  carry  $300  million  in  lo 
term  debt  that  Unisys  is  leaving  it  w 
Paramax  will  need  to  borrow  the  mor 
to  pay  Unisys  a  $332  million  premium 
top  of  the  $500  mill 
Unisys  expects  to  r< 
in  the  stock  sale.  T 
would  leave  Paran 
with  a  debt-to-eqi 
ratio  of  58%.  Unii 
wants  all  the  dough 
ease  its  own  $3.8 
lion  debt  burden. 
no  deal.  Unisys  ca 
close  to  selling 
unit  to  Carlyle  Gro 
which  boasts  amc 
its  partners  forn 
Defense  Secrets 
Frank  C.  Carlucci 
Unisys  declines  to 
cuss  the  negotiatio 
but  the  busted  d 
seems  to  have 
Paramax  caught  short  in  at  least 
respect.  Carlyle  had  planned  to  inst 
Carlucci  as  Paramax'  high-profile  chf 
man.  Carlucci,  says  a  source  close  to 
talks,  had  even  put  together  a  heajB 
weight  list  of  potential  directors,  Fr 
now,  the  company's  registration  sta§- 
ment  lists  no  chairman,  and  Jenny  is  te 
only  entry  on  the  slate  of  nine  anticipl' 
ed  directors.  Unisys  is  expected  to  fillft| 
the  blanks  soon.  One  candidate  who  c(l 
firms  he  has  been  approached  at  lea 
for  a  director's  spot  is  former  NCR  Ch»l 
man  Charles  E.  Exley  Jr.,  who  says  hel 
undecided  about  the  offer. 

The  best  thing  Paramax  may  have  * 
ing  for  itself  is  its  price.  Even  at  $2E§> 
share,  the  new  unit  would  have  a  marl* 
value  of  less  than  23%  of  1990  sales.  I 
contrast,  analysts  say,  other  deferl 
outfits  are  now  trading  at  45%  to  60%  I 
sales.  Whether  that  means  Paramax  is| 
bargain  or  a  risky  proposition  is  for 
vestors  to  decide. 

By  Joseph  Weber  in  Philadelphia,  w\ 
Dean  Foust  in  Washington 
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Commentary/by  John  Meehan 


BASHING  THE  REGULATORS  WON'T  GET  LOANS  FLOWING 


E 


ver  since  "credit  crunch"  re- 
turned as  a  fashionable  term  in 
1990,  bankers  and  regulators 
ive  taken  much  of  the  heat  for  the 
lape  of  the  economy.  Critics  blame 
;e  harsh  crackdown  on  easy  lending 
andards  and  the  resulting  miserly 
ays  of  the  nation's  bankers  for  push- 
g  the  economy  into  recession.  Now, 
any  economists  blame  the  delayed  re- 
tvery  on  a  combination  of  tough  regu- 
tion  and  continued  reluctance  among 
inks  to  make  loans. 
On  Sept.  27,  President  Bush  sounded 
le  alarm  from  the  pinnacle  of  govern- 
lent.  Specifically,  he  blamed  tough 
ank  examinations  for  having  a  "chill- 
ig  effect  on  the  availability  of  mon- 
y."  The  message  to  regulators:  ease 
p.  Despite  three  discount  rate  cuts  by 
le  Federal  Reserve  this  year,  banks 
smain  stingy  with  new  loans,  Bush 
aid.  According  to  the  President,  that's 
'hy  the  recovery  he  claims  is  here  is 
ist  barely  discernible. 
fO  flood.  There's  little  question  that 
ie  credit  crunch  made  the  recent  re- 
ession  more  painful  and  difficult  to 
vercome.  Past  recoveries  have  de- 
ended  on  the  willingness  of  banks  to 
:nd  in  bad  times  as  well  as  good.  But 
ie  Administration  is  mistaken  if  it  be- 
eves that  tinkering  with  regulations 
ill  result  in  a  flood  of  new  loans. 
Although  bankers  acknowledge  that 
ley  have  toughened  lending  standards 
cross  the  board, 
ley  insist  that  loan 
emand  remains 
reak.  And  with  last 
ear's  sudden  regu- 
itory  crackdown  on 
sal  estate  loans 
ainfully  fresh  in 
leir  minds,  bankers 
re  leery  of  Wash- 
igton's  mixed  sig- 
als.  They  don't 
'ant  to  make  a  loan 
ow  with  Bush's 
lessing  only  to 
rite  it  off  during 
ie  next  crackdown. 
Tough  regulation 
not  the  only  rea- 
)n  banking  in  the 
)ber  '90s  is  a  lot  dif- 
;rent  from  in  the 
Daring  '80s.  After 
repelling  bank  prof- 
s  steadily  higher 
ver  the  past  decade, 


debt  is  no  longer  as  popular  as  it  once 
was.  Many  successful  companies  are 
lowering  their  loan  exposure — de-lever- 
aging, in  the  buzzword  of  the  1990s. 
"We're  just  not  seeing  the  demand  out 
there,"  says  John  B.  McCoy,  chief  ex- 
ecutive officer  of  Banc  One  Corp.  of 
Columbus,  Ohio. 

The  cutback  in  borrowing  is  most 
apparent  among  con- 
sumers. "We're  see- 
ing the  reversal  of  a 
decade-long  trend," 
says  Robert  Dugger, 
chief  economist  for 
the  American  Bank- 
ers Assn.  The 
charge-it  mentality 
of  the  Reagan  years 
is  no  longer  popular. 
And  the  recession  is 
just  one  more  incen- 
tive for  householders 
to  reduce  their  debt 
exposure.  After  hit- 
ting its  nadir  in  the 


THE  BANKS' 
GROWING  BURDEN 


NONPERFORMING 
LOANS  AS  PERCENT 
OF  ALL  LOANS 
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DAW:  FEDERAL  DEPOSIT  INSURANCE  CORP 


early  days  of  the  gulf  war,  consumer 
confidence  still  hasn't  mustered  a 
strong  comeback.  Not  coincidentally, 
consumers  aren't  willing  to  buy  big- 
ticket  items,  such  as  cars  and  appli- 
ances. As  a  result,  consumer  credit 
outstanding  fell  at  an  annual  rate  of 
1.4%  in  July,  the  most  recent  number 
available,  hard  on  a  2.8%  drop  in  June. 
Even  if  potential  borrowers  suddenly 


THE  RTC'S  TAYLOR  SAYS  THE  BANK  EXAMINERS  AREN'T  TO  BLAME 


shed  their  caution,  the  regulatory 
changes  being  discussed  by  the  Admin- 
istration and  the  Fed  would  have  little 
immediate  effect.  One  proposal  under 
consideration  would  allow  banks  to  in- 
crease the  amount  of  preferred  stock 
that  could  be  counted  as  capital.  Banks 
find  it  easier  to  sell  high-yielding 
preferred  shares  than  common  stock. 

Another  option  un- 
der study  would  en- 
able banks  to  reduce 
the  amount  of  capi- 
tal they  must  hold 
for  certain  types  of 
real  estate  loans  by 
reclassifying  them 
as  less-risky  residen- 
tial debt. 

But  there  are  just 
as  many  incentives 
to  lend  only  reluc- 
tantly. The  Fed  has 
made  it  clear  that 
only  the  strongest 
banks   will  under- 


write stocks  and  bonds.  Likewise,  high 
capital  ratios  will  determine  which 
banks  will  be  able  to  acquire  other 
banks  in  the  current  consolidation  pro- 
cess. To  many  bankers,  it's  time  to 
shape  up  regardless  of  regulators.  Bad 
loans  are  a  growing  problem  (chart). 
And  profits  remain  weak.  Earnings  at 
the  nation's  12,150  commercial  banks 
dropped  to  $4.6  billion  in  the  second 
quarter,  down  12%  from  a  year  ago. 
long  bets?  Just  as  important,  bankers 
don't  trust  the  Administration,  espe- 
cially when  it  isn't  speaking  with  one 
voice.  During  Senate  confirmation 
hearings  last  month,  William  Taylor, 
Bush's  nominee  for  chairman  of  the 
Federal  Deposit  Insurance  Corp.,  dis- 
agreed with  the  notion  that  tough  ex- 
aminations had  largely  discouraged 
bankers  from  making  legitimate  loans. 

No  wonder  bankers  are  reluctant  to 
commit  themselves  to  new  loans  that 
could  be  on  their  books  for  years  to 
come.  "Banks  are  unwilling  to  make 
five-,  six-,  seven-year  bets,"  says 
George  J.  Vojta,  co-head  of  global  cor- 
porate finance  at  Bankers  Trust  Co. 

That  may  mean  that  the  only  policy 
tool  that  Washington  has  to  prime  the 
economy  is  interest  rates.  With  lower 
rates,  even  frugai  borrowers  and  tight- 
fisted  bankers  will  eventually  emerge 
from  their  bunkers.  After  what  they've 
been  through,  preaching  and  prodding 
won't  do  the  trick. 
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EXECUTIVE  SUITE 


RUCKELSHAUS:  THE  FORMER  EPA  HEAD  HASN'T  MADE  MUCH  HEADWAY  WITH  REGULATORS 


CAN  BILL  RUCKELSHAUS  CLEAN  UP 
BROWNING-FERRIS'  ACT? 


The  trash-hauler's  image  and  balance  sheet  need  recycling 


When  William  D.  Ruckelshaus 
took  the  reins  of  Browning- 
Ferris  Industries  Inc.  in  1988. 
he  looked  like  the  right  man  for  the  job. 
The  nation's  second-largest  waste-man- 
agement company  was  a  money  ma- 
chine, but  it  was  struggling  to  shake  its 
image  among  state  regulators  as  an  en- 
vironmental bad  guy.  Ruckelshaus  had 
put  in  two  separate  stints  as  head  of  the 
Environmental  Protection  Agency. 

But  dealing  with  regulators  is  difficult 
even  for  Ruckelshaus.  To  the  dismay  of 
investors,  bfi's  earnings  appear  to  be  in 
a  free-fall,  and  the  company  has  a  knack 
for  stubbing  its  toe.  The  latest  example 
came  in  early  September,  when  Ruckels- 
haus announced  that  bfi's  earnings  for 
the  quarter  ended  Sept.  30  would  fall 
more  than  expected.  BFl's  stock  price  fell 
lb%  on  the  news,  to  21%.  Stunned  inves- 
tors then  learned  that  just  weeks  earlier. 
BFl's  chief  counsel  and  its  chief  financial 
officer  unloaded  a  total  of  75.000  shares 
at  an  average  price  of  about  27. 
misguided.  On  5(  .  both  men  re- 
signed under  pressure  from  Ruckels- 
haus. But  the  dismissals  won't  fix  BFI, 
which  has  been  pounded  by  a  sluggish 
economy,  rising  environmental  costs — 
and,  say  analysts  and  former  executives, 
misguided  management.  Ruckelshaus. 
they  say,  spends  so  much  time  trying  to 


appease  regulators  that  he  has  taken  his 
eye  off  BFl's  main  business:  collecting 
garbage  from  5.8  million  homes  and 
thousands  of  businesses  and  disposing 
of  it  at  the  company's  105  landfills. 

Ruckelshaus  contends  the  real  prob- 
lems have  to  do  with  the  market  and  the 
economy.  In  many  cities,  "we're  seeing 
fierce  new  competition,  while  [corporate] 
customers  are  producing  less  waste."  he 
says.  "With  more  companies  chasing 
less  business,  it's  putting  downward 
pressure  on  us." 

That  pressure  is  intense.  BFl's  earn- 
ings are  expected  to  drop  7%  from 
where  they  were  when  he  took  over,  to 
8212  million,  on  83.1  billion  in  sales  for 
the  year  ended  Sept.  30.  Meanwhile, 
earnings  are  rising  at 
bigger  rival  Waste 
Management  Inc.. 
which  is  less  depen- 
dent on  corporate 
business.  At  about  19. 
BFl's  stock  is  sliding 
steadily  (chart). 

You  can't  blame  all 
of  the  mess  on  Ruck- 
elshaus. When  he  re- 
placed long-time 
Chairman  Harry  J. 
Phillips  Sr..  BFI  had 
been  battling  state 
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regulators  for  years  over  allegedly  q 
tionable  disposal  practices  at  its  1; 
fills.  Some  of  the  same  regulators  w 
contesting  BFl's  permits  to  operate 
posal  sites  for  hazardous  waste. 

To  try  to  salvage  the  permits,  Ri 
elshaus  has  given  bfi's  local  operatoi 
strong  incentive  to  stick  to  the  lettei 
regulations:  Their  bonuses  are  tied 
compliance  with  state  and  local  envi 
mental  laws.  He  also  preaches  const 
ly  about  putting  the  customer  first, 
the  garbage  business,  that  can  sirr] 
boil  down  to  making  regular  pickups 
not  damaging  any  property. 

Some  managers  find  Ruckelshaus' 
forms  "goofy,"  says  a  former  execut 
"The  only  way  they've  grown  is  by 
quisition.  not  keeping  customers  hapj 
The  resistance  reached  high  into  the 
cutive  suites.  Company  President  J 
E.  Drury  resigned  in  January,  ci 
"philosophical  differences." 

BFI  could  contain  the  damage  if  o1 
head  weren't  rising  all  the  while.  Sell] 
general,  and  administrative  costs  h 
gone  from  16^  to  16.7%  of  revenues. 
Waste  Management,  such  expen 
equal  12/<  of  revenues.  And  according 
investment  bank  Chicago  Corp.,  ope 
ing  profit  margins  at  BFI  are  about  1 
badly  trailing  Waste  Management's  1 
For  all  his  efforts.  Ruckelshaus  h; 
made  much  headway  with  regulators 
Los  Angeles,  BFI  was  denied  a  permi 
accept  most  waste  at  its  huge  Az 
landfill,  though  it  can  still  accept  s 
items,  such  as  construction  debris, 
don't  threaten  the  water  table.  If  it 
win  the  permit  on  appeal,  the  comp* 
doesn't  stand  a  chance  of  earning  b« 
the  8100  million  it  has  sunk  into  the  sfl 
rush  to  recycle.  Next  year  doesn't  \m 
much  better.  Competition  will  keep  pi£ 
sure  on  revenues,  and  expenses  will  m 
tinue  to  rise,  as  strict  new  federal  em 
ronmental  rules  affecting  landfills  fe 
phased  in.  And  BFI  doesn't  have  otm 
big  businesses  to  fall  back  on. 

Ruckelshaus  is  hurrying  to  diverM 
into  recycling  and  handling  medil 
waste.  But  it  will  be  some  time  befle 
they  start  producing  big  profits,  "m 
could  be  looking  at  ie 
third  consecutp 
down  year,"  fri 
Marc  H.  Sulam.  a  I* 
der.  Peabody  &  k 
analyst.  Ruckelshfe 
is  still  certifiabhi 
good  guy.  But  it  lo<s 
like  he's  going  to  h:le 
to  display  a  mm 
streak,  too.  to  sucold 
in  the  cutthroat  Xr.h 
business. 

By  Mark  Ivey* 
Houston 
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'Yes,  Microsoft  Excel  3.0 
really  is  as  good  as 
they  say  It  may  wdlbe 
the  best  application 
running  on  PCs  today" 


Richard  Scoville.  PC  World,  September  1991. 
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THE  STATES  I 


IN  ARIZONA, 

THE  SCANDALS  KEEP  ON  COMING 


Governor  Symington,  elected  as  a  new  broom,  is  accused  by  the  RTC 


Arizona  is  fast  becoming  the  sink- 
hole of  American  politics.  Three 
years  back,  Governor  Evan  Me- 
cham  stirred  outrage  with  his  racist 
barbs,  then  was  impeached  amid  charges 
of  campaign  finance  irregularities.  The 
Arizona  undertow  also  has  claimed  sev- 
en state  legislators,  caught  in  an  influ- 
ence-peddling sting,  as  well  as  U.  S.  Sen- 
ators Dennis  DeConcini  and  John 
McCain,  embroiled  in  the  Charles  Keat- 
ing scandal.  Now,  it  may  be  the  turn  of 
new  Governor  J.  Fife  Syming- 
ton, barely  seven  months  after 
he  took  office. 

The  46-year-old  Republican,  a 
wealthy  land  developer  and 
cousin  of  former  U.  S.  Senator 
Stuart  Symington  (table),  was 
narrowly  elected  in  February.  A 
former  Air  Force  captain  who 
raised  money  to  recall  Mecham, 
Symington  was  seen  as  a  per- 
fect candidate  to  help  polish  Ar- 
izona's dingy  political  image. 
Then  the  sinkhole  opened:  A  re- 
port by  the  Resolution  Trust 
Corp.,  the  agency  in  charge  of 
cleaning  up  the  savings-and- 
loan  mess,  was  obtained  by  The 
Washington  Post.  The  report 
accuses  Symington  of  "blatant 
self-dealing."  It  charges  that  he 
received  preferential  treatment 
in  launching  a  $250  million  retail 
and  hotel  development  while  he 
served  on  the  board  of  a  now- 
failed  thrift  that  invested  in  the 
project. 

'uphill  fight.'  Damage  from  the  report 
spread  fast.  "We  all  thought  he  was  the 
white  knight  who  would  ride  in  to  clean 
up  this  state,"  says  Earl  de  Berge,  re- 
search director  of  Phoenix-based  pollster 
Behavior  Research  Center.  "Now  he's 
got  an  uphill  fight  to  convince  voters 
he's  not  like  all  the  rest." 

Symington's  problems  stem  from  his 
12-year  stint  as  director  of  Phoenix' 
Southwest  Savings  &  Loan  Assn.  The 
bailout  of  the  thrift,  seized  by  federal 
regulators  in  February,  1989,  will  cost 
taxpayers  an  estimated  $941  million.  Its 
portfolio  includes  Symington's  Camel- 
back  Esplanade,  a  19-acre  project  he  de- 
veloped in  Phoenix.  The  thrift,  which  re- 
tains an  18%  stake  in  the  project,  has 
written  down  $52  million  on  its  invest- 


ment. The  RTC  report  charges  that  Sy- 
mington put  only  $432  of  his  own  money 
into  the  project  and  used  his  status  as  a 
director  to  obtain  a  22%  interest  in  the 
project  and  an  $8  million  developer's  fee. 

Just  back  from  a  business  trip  to  To- 
kyo, Symington  labels  the  RTC  report 
"the  skewed  opinion  of  one  person"  and 
"a  blatant  attempt  to  smear  me."  Sy- 
mington says  he  put  $400,000  of  his  own 
money  into  the  project  and  guaranteed 
loans  for  $9  million  more.  Southwest,  he 


At  the  time,  Symington  dismissed 
charges  as  political  gamesmanship, 
it's  no  game  now:  The  House  Bank 
Committee's  oversight  panel  has  orde 
hearings  on  the  transaction.  And  e< 
Symington's  associates  expect  the  RT( 
file  a  civil  action  against  South  we; 
board.  "The  question  is  how  far  b; 
they  intend  to  go,  and  whether  they'll 
back  to  the  governor,"  says  Jay  Wil 
Symington's  Phoenix  attorney. 
some  high  marks.  Symington  co 
face  further  problems.  The  RTC  is  in\ 
tigating  Salt  Lake  City-based  Ameri< 
Savings  &  Loan  Assn.,  on  whose  bo 
the  governor  sat  for  four  years  in 
mid-1980s.  Some  personal  investme 
are  also  doing  poorly.  Symington's 
yers  are  scrambling  to  refinance  th 
of  12  real  estate  limited  partnerships 
which  Symington  is  involved. 

Like  dozens  of  other  real  estate  dei 


Born,  New  York  City,  1945 


BA,  Harvard  University,  1968 


U.S.  Air  Force,  1968-72 


Starts  Symington  Co.,  a 
real  estate  developer,  1 976 


Director,  Southwest  Savings 
&  Loan  Assn.,  1972-84,  and 
American  Savings  &  Loan 
Assn.,  1983-86 

Fund-raiser,  campaign  to  re- 
call former  Arizona  Governor 
Evan  Mecham,  1988 

Elected  governor,  beating 
former  Phoenix  Mayor  Terry 
Goddard,  February,  1991 


\ 


says,  got  $30  million  in  profits  for  its 
initial  $25.9  million  investment  in  the 
land  and  would  get  millions  more  if  the 
project  were  to  be  sold.  Moreover,  his 
fees,  which  he  calls  standard  for  the  in- 
dustry, amounted  to  $2.2  million  from 
Southwest.  The  remaining  $5.8  million 
came  from  Japanese  investors.  Finally, 
Symington  stresses  that  construction  of 
the  project  began  in  1987,  three  years 
after  he  left  the  thrift's  board. 

The  charges  themselves  aren't  new.  In 
February,  just  as  Symington  and  former 
Phoenix  Mayor  Terry  Goddard  headed 
into  the  final  round  of  gubernatorial  vot- 
ing, the  Senate  antitrust  subcommittee 
published  a  lengthy  report  that  accused 
Symington  of  violating  federal  conflict- 
of-interest  regulations  in  the  deal. 


opers,  Symington  has  been  done  in  i 
Arizona's  depressed  real  estate  markl 
Yet  his  personal  problems  haven't  hJ 
bled  his  political  performance,  at  lei 
not  yet.  He  is  given  high  marks  I 
pushing  through  the  state's  $3.5  bill! 
budget  without  raising  taxes  and  :ir 
ending  a  hazardous-waste  controveiy 
by  buying  out  and  then  closing  down  j 
incineration  project. 

Still,  Symington  is  vulnerable,  "lie 
question  is,"  says  state  Democratic  Pf1 
ty  Executive  Director  Melodee  Jacksit, 
"can  he  continue  to  run  the  state  w| 
one  hand  and  work  out  his  own  finan(S 
with  the  other?"  If  he  can't,  the  sinkbe 
can  easily  accommodate  another  victiil 

By  Ronald  Grover  in  Los  Angeles,  wt 
Mike  McNamee  in  Washington 
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Microsoft  Excel  3.0 


Microsoft  Excel  3.0 
voted  world  leader. 


PC  World,  September  1991. 
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STRATEGIES 


ONLY  THE  BEST:  MOTOROLA  LIGHTING  ENGINEERS  AND  TECHNICIANS  CHECK  ELECTRONIC  BALLASTS 


MOTOROLA  WANTS  TO  LIGHT  UP 
ANOTHER  MARKET 


It's  taking  on  old  foreign  rivals  with  its  entry  into  fluorescent  systems 


otorola  Inc.  spent  much  of  the 
1980s  fighting  off  assaults  by 
[Japanese  rivals  on  its  cellular 
phone,  semiconductor,  and  pager  busi- 
nesses. Motorola  not  only  survived — it 
triumphed,  by  passionately  embracing  a 
single  concept:  quality.  The  company 
spent  heavily  on  capital  improvements, 
research,  and  employee  education  to  re- 
capture markets.  The  standard  remains 
Motorola's  rugged  commitment  to  "Six 
Sigma"  quality — statistical  jargon  for 
defect-free  manufacturing. 

Despite  its  success,  Motorola  hasn't 
used  what  it  learned  about  quality  to 
invade  new  markets.  Until  now.  The 
Schaumburg  (111.)  company  was  set  on 
Oct.  3  to  announce  the  formation  of  Mo- 
torola Lighting  Inc.  The  new  subsidiary 
will  produce  electronic  ballasts,  the 
transformers  that  run  fluorescent-light- 
ing systems.  By  coupling  a  high-quality 
product  and  intensive  customer  service, 
Motorola  bets  it  can  grab  worldwide 
market  share  from  old  Japanese  foes  To- 
shiba and  Matsushita,  as  well  as  the 
Netherlands'  Philips.  The  first  step:  Con- 
quer the  $700  million  U.  S.  market.  MLI 
President  Levy  Katzir  is  confident: 
"We're  going  to  build  a  big  business." 

Stepping  into  a  whole  new  business  is 
a  stretch  for  Motorola.  It  hasn't  started 
from  scratch  since  it  jumped  into  the 


semiconductor  business  40  years  ago. 
Small  wonder.  To  enter  the  lighting-bal- 
last market,  the  company  has  had  to  hire 
more  than  100  employees,  build  a  new, 
$10  million-plus  factory  in  nearby  Buffa- 
lo Grove,  and  spend  three  years  re- 
searching and  developing  a  product. 

But  Levy  says  the  market  opportunity 
is  too  attractive  to  miss.  Roughly  1.5 
billion  ballasts  in  the  U.  S.  will  be  re- 
placed at  up  to  $40  each  over  the  next 
decade  as  they  burn  out.  And  MLI  will  be 
bidding  for  customers  with  its  energy- 
saving  model.  MLI  will  get  some  help: 
Programs  sponsored  by  the  federal  gov- 
ernment and  local  utility  companies  en- 
courage corporations  to  replace  aging  in- 


MOTOROLA'S  SALES  PITCH 

Here 's  how  Motorola  is  plugging  its  elec- 
tronic fixtures  for  fluorescent  lights  vs. 
the  standard  electro-magnetic  variety: 


MOTOROLA 


►  Needs  120 
watts  to  power 

►  No  irritating 
flicker 

►  Weight:  2 
pounds 


STANDARD 


►  Needs  180 
watts  to  power 

►  Flicker  causes 
eyestrain 

►  Weight:  8 
pounds 


DATA:  COMPANY  REPORTS 


efficient  ballasts  with  new  transforms 
most  often  those  that  use  modern  e 
tronics  that  demand  less  electric 
(chart). 

Still,  many  companies  offer  electro 
ballasts.  To  succeed,  Motorola  will  h; 
to  use  everything  it  has  learned  ab 
quality.  In  search  of  that  edge,  i 
chose  its  suppliers  for  their  ability 
deliver  defect-free  parts  and  awan 
them  long-term,  sole-source  contra< 
Teams  from  engineering,  marketi: 
and  manufacturing  joined  together 
design  the  product.  During  1989, 
subsidiary's  22  employees  worked  ir 
single  room  at  Motorola  headquartf  ( ; 
Says  Manufacturing  Manager  Russ 
travartolo:  "Everybody's  business 
everybody's  business." 
seamless  effort.  Working  closely 
gether  permitted  perhaps  the  crucial 
ment  in  moving  fast:  simultaneous 
sign  and  construction  of  the  product  e 
factory.  Although  widely  used  in  Jap 
the  technique  is  still  catching  on  amc 
U.  S.  manufacturers.  Rather  than  des 
the  product  and  then  test  whether  it  < 
be  manufactured,  as  many  compan 
do,  MLI  made  the  process  seamless.  M 
ufacturing  staffers  sat  in  on  prodi  \  * 
design  meetings,  and  vice  versa.  Int 
vartolo  says  redesign  work  that  wo 
have  taken  three  weeks  elsewhere  v 
done  in  two  days  because  design 
production  staff  sat  down  and  solve( 
problem  whenever  it  came  up. 

Besides  choosing  suppliers  on  their 
herence  to  quality  specs  and  not  j 
price,  the  company  also  rigged  its  p 
duction  line  so  bells  and  lights  flf 
whenever  computers  detect  a  def( 
When  defects  occur,  engineers  gatl 
for  an  "E2,"  Motorola  Lighting  jarg 
for  a  quick  meeting  designed  to  fig 
out  what  steps  need  to  be  taken  to 
dress  a  problem.  The  company  expe 
to  attain  "Six  Sigma" — defect-free  s 
tus — by  December. 

So  what  are  the  results  of  this  att 
tion  to  detail?  Test  customers  s 
they're  impressed.  Sam  Duff,  presidi 
of  Amtech  Lighting  Services  in  South 
Monte,  Calif.,  a  major  lighting-syste 
maintenance  company,  says  MLl's  pr 
uct,  which  he  tested,  dusts  the  comp< 
tion.  "Its  energy  savings  were  supi 
or,"  he  reports,  "and  we  had  zi 
failures." 

Some  rivals  aren't  anxious  to  : 
Motorola  enter  the  market.  "They've  j 
a  great  name  and  understand  qualit 
says  a  senior  executive  for  one  U.  S. 
val.  Others  are  waiting  to  taste  the  p 
ding.  Says  one  dubious  competit 
"They  haven't  sold  anything  ye 
Motorola  is  betting  its  good  name  i 
reputation  will  change  that  fast. 

By  Kevin  Kelly  in  Buffalo  Grove, 
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Microsoft  Excel  3.0 


If  the  last  few  pages 
lidrit  convince  you  that 
Microsoft  Excel  3.0  is 

the  best  Windows 
>preadsheet,  maybe  the 

next  ninety  davs  will. 


Since  its  introduction,  Microsoft  Excel  for  Windows  has 
been  receiving  rave  reviews  from  the  experts. 

Now 's  your  chance  to  review  it  for  yourself,  along  with  a 
ninety  day  money  back  guarantee! 

And  if  you're  currently  using  any  version  of  Lotus  1-2-3, 
you  can  upgrade  to  Microsoft  Excel  3.0  for  only  $129." 

For  more  information,  call  us  at  (800)  323-3577  Depart- 
ment W58.  There's  never  been  a  better  time  to  start  using  the 
best  spreadsheet  for  Windows. 
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COMPUTERS  I 


MIPS  COMPUTER  HAS  A 
BEAUTIFUL  FUTURE  BEHIND  IT 


The  ACE  consortium's  endorsement  wasn't  the  trump  card  it  needed 


Just  last  spring,  MIPS  Computer  Sys- 
tems Inc.  had  the  world  at  its  feet. 
In  April,  computer  industry  power- 
houses Compaq,  Microsoft,  DEC,  and  a 
host  of  others  had  formed  an  alliance, 
dubbed  the  Advanced  Computing  Envi- 
ronment (ACE)  group.  Its  mission  was  to 
set  new  standards  for  desktop  comput- 
ers. At  the  heart  of  their  plan:  micro- 
processors made  by  mips. 

Spring  turned  to  summer,  and  sum- 
mer was  a  bummer,  mips's  chip  business 
has  been  flat.  And  the  company  is  af- 
flicted with  sluggish  demand  from  re- 
sellers— computer  companies  that  sell 
MlPS-made  equipment  under  their  own 
labels.  The  result?  mips  is  expected  to 
post  a  brutal  $15  million  loss  on 
sales  of  $45  million  for  its  third  quarter, 
ended  Sept.  30  (chart).  Stunned  investors 
have  driven  mips  stock  to  11,  down  from 
21  in  March. 

Worst  of  all,  that  ACE  alliance  is  about 
as  tightly  knit  as  the  Soviet  Union. 
While  members  argue  over  technology, 
competitors  are  quickly  passing  them 
by.  That  has  some  ACE  members  looking 
for  a  new  coalition  to  join. 
systems  crash.  Things  started  going 
sour  for  MIPS  as  it  became  clear  that  its 
new  R4000  chip  would  take  as  much  as  a 
year  longer  to  develop  than  some  cus- 
tomers had  expected.  Unveiled  on  Oct.  1, 
MIPS  won't  ship  copies  until  early  1992. 
Meanwhile,  competitors  such  as  Hew- 
lett-Packard Co.  have  developed  reduced 
instruction-set  computer  (RISC)  chips  that 
surpass  the  R4000's  performance. 

Then  there's  the  company's  work- 
station and  server  business,  which  ac- 
counts for  nearly  75$  of  revenues. 
Those  products  have  been  posting  disap- 
pointing sales,  thanks  mostly  to  ineffec- 
tive marketing  by  weak 
computer-company  re- 
sellers. MIPS  Chief  Exec- 
utive Robert  C.  Miller- 
concedes  those  deals 
aren't  paying  off. 

MIPS  is  partly  to 
blame.  The  company 
has  disrupted  relations 
with  its  resellers  by  cur- 
tailing development  of 
promised  high-end  prod- 
ucts. As  a  result,  Prime 
Computer  Inc.,  whose 
customers    have  said 


they  are  now  wary  of  depending  on 
MIPS,  is  looking  at  other  suppliers,  in- 
cluding HP  and  IBM,  says  Prime  Chair- 
man Russell  E.  Planitzer.  And  while 
France's  Groupe  Bull  still  plans  to 
launch  a  workstation  built  around  the 
R4000  chip,  industry  executives  say  the 
company  may  eventually  shift  to  a  com- 
peting line  built  around  chips  made  by 


52  BUSINESS  WEEK 


CEO  MILLER:  COMPETING  RISC  CHIPS  ARE  COMING  ON  STRONG 


A  ROUGH  START 
FOR  MIPS 


(V  89  l'90  II 
▲  MILLIONS  OF  DOLLARS 


HP  or  others.  Then  there's  Wang  Labora- 
tories Inc.,  which  in  January  said  it 
would  be  a  big  MIPS  reseller.  Six  months 
later,  Wang  Labs  decided  to  sell  IBM 
computers  instead,  after  Big  Blue 
pledged  to  pump  as  much  as  $100  million 
into  Wang. 

With  all  that  trouble  brewing,  Miller 
has  been  counting  on  the  ACE  alliance  to 
keep  the  company  on  track.  He  figures 
the  group  is  a  ready- 
made  market  for  both 
its  chips  and  its  comput- 
ers. Indeed,  the  compa- 
ny has  been  telling 
members  of  the  group 
that  it  will  design  ACE 
machines  and  then  li- 
cense those  designs  to 
them.  That  could  be 
nearly  as  good  a  busi- 
ness as  licensing  chip 
designs,  which  carries  a 
luscious  85%  profit  mar- 
gin. Says  Miller:  "We 


DAW;  COMPANY  REPORTS  MONTGOMERY  SECURITIES 


want  to  see  the  MIPS  logo  everywhejm 
Some  major  ACE  members  aren't  1§| 
py  about  the  plan.  They  worry  ijat 
members  who  use  the  MIPS  workstajjo 
design  will  undercut  products  from  1 
er  ACE  members.  And  a  MIPS  plarip 
manufacture  its  own  ACE  workstatijffi 
has  members  worried  that  the  efk 
could  financially  debilitate  mips. 

Meanwhile,  the  ACE  group  itself  ■ 
been  slow  to  set  important  techrB 
specifications.  Indeed,  for  now,  mos]6i 
ace's  85  members  are  merely  obsen* 
what  others  are  doing  and  may  nap 
build  their  own  machines.  Scoffs  Gp- 
luca  Rattazzi,  president  of  ACE  meme. 
Parallan  Computer  Inc.:  "The  next  um- 
ber will  be  Kmart." 
As  a  result  of  those  problems,  n«t 
ACE  members  re 
hedging  their  hts 
and  could  actmjly 
end  up  producer 
machines  based  in 
chips  made  by  ti- 
ers. Last  April,  m 
instance,  Com&c 
bought  13%  of  I 
con  Graphics  li.. 
which  says  it  canie- 
sign  MlPS-style  ifc 
chips.  And  HP  s|s 
it's  talking  with  Zl 
members  interned 
in  its  chips. 

NEW  RIVALS.  AC!  ii 

also  facing  new  cm- 
petition  every  c{y. 
IBM's  deal  with  tp- 
ple  Computer  IE- 
detailed  on  Oct  i 
(page  54),  will  ro- 
duce  a  RISC  chip  tat 
of  desktop-compiier 
workstation  m^er 
Inc.,  which  haa't 


might  draw  lots 
makers.  And  No.  1 
Sun  Microsystems 
built  relationships  with  many  comp:er 
companies,  last  month  promised  to  rrike 
its  software  work  on  IBM-style  PCs.  lat 
could  make  Sun's  Sparc  RISC  chip  a  »p 
ular  alternative  for  ACE  members. 

For  all  the  doubts,  MIPS  isn't  in  irrie- 
diate  danger.  Analysts  say  an  Auusi 
restructuring  that  cut  10%  of  MIPS'sS1' 
employees  should  restore  profits  inh« 
fourth  quarter.  And  Miller  points  'U 
that  big  sales  of  MlPS-based  w«- 
stations  by  just  a  few  key  members: 
the  ACE  group  could  guarantee  the  sta 
dard's  success — and  MlPS's  prospety 
But  that  could  take  well  into  1993 
Miller  concedes:  "When  you're  betwer 
the  promise  and  the  delivery,  trt'? 
when  you're  most  vulnerable."  To  n 
spring  must  seem  like  a  long  time  sfo. 

By  Robert  D.  Hof  in  Sunnyvale,  CM-, 
with  Gary  McWilliams  in  Boston  fid 
Jonathan  B.  Levine  in  Paris 
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INCOME  STOCKS 
FOR  LOWER  BISK 

T.  HOWE  PRICE  EQUITY  INCOME  FUND  PUTS  DIVIDEND  POWER  TO  WORK  FOR  YOU 

This  Fund,  our  most  conservative  stock  fund,  seeks  high  current  income  and  capital  growth 
by  investing  in  dividend-paying  stocks  of  established  companies.  Its  approach  is  designed  to 
help  you  benefit  from  the  strong  return  potential  of  stocks 
without  a  lot  of  risk. 


High  dividends  for  extra  stability  and  enhanced  return 
potential.  Historically  a  high  level  of  dividend  income 
has  been  a  stabilizing  component  of  a  stock's  total  return 
through  both  up  and  down  markets.  Reinvesting  and 
compounding  dividends  can  significantly  enhance  total 
returns  as  well.  For  the  decade  ended  December  1990, 
reinvested  dividends  contributed  an  impressive  46%  of 
the  S&P  500's  total  return. 

A  proven  performer.  The  Fund's  focus  on  stocks  which 
pay  relatively  high  dividends  has  produced  strong  returns 
since  its  1985  introduction.  As  the  chart  shows,  $10,000 
invested  when  the  Fund  started  would  have  grown  to 
almost  $23,000  by  June  1991.  In  addition,  the  Fund's 
5-year,  risk-adjusted  performance  has  earned  a  5-star 


HOW  $10,000  INVESTED  10/31/85 
WOULD  HAVE  GROWN** 
$25,000i 


20,000 


15,000 


10,000 


12/85  12/87  12/89  6/91 


Average 
Annual 
Total  Return 
as  of  6/30/91 


1  year 
9.80% 


(highest)  rating  from  Morningstar,*  an  inde- 
pendent mutual  fund  rating  service. 

Send  for  a  free  guide.  Our  guide, 
Conservative  Stock  Investing,  can  help 
you  make  informed  decisions  to  work 
towards  your  long-term  goals. 

$2,500  minimum  ($1,000  for  IRAs). 
No  sales  charges. 


r 


Call  24  hours  for  a  free  guide 
Conservative  Stock  Investing 
1-800-541-7853 


T.  Rowe  Price,  100  E.  Pratt  St. 
Baltimore,  MD  21202 

Send  a  free  Conservative  Stock  Investing 
guide,  and  a  prospectus  with  more 
complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses. 
I  will  read  the  prospectus  carefully  before 
I  invest  or  send  money. 
Also  send  information  for:  □  IRA  □  Keogh 


Name 


Address 


City/State/Zip 


EIF013450 


Phone 


□  Home      □  Business 


Invest  With  Confidence 

TRoweRlce 


'/12/91  report.  "Chart  shows  cumulative  total  return  10/31/85  to  6/30/91.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gams 
stributions.  Total  return  represents  past  performance.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption 
an  at  original  purchase.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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IT'S  OFFICIAL:  IBM  AND 
APPLE  TIE  THE  KNOT 


►  IBM  and  Apple  Computer  fi- 
nally signed  on  the  dotted  line 
on  Oct.  2.  As  expected,  the 
personal  computer  industry's 
No.  1  and  No.  2  players 
agreed  to  develop  software 
and  multimedia  and  network- 
ing technology,  while  IBM  and 
Motorola  will  work  together 
on  microprocessors.  The  three 
companies  emphasized  that 
the  results  of  their  work  will 
be  available  to  the  rest  of  the 
industry.  "This  is  not  an  ex- 
clusive exchange,"  Apple 
Chairman  John  Sculley  said. 

The  most  ambitious  aspect 
of  the  Apple-IBM  deal:  two 
jointly-owned  startups.  The 
first,  called  Taligent  (a  fusion 
of  talent  and  intelligence),  will 
write  a  new  operating  system. 
Kaleida  (for  kaleidoscope)  will 
develop  formulas  for  integrat- 
ing video  and  sound  with  the 
PC.  IBM  and  Apple  wouldn't 
discuss  financial  terms. 


THREE  WAS  A  CROWD 
AT  ICOS 


►  When  Seattle  biotech  start- 
up Icos  raised  an  eye-popping 
$69  million  last  year,  it  based 
its  sales  pitch  largely  on  the 
credentials  of  its  three  top  sci- 
entists. But  could  the  trio — 
Amgen  founder  George  Rath- 
man,  Genetic  Systems 
founder  Robert  Nowinski,  and 
Immunex  co-founder  Christo- 
pher Henney — work  togeth- 
er? A  terse  press  release 
from  the  year-old  company  on 
Sept.  27  suggests  they 
couldn't.  Nowinski  has  re- 
signed to  pursue  "other  op- 
portunities," turning  the  CEO 
spot  over  to  Rathman. 


A  NEW  FRENCH  GIANT 
IN  ADLAND 


►  The  French  have  been 
steadily  building  their  pres- 
ence in  the  global  advertising 
industry.  And  on  Oct.  2,  two 
top  French  agencies  made  the 
biggest  splash  yet  by  merg- 


ing to  create  a  powerful  new 
rival  to  the  British  and  Ameri- 
can ad  giants.  France's  No.  1 
agency,  Eurocom,  will  merge 
with  No.  3,  Roux,  Seguela, 
Cayzac  &  Goudard. 

With  billings  of  $7.4  billion, 
the  combined  agency,  Euro 
RSCG,  is  the  biggest  agency  in 
Europe  and  the  sixth-largest 
in  the  world.  It  will  have  a 
major  U.  S.  presence  through 
three  subsidiaries:  Delia  Fe- 
mina  McNamee,  Tatham 
RSCG,  and  Messner  Vetere 
Berger  Carey  Schmetterer. 


AMEX  SLIPS 

ON  ITS  OPTIMA  CARD 


►  American  Express  has  got- 
ten in  trouble  again,  only  this 
time  it  has  nothing  to  do  with 
its  brokerage  unit.  AmEx's 
latest  problem  has  cropped  up 
in  its  flagship  unit,  Travel  Re- 
lated Services.  For  the  first 
time  ever,  TRS  will  post  a 
quarterly  loss,  the  result  of  a 
$265  million  charge  to  account 
for  1,700  layoffs,  office  clos- 
ings, and  loan-loss  reserves. 
The  TRS  loss  will  net  out  to 
$50  million  to  $75  million. 

The  culprit:  AmEx's  Optima 
credit  card.  "To  be  blunt,  we 
learned  the  hard  way  that  a 
recession  is  not  the  time  to 
attempt  to  aggressively  build 
a  credit  business  with  below- 
market  interest  rates,"  wrote 
AmEx  President  Harvey  Go- 
lub  in  a  letter  to  employees. 
To  make  matters  worse,  the 
company  had  to  write  off  $24 


TAKE  ME  OUT  TO  THE  COURTHOUSE 


-  ,  . 

f  -  1 
iti,«,i»ii,i*i 


Here's   further   proof,   if  any 
were  needed,  that  no  good  deed 
goes  unpunished.  Paul  Katzeff, 
CEO  of  Thanksgiving  Coffee  Co. 
and  a  certified  baseball  nut, 
thought  he  had  a  swell  idea  to 
raise  money  to  restore  a  run- 
down municipal  baseball  dia- 
mond located  near  his  headquar- 
ters in  Mendocino  County,  Calif., 
and  sell  more  coffee  in  the  bar- 
gain. Katzeff  concocted  a  blend 
of  beans  from  countries,  such  as  the  Dominican  Republic, 
live  and  breathe  beisbol.  Each  time  he  sells  a  pound  of  Grl 
Slam  Coffee,  he  donates  50$  to  help  build  a  new  field! 
dreams.  He  plans  to  take  his  scheme  nationwide — if  the  l| 
yers  for  Denny's  Restaurants  let  him. 

Denny's  features  a  Grand  Slam  breakfast,  and  its  lawj 
claim  Katzeff's  coffee  might  confuse  people.  What's  truly 
fusing  is  that  Denny's  Grand  Slam  meals  don't  even  inclil 
coffee.  "They  have,"  sniffs  Katzeff,  "weak  grounds." 


million  to  cover  debts  wrongly 
classified  as  collectible.  In  the 
future,  AmEx  will  scale  back 
the  Optima  card  and  raise 
prices. 


A  GRAND  ALLIANCE 
FOR  TIME  WARNER? 


►  Time  Warner  has  moved 
closer  to  clinching  the  elusive 
strategic  alliance  promised  by 
Chairman  Steven  Ross  since 
Time  and  Warner  merged  in 
January,  1990.  Japan's  To- 
shiba and  C.  Itoh  both  said 
they  were  negotiating  to  buy 
an  equity  stake  in  Time 
Warner.  Neither  offered  de- 
tails or  said  how  far  the  talks 


have  progressed.  Ti| 
Warner  had  no  comment. 

Japanese  and  U.  S.  sourj 
close  to  the  deal  said  the 
anese  companies  might  < 
pay  $500  million  to  buy  intJ 
new  company  with  interel 
in  Time  Warner's  cable,  jl 
TV,  and  movie  divisions.  Invl 
tors  were  initially  cool:  "E\| 
after  this,  they  still  have  I 
billion  in  debt  left,"  said  oil 


BANKING  FROM  HOMI 
AT&T  STYLE 


►  Dozens  of  attempts  to  g 
consumers  to  bank  and  sh 
using  home  terminals  ha 
flopped,  but  AT&T  executh 
claim  that  they've  fina 
found  a  winning  combinati* 
In  an  Oct.  2  interview,  at 
Network  Systems  Vice-Pre 
dent  Philip  Wilkinson  st 
AT&T  hopes  to  take  in  rougl 
$500  million  a  year  by  19 
from  sales  of  home  termini 
and  interacting  computer  sj 
terns  as  well  as  from 
creased  use  of  the  AT&T  n 
work  for  long-distan 
transactions. 

AT&T's  Smart  Phone  wo 
like  a  regular  phone  but  ha 
screen  for  banking,  payi)| 
tills,  and  ordering  merchai 
dise.  Huntington  Banksharl 
in  Columbus,  Ohio,  will  i 
AT&T's  first  customer. 


i 
i 
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To  be  certain,  we  freeze  it,  bake  it,  shake  it  and 
run  it  through  a  dozen  torturous  tests. 

But  to  ensure  your  unshakable  confidence  in 
the  new  Elantra,  we'll  do  even  more.  For  two  years, 
we'll  service  your  new  Elantra  for  you.  For  nothing. 
Whatever  needs  to  be  done,  we'll  do.  About  all 
you'll  pay  for  is  the  gas.*  (Of  course,  this  is  over  and 
above  our  other  warranties.) 

What  else  does  the  Elantra  offer  you  for  a  start- 
ing price  of  just  $8,995?**  A  16-valve  DOHC  engine. 
Power  steering.  Spacious  interior.  And  so  much 
more  that  we  could  write  a  book.  Which,  of  course, 
we  have.  Call  800-826-CARSfor  a  brochure.  Naturally, 
we're  giving  them  away,  too.  HYUFIDHI 


Hyundai.  Yes,  Hyundai, 


•Includes  all  scheduled  maintenance  lor  2  years/24,000  miles  Tires  covered  by  manufacturer's  warranty  Excludes  items  and  repairs  between  setvicings  or  due  to  accident,  abuse  ot  modification 
See  dealer  tor  limited  warranty  details  "Price  of  GLS  shown  starts  at  19,999  MSRP  excludes  freight,  taxes,  title  and  options  Dealer  price  may  vary  Do  buckle  up  Don  t  drink  and  drive  ©  19S1  Hyundai 
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JRTAINS  FOR  A 
IGH-TECH  CONSORTIUM? 


Mnce  its  inception  in  1987,  the  14-company  consortium 

> known  as  Sematech  Inc.  has  been  considered  a  model  of 
government-industry  cooperation.  The  Austin  (Tex.)  en- 
ise,  which  receives  half  of  its  $200  million-a-year  budget 
Washington,  has  helped  U.  S.  chipmakers  develop  the 
lology  for  the  next  generation  of  semiconductors, 
it  Sematech  is  at  a  crossroads.  Funding  for  the  venture 
•es  next  September.  Consortium  partners  are  preparing  an 
tious  plan  for  Sematech  II,  which  would 
,s  research  into  computer-aided  manu- 
iring  and  other  software  projects.  But 
agon  budget  woes  and  ideological  back- 
from  the  Bush  Administration  could 
irdize  Sematech's  plans, 
matech  has  fallen  short  of  its  original 
5,  which  included  reversing  the  competi- 
decline  of  the  U.  S.  chip  industry.  But  it 
helped  arrest  the  industry's  free-fall, 
natech  shows  what  a  business-govern- 
t  partnership  can  do  to  help  bolster  our 
e-grown  electronics  manufacturing 
if  says  Senate  Finance  Committee 
rman  Lloyd  Bentsen  (D-Tex.),  who  is 
ng  the  consortium's  staunchest  backers. 
le  cheers.  But  the  support  of  Bentsen 
Senator  Phil  Gramm  (R-Tex.)  may  not 
nough.  Extending  Sematech  "will  be  a 
;h  sell,"  says  Daniel  F.  Burton  Jr.,  a  top 
:ial  at  the  Council  on  Competitiveness, 
t  the  White  House,  science  adviser  D.  Allan  Bromley  has 
:ed  Sematech.  But  in  the  past,  officials  including  Chief  of 
f  John  H.  Sununu,  Budget  Director  Richard  G.  Darman, 
Council  of  Economic  Advisers  Chairman  Michael  J.  Boskin 
\  often  frustrated  Bromley's  attempts  to  win  backing  for 
•r  technology  initiatives. 

apport  for  Sematech  appears  to  be  weakening  at  the  Pen- 
>n  as  well.  A  recent  reorganization  of  the  Defense  Ad- 
:ed  Research  Projects  Agency  (DARPA),  which  underwrites 


Sematech,  left  the  venture  as  an  easily  lopped-off  limb.  One 
House  Democratic  staffer  suspects  that  darpa  might  have 
dropped  Sematech  in  the  reshuffling,  except  that  "they  knew 
Bentsen  and  Gramm  were  going  to  push  hard  for  it." 

Divisions  within  the  industry  don't  help  Sematech's  future. 
Texas  Instruments  Inc.,  American  Telephone  &  Telegraph  Co., 
and  other  giants  back  an  extension.  But  T.  J.  Rodgers,  presi- 
dent of  nonmember  Cypress  Semiconductor  Corp.,  complains 
that  Sematech  mainly  helps  big  companies. 
At  least  one  of  the  smaller  members  is  ex- 
pected to  drop  out  even  if  Sematech's  fund- 
ing is  renewed. 

The  fight  will  begin  in  earnest  in  the  next 
few  weeks,  as  the  Administration  draws  up 
its  budget  for  fiscal  1993.  Sematech  support- 
ers think  politics  will  win  the  President  to 
their  side.  "It's  not  worth  it  for  Bush  to 
fight  a  political  battle  that  will  become 
ugly,"  says  Michael  G.  Borrus  of  the  Univer- 
sity of  California  at  Berkeley. 

But  even  some  Democrats  question 
whether  such  bootstrap  arrangements  as  Se- 
matech should  get  long-term  federal  assis- 
tance. "If  consortia  prove  effective,"  de- 
clares House  Science  Committee  Chairman 
George  E.  Brown  Jr.  (D-Calif.),  "industry 
ought  to  support  most  or  all  of  the  effort 
after  an  original  startup  period."  Brown  has 
requested  audits  of  Sematech's  performance 
and  prospects  and  will  soon  unveil  the  findings  at  hearings. 

Industry  backers  of  Sematech  still  think  they  have  a  win- 
ning hand  in  Washington.  "If  14  companies  are  willing  to  send 
their  talent,  treasure,  and  technology  to  Austin,  then  Washing- 
ton [ought  to  be]  comfortable  matching  those  funds,"  says 
Intel  Corp.  lobbyist  Michael  C.  Maibach.  "It's  different  from 
saying  we  want  a  bailout." 

By  John  Carey,  with  Stephanie  Anderson  Forest  in  Dallas  and 
Russell  Mitchell  in  San  Francisco 


•ITAL  WRAPUPI 


INKING 


^jurisdictional  squabble  between 
%  House  committees  may  adminis- 
•  the  coup  de  grace  to  the  Bush  Ad- 
nistration's  broad  bank-reform  legis- 
;ion  this  year.  Banking  Committee 
iairman  Henry  B.  Gonzalez  (D-Tex.) 
complaining  bitterly  that  the  rival 
lergy  &  Commerce  Committee  over- 
epped  its  bounds  in  writing  its  own 
rsion  of  the  bill,  which  would  allow 
nks  to  enter  such  new  businesses  as 
curities  underwriting.  In  theory,  it's 
i  to  the  House  Rules  Committee  to 
me  up  with  a  unified  version  of  the 
jislation.  So  to  protect  his  panel's 
rritory,   Gonzalez   may   opt  for  a 


narrower  bill  that  infuses  new  money 
into  the  Bank  Insurance  Fund  with- 
out overhauling  the  financial-services 
industry. 

CANDIDATES  

A Presidential  contender  is  not  with- 
out honor,  save  in  his  own  state. 
Nebraska  Senator — and  former  Gover- 
nor— Bob  Kerrey,  who  declared  for  the 
Democratic  nomination  on  Sept.  30,  is 
extremely  popular  among  Corn- 
huskers.  But  he  doesn't  outdraw  Bush 
as  chief  executive.  A  September  poll  of 
Nebraska  voters  by  the  Omaha 
World-Herald  shows  Kerrey  losing 
59%  to  35%  against  Bush,  who  won 
60%  of  the  state's  vote  in  1988. 


LAWYERS 


rice-President  Dan  Quayle's  as- 
sault on  lawyers  at  an  American 
Bar  Assn.  meeting  in  August  was  only 
the  leading  edge  of  a  White  House  re- 
form campaign.  On  Oct.  1,  Quayle  told 
the  midsize  companies  of  the  American 
Business  Conference  that  the  Adminis- 
tration would  soon  propose  legislation 
to  slash  contingency  fees  for  court- 
room experts,  stick  losers  with  legal 
fees  in  civil  cases,  and  limit  punitive- 
damage  awards.  President  Bush  also 
plans  to  issue  an  executive  order  that 
would  implement  some  of  these 
changes  in  cases  where  the  federal 
government  is  the  plaintiff. 
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THE  JAPAN  THAT 
CAN  SAY  'GET  LOST' 


Relations  with  the  U.  S.  will  be  sorely  tested  in  America's  coming  election  year 

I^Hhe  Japanese  are  famous  for  not 

*.j  taking  vacations.  But  so  tranquil 
H  were  U.  S. -Japan  relations  this 
summer  that  every  employee  in  the  For- 
eign Ministry  section  handling  bilateral 
economic  issues  took  an  unprecedented 
two  weeks  off. 

It's  good  they're  rested,  because  the 
coming  year  is  starting  to  look  rocky. 
Many  of  the  thorny  issues  are  perennials 
that  rise  and  fall  with  the  seasons.  And 
with  the  1992  Presidential  elections 

drawing  closer,  Japan  is  bound  to  be  fair 
game,  as  it  has  been  in  the  past. 

But  this  isn't  deja  vu  all  over  again. 
What's  changed  is  this:  The  "glue"  of 
cold-war  security  considerations  that 
held  the  Japan-U.  S.  alliance  together  is 
quickly  coming  apart  as  the  Soviet 
threat  disappears.  Now,  economic  fric- 
tion is  coming  to  the  fore,  threatening 
the  vaunted  New  World  Order  in  which 
Japan  underwrites  America's  vision  of 
global  stability.  "If  the  U.  S.  and  Japan 

can't  work  together  to  create  a  stA 
order,  we've  got  trouble,"  says  Gastof. 
Sigur  Jr.,  the  Reagan  Administrati'jfe 
top  Japan  strategist. 

The  death  of  Soviet  communisn  u 
making  it  much  harder  for  the  U.  S|d 
use  defense  ties  as  an  excuse  to  go  e» 
on  Japan's  alleged  economic  sins.  Inl- 
cent  months,  the  charges  against  Tow 
have  piled  up  as  Japan's  trade  surjtis 
builds  again.  The  issues  are  not  limid 
however,  to  trade.  Instead,  they  sttt 
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»ntire  gamut  of  relations — every- 
from  Japanese  companies'  treat- 
of  U.  S.  employees  to  its  driftnet 
ig  in  the  Pacific  (table).  As  the 
Dcrats  point  to  U.  S.  competitiveness 
key  issue  in  1992,  the  Bush  Admin- 
jon  is  already  beginning  to  feel  the 
for  "mismanaging"  Japan. 
;king  isolation,  Tokyo  is  growing 
concerned  about  pleasing  its  erst- 
•  protector,  especially  as  Japan's 
>mic  clout  grows.  The  Japanese  are 
;ssing  irritation  at  what  they  con- 
to  be  unreasonable  U.  S.  demands, 
ice  Vice-Minister  Tadao  Chino  has 
called  for  an  economic  policy  "defi- 
independent"  from  America's. 
Japan  quietly  charts  its  own 
se,  the  Administration  has  paid 
s  attention.  Since  becoming  Secre- 
of  State  nearly  three  years  ago, 
is  A.  Baker  III  has  spent  just  one 
;  in  Tokyo,  preferring  to  focus  on 
more  explosive  Soviet  Union  and 
le  East.  Nor  have  President  Bush 
Japanese  Prime  Minister  Toshiki 
a  established  the  personal  chemistry 
their  predecessors  enjoyed.  As  a  re- 
while  specific  trade  disputes  have 
resolved  in  telecommunications  and 
conductors,  the  politics  of  the  rela- 
hip  continues  to  disintegrate. 
ey  machine.  That's  exactly  what 
Bush  Administration  doesn't  want  to 
.  When  the  President  visits  Japan  in 
amber,  he'll  be  trying  hard  to 
the  new  life  into  the  "global  part- 
hip''  concept  that  Administration  ex- 
5  privately  acknowledge  has  not 
somed.  That  formula — using  Japa- 
economic  clout  to  advance  U.S.- 
!  free-market  and  democratic  re- 
is  around  the  world — is  coming 
:r  fire  for  being  blind  to  Japan's 
petitive  challenge.  The  Administra- 
is  "practicing  unilateral  economic 
technological  disarmament  in  what 
ild  be  a  titanic  battle,"  says  Alan 
.dams,  associate  professor  of  mana- 
al  economics  at  Cornell  University. 
Me  the  U.  S.  wants  and  needs  To- 
s  deep  pockets,  a  much  more  confi- 
.  Japanese  leadership  is  not  about  to 
w  its  money  around  on  command, 
the  most  part,  Japan  will  continue  to 
iw  America's  lead  on  global  issues, 
it  is  clearly  staking  out  more  areas 
re  it  will  take  an  independent  course, 
in,  for  example,  has  balked  at  pony- 
up  the  billions  of  dollars  the  rest  of 
world  expects  it  to  contribute  to  the 
■nstruction  of  the  Soviet  Union  and 
tern  Europe.  "The  Japanese  people 
l't  glad  to  hear  that  Japan  is  viewed 
in  automatic  teller,"  says  Kenichiro 
le,  an  American  affairs  director  at 
Foreign  Ministry. 

ipan's  growing  clout  also  is  shown  in 
flap  over  laptop  computer  screens. 
Japanese  have  been  dumping  their 


liquid-crystal  displays  (LCDs),  widely  rec- 
ognized as  one  of  the  technologies  of  the 
future,  onto  the  U.  S.  market.  On  July  9, 
the  U.  S.  slapped  a  63%  duty  on  Japa- 
nese screens.  Rather  than  protest,  as 
they  might  have  in  the  past,  the  Japa- 
nese coolly  shifted  laptop  production 
back  home.  And  instead  of  shipping  the 
screens  to  American  assemblers  in  the 
U.  S.,  they  are  planning  to  send  them  to 
offshore  plants  of  U.  S.  laptop  makers. 
"Flat  color  screens  would  be  very  diffi- 
cult to  produce  in  the  U.  S.,"  says  Yu- 


U.S.-JAPAN  TIES: 
A  THOUSAND  POINTS 
Of  FRICTION 


TRADE 


Japan's  rising  trade  surplus  with  the 
U.S.  is  expected  to  reach  $40  billion  this 
year 

House  Majority  Leader  Gephardt  intro- 
duces a  tough  bill  aimed  at  Japan 


TECHNOLOGY 


U.S.  imposes  a  63%  antidumping  tariff 
on  Japanese  flat-screen  displays  for  lap- 
top computers 

U.S.  General  Accounting  Office  accus- 
es Japanese  companies  of  withholding 
key  technologies  from  U.S.  companies 


JAPANESE  INVESTMENT 


Allegations  of  discrimination  are  grow- 
ing among  U.S.  employees  of  Japanese 
transplants 

U.S.  Customs  turns  up  the  heat  on  Jap- 
anese car  companies  for  alleged  price  fix- 
ing and  deceptive  local-content  claims 


ENVIRONMENT 


U.S.  opposition  to  Japanese  driftnet 
fishing  mounts 

Environmentalists  complain  more  loudly 
about  Japanese  exploitation  of  U.S.  tim- 
ber resources 


SECURITY 


The  Japanese  shelve  plans  to  buy 
American  AWACS  planes  after  Boeing 
raises  the  price 

U.S.  slaps  Japanese  company-for  sell 
ing  U.S.  technology  to  Iran 


taka  Iuchi,  a  Sharp  Corp.  executive. 
"LCDs  require  the  kind  of  precision  man- 
ufacturing at  which  Japanese  excel." 

The  incident  highlights  U.  S.  depen- 
dence on  Japan,  an  issue  likely  to  be  a 
hot  topic  in  1992.  Democratic  Presiden- 
tial candidates  already  think  they've 
found  a  potent  campaign  issue  in  com- 
petitiveness. In  his  announcement 
speech,  Senator  Bob  Kerrey  (D-Neb.) 
took  aim  at  the  Japanese,  whose  "adver- 
sarial policies  undermine  much  more 
than  the  economic  prosperity  of  Ameri- 


cans." But  Japan  is  prepared.  "We  know 
next  year  is  a  political  year  in  the  U.  S., 
and  we're  concerned,"  says  Sasae.  "But 
we're  not  going  to  bow  our  heads." 

Maybe  not,  but  Congress  is  stepping 
up  the  pressure.  Of  prime  concern  is  the 
growing  trade  deficit,  which  could  in- 
crease further  if  the  U.  S.  pulls  out  of 
the  recession  and  consumers  buy  more 
Japanese  goods.  House  Majority  Leader 
Richard  A.  Gephardt  (D-Mo.)  plans  to 
introduce  a  new  trade  bill  aimed  at  open- 
ing Japan  to  U.  S.  exports.  Gephardt 
says  the  bill  will  spotlight  Bush's  reluc- 
tance to  confront  the  Japanese.  The 
President  "is  weak  on  trade,"  says  Gep- 
hardt, and  "too  reticent  on  asserting 
American  interests." 
grassroots  grumbling.  At  the  grass- 
roots level,  U.  S.  opinion  of  Japan  contin- 
ues to  slide.  Even  in  parts  of  the  U.  S. 
that  have  traditionally  benefited  from 
ties  with  Japan,  such  as  the  Northwest, 
irritants  are  mounting.  A  well  of  resent- 
ment is  deepening,  as  the  Japanese  pay 
premium  prices  to  buy  raw  logs,  while 
small  mills  shut  down  down  because 
they  can't  get  enough  logs.  "It's  time 
for  the  Far  East  buyers  who've  been 
stripping  mill  jobs  away  from  Orego- 
nians  to  pay  up,"  says  Representative 
Peter  A.  DeFazio  (D-Ore.).  DeFazio  has 
sponsored  a  House  bill,  introduced  last 
month,  that  would  authorize  states  to 
tax  exports  of  logs  from  private  lands. 

By  contrast,  the  Japanese  are  giving 
less  play  to  tensions  with  the  U.  S.  than 
in  the  past.  In  part,  the  Japanese  are 
distracted  by  domestic  stock  scandals 
and  political  jockeying.  Later  this  month, 
the  Japanese  will  hold  elections  for 
Prime  Minister.  Though  Kaifu  has  suf- 
fered a  setback  for  failing  to  push 
through  a  political  reform  package,  he 
still  stands  a  good  chance  of  being  re- 
elected. If  he's  not,  the  likely  successor 
would  be  former  Finance  Minister  Kiichi 
Miyazawa,  who  has  experience  in  deal- 
ing with  Washington.  Also  complicating 
the  equation:  Finance  Minister  Ryutaro 
Hashimoto,  tainted  by  recent  scandals,  is 
expected  to  resign.  Some  U.  S.  officials 
fault  this  game  of  "musical  chairs"  for 
frustrating  their  efforts  to  build  strong 
political  ties. 

It'll  take  much  stronger  cooperation  to 
keep  relations  on  an  even  keel.  The  way 
both  sides  have  handled  Bush's  decision 
to  fly  to  Pearl  Harbor  on  his  way  home 
from  Japan  is  a  good  example  of  how  to 
diffuse  tensions.  Both  are  downplaying 
the  trip,  rather  than  firing  up  memories 
of  what  happened  50  years  ago.  In  the 
post-cold  war  era,  the  trick  will  be  to 
make  sure  that  as  the  U.  S.  and  Japan 
drift  apart,  the  result  is  a  redefined  rela- 
tionship, not  an  outright  rupture. 

By  Robert  Neff  in  Tokyo  and  Bill 
Javetski,  with  Amy  Borrus,  in  Washington, 
and  Joyce  Barnathan  in  New  York 
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"■way 


Mother  asked  why  I  charged  Jacks  ticket 
to  my  credit  card. 
And  I  told  her  its  a  Private  Issue. 
She  said,  "I  understand  completely,  but  don't  tell  your  father 


one*** 


Your  credit  card  should  be  a  Private  Issue: 

Your  credit  card  shouldn 't  be  like  everyone  else's.  Yours  should  travel  service,  interest-free' cash  advances  and  a  credit  line  opt 
have  an  automatic  5%  rebate  on  travel  booked  through  our  free  least  $5,000.  Not  to  mention  a  special  1.5%  Cashback  Bonw[' 

'When  bolonce  is  paid  in  lull  eoch  month  Cosh  transection  lee  is  2  5  "if  (S2  minimum  SIO  maximum]  If  finance  charge  applies  it  is  ot  least  50c  19  8^  APR  except  183  mME  NC  and  Wl  540  Annuol  Fee  "Up  tol  5%  yearly  based  on  onnual  level  of  purcB 
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Commentary/by  Peter  Galuszka 


THE  RUBLE  IS  DEAD.  LONG  LIVE  ...  THE  RUBLE? 


roons,  latts,  and  lits,  the  freshly 
minted  currencies  of  the  newly 
independent  Baltic  States,  lie  in 
;stern  European  bank  vaults  waiting 
be  hauled  home  in  armored  cars  and 
t  into  circulation.  In  Ottawa,  Canadi- 
Banknote  Co.  is  gearing  up  for  a 
ist  unusual  order:  printing  1.5  billion 
<ik  notes  that  the  Ukrainian  National 
nk  plans  to  introduce  as  the 
raine's  official  currency  next  year, 
setting  up  new  monies  is  suddenly  a 
t  trend  in  the  former  Soviet  Union. 
5  not  hard  to  see  why.  The  long- 
leaguered  ruble  is  fast  los- 
|  what  little  value  it  has. 
ntral-government  printing 
;sses  are  running  day  and 
fht  churning  out  billions  of 
w  ruble  notes  needed  to 
/er  the  payrolls  of  millions 
Soviet  retirees,  soldiers, 
d  state  bureaucrats.  Ex- 
ange  rates  may  as  well  be 
|  by  the  Mad  Hatter,  run- 
lg  from  a  ridiculous  $1.70 
ficially  to  less  than  2<f  at 
e  September  auctions  held 
the  State  Bank. 
3o  the  ruble  has  to  go  the 
iv  of  the  Communist  Party. 
|  new  currency,  backed  ei- 
sr  by  gold  or  by  hard  money,  must 
<e  its  place. 

To  do  this,  the  former  Soviet  repub- 
s  should  set  up  a  currency  exchange 
ard  to  issue  new  money.  It's  not  a 
w  idea.  In  the  19th  century,  such 
ards  were  commonplace  in  the  Brit- 
l  Empire  and  were  later  instrumental 
rebuilding  postwar  Germany.  Under 
lied  supervision,  a  currency  board, 
signed  to  operate  independently  of 
e  German  government,  created  new 
rrency  backed  by  foreign  money  in 
48.  Goods  appeared  in  stores  virtual- 
overnight.  The  new  money,  the 
jutschemark,  eventually  became  one 
the  world's  strongest. 
HD  bugs.  In  the  Soviet  case,  a  cur- 
ncy  board's  biggest  problem  would 
i  figuring  out  a  way  to  give  the  new 
rrency  credibility.  One  way  would  be 
back  a  new  Russian  ruble  with  gold, 
st  like  the  chervonets  currency  that 
;nin  allowed  during  his  1920s  flirta- 
)n  with  capitalism.  Other  observers 
)lieve  that  using  gold  is  a  bad  idea, 
icause  most  Western  banks  no  longer 
:cept  it  as  money,  and  by  some  ac- 


counts, the  Soviets  actually  have  far 
less  in  reserve  than  thought.  But  it 
may  not  matter  what  the  backing  is,  as 
long  as  cynical  Soviets  believe  in  it. 

They'll  need  to.  More  than  800  billion 
rubles  are  said  to  be  squirreled  away 
by  individual  Soviets  in  bank  accounts 
or  mattresses  because  they  can't  be 
used  to  buy  property  and  there  are  too 
few  goods  in  stores.  Tens  of  thousands 
of  old  rubles  may  have  to  be  traded  for 
only  a  few  hundred  new  ones.  But  indi- 
vidual Soviets  could  take  heart  that 
with  a  new  currency,  there's  a  good 


A  new  currency  would  help 
end  the  Soviet  economic 
tailspin,  but  not  without 
reforms  on  other  fronts 


chance  that  the  stores  will  fill  with 
goods.  If  nothing  happens,  hyperinfla- 
tion is  likely  to  eat  away  their  savings 
anyway. 

Issuing  a  new  national  currency 
wouldn't  preclude  the  republics  from 
printing  their  own  monies.  Yet  simply 
setting  up  new  currencies  under  new 
central  banks  in  the  republics  won't 
work.  If  the  currencies  are  not  convert- 
ible but  merely  political  symbols  of  a 
republic's  sovereignty,  they  will  be  just 
as  worthless  as  the  ruble.  Their  intro- 
duction could  bring  domestic  trade  to  a 
standstill,  touching  off  the  economy's 
collapse. 

With  proper  backing,  a  new  national 
money  would  easily  push  others  aside 


in  the  budding  post-Soviet  market 
economy.  Steve  H.  Hanke,  an  econom- 
ics professor  at  Johns  Hopkins  Univer- 
sity, notes  that  after  the  1918-20  civil 
war,  there  were  dozens  of  unviable 
currencies  in  Russia.  When  British 
troops  landed  with  other  foreign  inter- 
ventionists in  northern  Russia,  they  in- 
troduced a  new  ruble  backed  by  British 
sterling.  It  quickly  became  the  money 
of  choice. 

barter  chaos.  The  feckless  ruble  is 
the  prime  reason  why  trade  among  the 
republics  is  breaking  down  into  chaotic 
barter  deals.  Domestic  trade 
is  crucial  for  the  Soviet  econo- 
my, accounting  for  50%  of 
output  in  10  of  the  15  Soviet 
republics.  But  Ukrainian 
farmers  now  prefer  to  hoard 
their  products  and  wait  for 
good  barter  deals  rather  than 
accept  nearly  valueless  ru- 
bles. That  could  mean  food 
shortages  in  big  cities  or  stra- 
tegically vital  but  distant  and 
frozen  spots,  such  as  Siberian 
oil  and  coal  fields. 

Without  a  new  money,  re- 
form will  be  impossible.  "You 
can't  do  anything  to  fix  the 
Soviet  economy  with  a  cur- 
rency that's  not  a  better  value  than 
cigarettes  or  potatoes,"  says  Wayne  D. 
Angell,  a  governor  of  the  U.  S.  Federal 
Reserve  Board,  who  has  advised  Soviet 
leaders  on  monetary  policy.  The  built-in 
convertibility  of  a  new  currency  could 
draw  in  vastly  more  foreign  invest- 
ment, since  Western  companies  could 
repatriate  profits  easily. 

Even  though  a  new  currency  would 
do  much  to  end  the  Soviet  economic 
tailspin,  it  can't  work  unless  other  re- 
forms are  well  under  way  on  other 
fronts.  Prices  need  to  be  freed,  the 
bloated  central  budget  deficit  needs  to 
be  cut,  and  millions  of  unneeded  jobs 
should  vanish.  The  money  presses 
must  be  shut  off.  But  in  the  postcoup 
bickering,  prospects  are  dim  that  any- 
thing will  happen  soon.  To  Fed  Gover- 
nor Angell,  it  all  has  a  ring  of  deja  vu. 
Two  years  ago,  he  traveled  to  Moscow 
to  warn  Kremlin  leaders  that  the  ruble 
needed  immediate  attention.  Instead, 
he  says,  "they  chose  to  ask  for  more 
advice  and  more  advice  and  more  ad- 
vice." That's  a  luxury  they  can  no  long- 
er afford. 
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Eeeek! 


In  theory,  information  technology  is  supposed  to 
set  a  company  free. 

But  in  practice,  many  organizations  find  that 
technology  investments  increase  their  costs  with- 
out increasing  their  productivity. 

Andersen  Consulting  can  help  keep  your  organi- 
zation out  of  this  dangerous  trap. 

Using  our  combination  of  business  and  technology 

O  1«W0  Andersen  Consulting 


skills,  we  can  offer  solutions  that  directly  link  your 
information  systems  to  your  corporate  strategy. 

Which  means  your  entire  operation  can  feel  the 
productive  impact.  And  your  people  can  have  tools 
that  help  them  perform  more  effectively. 

It's  what  we  call  our  total  business  approach. 
And  it  works  so  well,  a  majority  of  the  Fortune  500 
have  called  upon  Andersen  Consulting. 


Because  these  days,  a  company's  si( 
may  depend  on  making  a  mouse  ro£ 


Andersen 
Consul™ 

ARTHUR  ANDERSEN  &  CO.,  S.C 


Where  we  go  from  h 


iternational  Outloo 


EDITED  BY  JOHN  PEARSON 


'S  NEXT  POWERHOUSE: 
1  ALL-BUT-UNIFIED  KOREA? 


the  road  to  Korean  reunification,  a  funny  thing  may 
■  happen  to  communist  North  Korea:  It  may  become  a 
'Flow-wage  workshop  for  South  Korean  industry.  The 
rn  for  such  an  arrangement  has  been  set  elsewhere  in 
China's  Guangdong  province  is  the  industrial  hinterland 
long  Kong,  and  Fujian  province  is  rapidly  becoming  an 
imic  satellite  of  Taiwan. 

South  Korea's  new  step-by-step  strategy  for  reunifica- 
President  Roh  Tae-Woo  and  the  South's  corporate  execu- 
are  mapping  out  such  a  role  for  North  Korea.  The  North 
•rately  needs  help  for  its  collapsing  economy.  Eventually, 
•  plan  succeeds,  rising  living  standards  in  the  North  will 

a  merger  with  the  South  feasible, 
or  now,  "our  basic  policy  is  gradu- 
,"  says  Kim  Hak  Joon,  Roh's  top 
fication  adviser.  Seoul  fears  that 
?  to  unite  an  increasingly  affluent 
illion  South  Koreans  with  their  22 
m  down-in-the-heels  neighbors  too 

would  create  far  greater  strains 
those  that  have  been  encountered 
;rmany's  unification. 
fidence  building.'  The  time  is  ripe 
:loser  North-South  ties,  however, 
ow,  which  accounts  for  half  of 
li  Korea's  trade,  is  cutting  off  sub- 
>.  That  leaves  the  country's  80-year-old  dictator,  Kim  II 
,  little  choice  but  to  look  for  new  partners  and  start 
ing  his  tightly  closed  regime.  China  wants  to  expand 
>mic  links  with  Seoul,  not  the  North.  Japan,  meanwhile,  is 
')ly  curbing  ties  with  North  Korea  until  it  allows  interna- 
1  inspection  of  its  nuclear  facilities. 

a  North-South  prime  ministers'  meeting  on  Oct.  22  in 
gyang,  South  Korea  is  expected  to  offer  to  sign  a  nonag- 
;ion  declaration.  And  President  Bush's  decision  to  remove 
/-range  U.  S.  nuclear  arms  from  Korea  appears  to  meet 
s  condition  for  letting  inspectors  monitor  the  North's 
;ar  installations.  Beyond  that,  North  Korea  will  propose 


drastic  cuts  in  offensive  arms.  But  Seoul  will  also  insist  on 
"confidence  building"  measures  such  as  North-South  tele- 
phone links,  expanded  trade  and  exchanges  of  people,  and  the 
opening  of  representative  offices  in  each  other's  capitals. 

Kim  has  already  allowed  some  openings,  including  border 
crossings  by  around  800  Koreans  in  authorized  sports,  cultur- 
al, and  political  exchanges  in  the  past  year.  North-South  eco- 
nomic links  have  been  expanding,  too.  Through  August,  indi- 
rect North-South  trade,  mostly  through  Hong  Kong  and 
China,  totaled  $124  million,  up  from  $24  million  in  1990. 
quick  benefits.  What  Kim  needs  most,  however,  is  technology 
and  capital.  South  Korean  executives  believe  joint-venture  in- 
vestments in  the  North  could  start  next 
year.  Hyundai  Group's  honorary  chair- 
man, Chung  Ju  Yung,  for  example,  pro- 
poses to  set  up  a  ship-repair  dock  and  a 
plant  to  build  railroad  cars  at  Wonsan. 

Such  ventures  could  yield  quick  bene- 
fits, observers  say,  because  North  Ko- 
reans are  disciplined  workers  despite  45 
years  of  communism.  Park  Ung  Suh, 
president  of  Samsung  Petrochemical 
Co.,  sees  such  investments  leading  to  a 
North-South  business  relationship  simi- 
lar to  that  of  Hong  Kong  and  China. 
And  for  North  Korea  as  for  China, 
"once  the  [capitalist]  virus  gets  in,  they  won't  be  able  to  stop 
it,"  predicts  A.  James  Gregor,  a  Korea  expert  at  the  Universi- 
ty of  California  at  Berkeley  who  recently  visited  the  North. 

Even  before  unification,  the  result  could  be  a  potent  new 
competitive  boost  for  South  Korean  industry.  Longer  run,  says 
Keith  Nam,  an  analyst  at  Jardine  Fleming  Securities  in  Seoul, 
"integrating  the  resource-rich  North  with  the  industrial  South 
would  make  Korea  a  formidable  regional  power."  And  ending 
the  40-year  threat  of  military  conflict  in  Korea  would  remove 
the  biggest  source  of  tension  in  East  Asia.  For  the  entire 
dynamic  region,  that  could  spur  yet  another  surge  of  growth. 

By  Robert  Neff  and  Laxmi  Nakarmi  in  Seoul 


BAL  WRAPUPI 


iOPE 


'he  limping  world-trade  talks  are 
about  to  receive  a  sharp  prod  from 
hur  Dunkel,  director-general  of  the 
-member  General  Agreement  on 
•iffs  &  Trade,  gatt's  Uruguay 
ind  of  negotiations  stalled  in  Brus- 
>  last  December  with  the  European 
nmunity  pitted  against  the  U.  S.  and 
er  agricultural  exporters.  Now, 
nkel  plans  to  present  a  "take  it  or 
ye  it"  package  covering  everything 
m  subsidies  for  farm  exports  to 
de  in  services  and  protection  of  in- 
ectual  property,  such  as  patents. 
)unkel's  ploy  calls  for  tough  politi- 
sacrifices:  a  30%  EC  slash  in  export 


subsidies  for  farm  products;  rice  im- 
ports, a  virtual  taboo,  by  Japan;  and 
U.  S.  concessions  to  the  Third  World  on 
American  demands  for  free  trade  in 
services  and  intellectual-property  pro- 
tection. If  major  players  reject  it,  the 
talks  will  be  dead. 

Since  December,  backstage  dickering 
has  come  close  to  producing  a  balanced 
deal.  Dunkel's  gamble  seems  worth 
taking  now  because  the  EC  is  gearing 
up  to  accept  farm-subsidy  cuts.  Be- 
sides, Dunkel  has  to  act  fast.  Other- 
wise, the  GATT  talks  will  expire  be- 
tween a  political  rock,  with  the  election 
campaign  looming  in  the  U.  S.,  and  a 
hard  place,  as  political  crises  rumble  in 
key  countries  such  as  Italy  and  France. 


SOVIET  UNION 


Is  a  Western  financial  rescue  of  the 
hard-pressed  Soviets  about  to  be 
wrapped  up?  New  York  Federal  Re- 
serve President  E.  Gerald  Corrigan, 
back  from  Moscow,  quietly  summoned 
chairmen  of  top  U.  S.  banks  to  a  closed- 
door  meeting  on  Oct.  4.  He  was  expect- 
ed to  urge  them  to  supply  more  short- 
term  loans  to  Soviet  trade  and  banking 
organizations  and  not  to  shun  gold  and 
currency  transactions  with  Moscow. 

The  Fed  meeting  may  help  shape  a 
Group  of  Seven  aid  package.  It  may  be 
unveiled  during  the  International  Mon- 
etary Fund  and  World  Bank  annual 
meetings  in  Bangkok  on  Oct.  15. 
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MANAGEMENT  I 


ITCHING  TO  GET 

ONTO  THE  FACTORY  FLOOR 


Manufacturing  jobs  are  attracting  more  MBAs  as  Wall  Street  shrinks  and  global  competition  grow 


c 


an  it  "revenge 
of  the  nerds." 
Throughout  the 
1980s,  finance  and  mar- 
keting were  the  hot  ma- 
jors at  U.  S.  business 
schools,  thanks  to  a 
steady  demand  for  MBA 
graduates  at  financial- 
services  and  packaged- 
goods  companies.  The 
rare  B-school  student 
who  specialized  in  oper- 
ations was  apt  to  be 
considered  an  oddball. 
But  with  jobs  in  invest- 
ment banking  and 
brand  management 
harder  to  come  by, 
more  MBAs  are  deciding 
that  manufacturing  is 
not  so  boring  after  all. 
And  more  B-schools  are 
offering  innovative  pro- 
grams linking  the  study 
of  engineering  or  manu- 
facturing with  tradition- 
al management  courses. 

Operations  is  not 
about  to  become  the  most  popular  area 
of  study  at  B-schools  just  yet.  But  with 
declining  demand  for  financial  sorcerers, 
MBAs  are  showing  more  interest  in  mak- 
ing things — and  in  helping  to  restore 
America's  industrial  competitiveness.  In 
a  recent  survey,  incoming  MBAs  at  Duke 
University's  B-school  said  they  believe 
manufacturing  holds  the  most  promise 
for  them,  while  finance  offers  the  least. 
At  the  University  of  Michigan's  business 
school,  90  students  crammed  into  a  man- 
ufacturing-strategy class  last  semester, 
vs.  only  20  in  1984.  And  at  the  Universi- 
ty of  Chicago,  about  407'  of 
the  class  of  1991  accepted  jobs 
in  manufacturing  industries, 
compared  with  307  in  each  of 
the  three  previous  years. 

Clearly,  the  Rust  Belt  is 
gaining  some  luster  in  MBA 
land.  In  the  past,  many  MBAs 
bypassed  Main  Street  for  Wall 
Street  because  manufacturing 
companies  didn't  pay  the  high 
salaries  that  were  routine  in 
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investment  banking  and  consulting. 
Now,  with  the  belt-tightening  in  finan- 
cial services,  mbas  are  scaling  back  their 
salary  demands — thus  becoming  more 
affordable  to  industrial  corporations. 
two  degrees.  And  guess  what?  The 
graduates  who  rush  off  to  operations 
jobs  are  no  longer  considered  nerds.  Just 
ask  Julie  Johnson,  who  is  mapping  out 
process  improvements  for  Motorola 
Inc.'s  electronics-manufacturing  opera- 
tion. Or  her  classmate,  Kevin  Freund, 
whose  work  links  the  production,  distri- 
bution, and  marketing  plans  of  five  dif- 


SHOP  CLASS  AT  B-SCHOOLS 


School 

Program 

NUT 

Leaders  for  Manufacturing 

PENN  STATE 

Joint  degree  in  business  and  engineering 

NORTHWESTERN 

Master  of  Management  in  Manufacturing 

CORNELL 

Joint  degree  in  business  and  engineering 

PURDUE 

Manufacturing  courses  for  undergrads 

DATA;  BW 

ferent  factories 
Square  D  Co.  T 
there's  Tom  Black, 
installs  process  e< 
ment  and  reduces 
duction-cycie  times 
candymaker  M&M/1V 
Johnson,  Freund, 
Black  are  among 
first  grads  of  an  inr 
tive  program  know 
Leaders  for  Mam 
turing  at  Massachui 
Institute  of  Techno! 
Its  aim  is  to  mold 
nically  oriented 
dents  into  execut 
who  can  revive  Ar 
ca's  competitivenes 
the  shop  floor. 

Each  summer, 
"fellows,"  all  with 
dergraduate  degree 
engineering  or  scie 
begin  MIT's  inten 
two-year  program.  T 
study  such  subject! 
statistics,  process 
sign,  and  organizati 
behavior  under  both  engineering 
management  professors.  In  a  proc 
design  course,  students  construct  w 
ing  prototypes  from  their  own  I 
prints — hardly  typical  MBA  fare, 
lived  and  breathed  the  stuff,"  says 
torola's  Johnson.  Students  grad 
with  two  master's  degrees — one  in  r 
agement  and  another  in  engineering 
Eleven  U.  S.  companies — incluc 
General  Motors,  Boeing,  and  East 
Kodak — have  kicked  in  hefty  sum: 
help  underwrite  MIT's  venture.  They 
also  sending  executives  to  conduct  s 
nars,  sponsoring  plant  to 
and  taking  on  students  for 
month  internships. 

They  have  good  rea 
"Very  bright  people  like 
will  move  to  positions  of  bi 
authority,"  says  John  F, 
sidy  Jr.,  director  of  technol 
management  at  United  T 
nologies  Corp.,  about  the  g 
uates  of  the  MIT  program 
fact,  underwriting  compa 
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FAX-L3300 


For  two  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-L3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class™  700  Series  features  our  exclusive 
UHQ™  and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 


We  also  make  choosing 
a  plain  paper  fax  easy.  If  you  to55S3l 
call  1-800-OK-CANON,  we  ll  fwjPSM 
mail  you  a  Decision  Maker's  mmVffaStM 
Kit  designed  to  help  you  r^Utl^S 
find  the  perfect  Canon  fax  Aj^2g^| 

Or,  if  you  want  product  informa- 
tion faster,  we'll  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  fall  promotion. 

When  you're  dealing  with  #1,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


Canon 


FAX-L780 

FAX-L760    '  ■■■WSP^  FAX-A501 

■  ,  ■  ■  FAX-L770  ,  '.y-  >  ■  £  ,;: 

Enjoy  easy  mended  payments  with  the  Canon  Credit  Card.  Ask  for  details  at  participating  Canon  dealers  and  retailers.  Available  only  in  U.S. 
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such  as  UTC  hire  most  of  grads.  An  add- 
ed sweetener:  Sponsors  get  access  to 
dozens  of  MIT  professors  who  conduct 
advanced  applications  research. 

Other  B-schools  are  beefing  up  their 
operations  coursework  by  forming  joint 
programs  with  schools  of  engineering  or 
by  adding  a  manufacturing  concentra- 
tion for  mbas.  Both  Cornell  University 
and  Pennsylvania  State  University  allow 
students  with  technical  backgrounds  to 
earn  joint  graduate  degrees  in  business 
and  engineering  in  two  years.  This  fall, 
Northwestern  enrolled  60  students  in  its 
Master  of  Management  in  Manufactur- 
ing program.  Similar  to  the  MIT  pro- 
gram, it's  a  two-year  course  with  man- 
agement and  engineering  components, 
including  such  classes  as  Quality  Man- 
agement and  Customer  Satisfaction. 
Purdue,  which  teaches  manufacturing 
management  to  undergrads,  is  consider- 
ing a  graduate-level  program. 
too  easy?  .MIT  is  still  working  the  kinks 
out  of  its  Leaders  for  Manufacturing 
program.  Some  engineering  professors, 
for  example,  think  the  technical  courses 
aren't  rigorous  enough.  And  corporate 
sponsors  were  dismayed  when  a  third  of 
the  grads  in  the  program's  first  two 
years  went  to  work  for  consulting 
firms — albeit  mostly  in  manufacturing- 
related  assignments. 

Students  and  alumni  say  the  defec- 
tions to  consulting  occurred  because 
many  manufacturers  haven't  figured  out 
how  to  create  challenging  jobs  for  candi- 
dates with  their  skills.  Graduates  of  the 
MIT  program  got  about  four  job  offers 
apiece,  but  many  of  the  manufacturing 
positions  involved  narrowly  defined  as- 
signments and  little  responsibility.  Sara 
L.  Beckman,  a  manufacturing  executive 
at  Hewlett-Packard  Co.,  one  of  the  spon- 
soring companies,  admits  that  HP  is  still 
wrestling  with  how  to  use  its  new  man- 
agers. "We're  all  trying  to  get  our  own 
companies  to  view  manufacturing  as 
equal  to  other  functions,"  she  says. 

Nevertheless,  most  grads  of  the  MIT 
program  seem  happy  to  be  on  the  shop 
floor.  Seeded  in  factories  from  Augusta, 
Me.,  to  Albuquerque,  most  say  they  will 
stick  with  manufacturing,  perhaps  as 
plant  managers  or  manufacturing-opera- 
tions directors.  "I  love  what  I'm  doing 
now,"  says  Square  D's  Freund.  "As  long 
as  they  keep  me  challenged,  I'm  happy." 
Privately,  some  graduates  admit  they 
aspire  to  the  ranks  of  senior  manage- 
ment, which  have  traditionally  been 
filled  with  finance  and  marketing  types. 
Who  knows?  Some  day,  manufacturing 
could  become  the  best  route  to  the  cor- 
ner office.  That  would  be  the  ultimate 
revenge  of  the  nerds. 

By  Keith  H.  Hammonds  in  Cambridge, 
Mass.,  with  Monica  Roman  in  New  York 
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MORE  SHELTER 

FOR  MIDDLE  MANAGERS? 


Congress  wants  to  help  them  by  untangling  the  401(k)  rules 


For  many  workers  planning  for  their 
golden  years,  employers'  tax-de- 
ferred savings  programs  are  about 
the  only  game  left.  But  not  everyone 
gets  to  play.  The  rules  governing  these 
company-sponsored  401(k)  plans  are  so 
complicated  that  many  employers,  espe- 
cially small  businesses,  are  avoiding 
them.  But  now,  relief  is  in  sight.  Support 
is  growing  in  Congress  to  make  it 
easier  for  companies  to  offer  401(k)s  and 
allow  more  middle  managers  to  partici- 
pate fully  in  the  programs. 

Many  companies 
have  slashed  their 
traditional  pension 
plans.  And  Con- 
gress has  sharply 
curbed  the  tax 
break  for  individu- 
al retirement  ac- 
counts, or  iras.  But 
contributions  to 
401(k)  plans  now 
amount  to  some  $25 
billion    a    year — 

twice  the  money  going  into  IRAs.  And 
nearly  half  of  workers  using  401(k)s  con- 
sider them  their  main  source  of  retire- 
ment income.  But  companies  interested 
in  a  401(k)  must  run  a  gauntlet  of  re- 
strictions. Those  same  rules  tend  to  limit 
the  amount  that  many  higher-paid  em- 
ployees can  save  under  the  plans. 
A  hitch.  The  401(k)s  work  like  this:  Em- 
ployees can  earmark  a  portion  of  their 
wages  for  a  retirement  fund  and  put  off 
taxes  on  the  contributions.  Many  compa- 
nies match  part  or  all  of  the  employees' 
contributions,  and  the  matching  funds 
are  tax-deferred  as  well.  Taxes  aren't 
paid  on  the  fund  or  its  earnings  until  the 
money  is  withdrawn.  For  1991,  employ- 
ees can  contribute  as  much  as  $8,475. 

There's  a  hitch,  though.  Under  current 
rules,  if  low-paid  workers  don't  partici- 
pate, their  higher-paid  colleagues  are 
barred  from  contributing  the  full 
amount.  The  idea  is  to  ensure  that  em- 
ployers provide  equal  incentives  to  ev- 
eryone. Top  management — which  de- 
cides whether  or  not  to  promote  the 
plans — doesn't  suffer  if  lower-paid  work- 
ers don't  participate,  because  401(k)s  are 
often  a  small  portion  of  top-level  de- 
ferred compensation.  "The  guys  hurt  the 


most  are  middle  management," 
Gary  Blank,  a  vice-president  with 
sion  consultant  Wyatt  Co. 

Companies  must  now  use  complex 
mulas  to  figure  out  who  is  a  low- 
employee.  Then,  they  have  to 
these  workers'  participation  during 
course  of  the  year.  If  their  contribui 
fall  below  certain  levels,  higher- 
workers'  contributions  are  curtaile< 
rules  intended  to  encourage  particip 
by  low-paid  workers  often  end  up 
ing  all  of  a  company's  employees. 

Two  basic 
posals  to 
401(k)  rules 
now  floa 
around 
tol  Hill 
backed  by  the 
ministration 
House  Ways 
Means  Commii 
Chairman  Dan 
tenkowski  (D 
would  keep  cu 
participation  teste  but  make  compli 
much  easier.  A  more  radical  approa' 
being  pushed  in  the  Senate  by  Fin; 
Committee  Chairman  Lloyd  Benteen 
Tex.)  and  David  H.  Pryor  (D-Ark.)  ar 
the  House  by  Ways  &  Means  mem 
Benjamin  L.  Cardin  (D-Md.)  and 
Chandler  (R-Wash.).  It  would  let  hig  ■ 
paid  employees  contribute  the  maxin 
to  their  401(k)s  if  the  plans  offered  - 
tain  minimum  benefits  to  all  worker 

Some  retiree  groups  and  unions 
that  the  changes  will  reduce  parti< 
tion  by  low-paid  workers.  Many  busii 
groups  are  cool  to  the  reforms  as  \ 
Some  companies  that  match  contr  ;']  ■ 
tions  don't  want  higher  participation 
cause  that  would  increase  their  « 
Others  fear  that  to  pay  for  the  refoi 
Congress  would  cut  back  on  ta> 
ferred  pay  of  top  management. 

One  congressional  supporter  of 
changes  sums  up  the  opposition 
way:  "Some  in  the  business  commu 
fear  that  if  Congress  does  anything, 
just  screw  it  up."  But  if  Congress  w; 
people  to  save  for  their  retiremen 
doesn't  make  sense  to  penalize  ti 
who  try. 

By  Howard  Gleckman  in  Washim 
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[helW&y  to  Rent  a  Car: 


lore  than  just  fast,  Hertzl  Club  Gol<f  is  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
•vice  in  the  business.  And  you  get  it  with  Hertz  #1 
ab  Gold  membership. 

With  Gold  Service*  there's  no  lines,  no  paperwork, 
thing  to  slow  you  down.  You  go  straight  from  the 
urtesy  bus  to  our  exclusive  weather-protected  can- 
y.  Your  name  in  lights  directs  you  to  your  car  with 
2  trunk  open  and  everything  ready  to  go.  One  quick 
eck  at  the  gate  and  you're  on  your  way 
For  your  information:  Rate  available  at  partiei- 
ting  corporate  airport  locations  and  may  be  higher 
some  metro  areas.  Blackout  periods  apply  and 
ailability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
Agent  or  Hertz  at  1-800-654-3131. 
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a  day 


Lincoln  or  similar  car 


Optional  LDW  $13 
a  day  or  less 


tz  rents  Fords  and  other  fine  cars 
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EDUCATION  I 


THE  GREEN  IN  THE 
LITTLE  RED  SCHOOLHOUSE 


At  a  Miami  Beach  elementary,  a  startup  is  running  the  curriculum 


Pi 
I 


ainted  in  bright  pastels,  the  new 
South  Pointe  Elementary  School 
stands  in  startling  contrast  to  the 
crumbling  buildings  and  vacant  lots 
around  it.  This  is  one  of  Miami  Beach's 
poorest  neighborhoods,  and  most  of 
South  Pointe's  students  are  from  newly 
arrived  immigrant  families.  For  over 
half,  English  is  not  their  primary  lan- 
guage. And  a  few  exhibit 
the  volatile  personalities  of 
children  born  addicted  to 
crack.  It's  enough  to  make 
the  most  determined  edu- 
cator despair.  But  not  John 
T.  Golle. 

The  founder  of  Minne- 
apolis' Education  Alterna- 
tives Inc.  is  introducing 
into  this  public  school  an 
educational  system  devel- 
oped by  his  public  compa- 
ny. It's  a  unique,  five-year 
experiment  both  for  EAI 
and  Florida's  Dade  Coun- 
ty. It's  also  the  first  step 
toward  EAl's  goal:  to  man- 
age public  schools.  If  pri- 
vatization works  with  pris- 
ons and  highway  systems, 
Golle  asks,  why  not  educa- 
tion? "We  don't  wish  to 
compete  with  public- 
schools,"  he  says.  "We 
want  to  become  the  public 
schools." 

'toothpaste.'  Pretty  am- 
bitious for  a  five-year-old 
company  that  has  lost  $6.6 
million  since  its  inception 
in  1986  and  whose  only  ex- 
perience is  in  running  two 
private  schools.  Taking  on 
the  bureaucracy  of  the 
public  system,  with  its 
unions,  administrators,  and  other  en- 
trenched interests,  is  forbidding.  The 
American  Federation  of  Teachers 
doesn't  object  to  South  Pointe  in  particu- 
lar, because  EAI  is  using  union  teachers, 
says  aft's  Bella  H.  Rosenberg.  But  the 
concept  of  a  for-profit  school,  she  wor- 
ries, "makes  education  into  a  commodity 
like  toothpaste  or  widgets." 
Golle  is  unfazed:  "Everyone  who  sells 


computers  or  pencils  to  the  schools 
makes  a  profit,"  he  counters.  The  appeal 
of  EAl's  approach  persuaded  David  A. 
Bennett,  former  superintendent  of 
schools  for  St.  Paul,  Minn.,  to  join  the 
company  last  spring  as  president.  A  pub- 
lic offering  in  April,  at  $5  per  share, 
netted  $5.5  million  to  pay  down  debt  and 
cover  operating  costs.  (The  stock  is  now 


WHERE  SOUTH  POINTE  ELEMENTARY'S 
1991-92  BUDGET  IS  COMING  FROM 


Dade  County  funds 

EAI funds 

Total 

STAFF  SALARIES 

$1,285,562 

$258,356 

$1,543,918 

FURNITURE,  BOOKS, 

330,696 

41,510 

372,206 

AND  FIXTURES 

TECHNOLOGICAL  EQUIPMENT 

73,000 

73,896 

146,896 

TEACHER  TRAINING 

315,000 

315,000 

TOTAL 

$1,689,258 

$688,762 

$2,378,020 

DATA  SOUTH  POINTE/EAI 


loseotfa 
it  h' 

w  ti 


its  sel 


Mite, 
rt  Wal 

ffiteB 
HAM 


its  research  to  newly  formed  EAI.  G 
a  Minneapolis  businessman,  had  rur 
own  consulting  company,  which  hac 
signed  training  programs  for  corp 
tions  for  20  years.  He  saw  possibility 
adapting  the  research  to  a  national 
work  of  private,  for-profit  schools. 

Trademarking  the  program  under 
name  Tesseract,  EAI  opened  a  pri\ 
220-student  elementary  school  in  Ea, 
Minn.,  in  1987  and  another  in  Para 
Valley,  Ariz.,  a  year  later.  In  the 
two  school  years,  standardized  test 
suits  show  the  children  have  advanc 
half  grade  higher  than  expected:  A 
grader,  say,  would  score  at  the 
sixth-grade  level.  But  while  the  sch 
have  suceeded  academically,  the 
failed  at  profitability.  Despite  annua' 
ition  of  $5,000  to  $6,000,  the  small  en 
ments  haven't  produced  enough  revc 
to  cover  the  up-front 
struction  costs  and  oi 
ing  operations. 

Then,  in  1989,  a  reqi 
by  Dade  County  for  ii 
vative  school  propos 
caught  Golle's  eye: 
was  a  chance  for  EA 
demonstrate  its  syst 
without  the  expense  m 
building  a  new  facility 
his    invitation,  offic 
from  Dade  County  and 
United  Teachers  of 
visited  the  Minneap 
school.  EAI  submitte 
proposal  and  in  June,  1 
signed  a  contract  to  ' 
suit"  on  South  Pointe. 

NO  GRADES.  EAl's  orig 

idea  was  to  run  the  scl  $ 
outright.  Under  the 
rent  contract,  howe\ 
Dade  County  still  open 


the  650-student  school 
contributes  most  of  its 
million  budget.  EAI  co\  , 


at  3.)  And  as  word  has  spread  about  the 
Dade  County  contract,  other  school  dis- 
tricts have  opened  negotiations. 

What  EAI  is  selling  is  an  integrated 
system  of  tested  educational  programs 
and  the  training  and  support  to  imple- 
ment them.  The  originator  was  Control 
Data  Corp.,  which  spent  two  years  and 
$1  million  devising  a  curriculum  to  oper- 
ate schools.  In  1986,  Control  Data  sold 


lli.'   additional  costs 
curred  to  implement 
methods:  computers,  te; 
er  training,  and  the 
ries  of  24  student  teach 
from  the  University  of 
ami.  These  expenses,  al 
with  EAl's  $1.2  million 
will  be  financed  throi 
fund-raising.  The  goal  is  to  raise 
million  from  private  donations  over 
next  five  years. 

Essential  to  EAl's  program  is  a 
dent-teacher  ratio  of  15  to  1,  vs.  30 
in  many  Dade  County  schools.  But  T 
seract  is  more  than  small  classes, 
system  emphasizes  an  individualized 
proach  in  which  kids  direct  their  c 
learning.  Instead  of  receiving  grac 
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;nts  work  toward  the  goals  set  in  a 
jonal  education  plan"  that  teachers 
lop  with  each  parent  early  in  the 
South  Pointe  classes  have  no  tests 
few  textbooks  or  formal  lesson 
s;  teachers  aren't  lecturers,  but 
es.  Explains  third-grade  teacher 
Rosenthal:  "They  have  to  do  math 
y,  but  how  they  do  math  is  their 
:e"— anything  from  making  apple- 
e  to  tutoring  a  fellow  student  to 
:ing  on  one  of  the  many  computers. 
[  now  hopes  to  duplicate  its  pro- 
is  in  other  schools.  The  Granite 
iol  District,  outside  Salt  Lake  City, 
implemented  its  methods  in  two  of 
3  elementary  schools.  Baltimore  is 
idering  an  EAI  proposal  to  manage 
of  its  schools,  at  a  fee  of  $5,000  per 
ent,  vs.  the  $4,225  the  city  spends 
"I'm  concerned  whether  it  would 
ffective,"  says  City  Schools  Superin- 
ent  Walter  G.  Amprey.  "It's  defi- 
y  expensive." 

margins.  Golle  argues  that  it 
in't  be.  The  company  can  save  mon- 
l  a  school  district  "by  running  it  as  a 
ness,"  he  says.  Food  services,  custo- 
maintenance,  and  transportation 
d  be  contracted  out,  overhead  and 
inistrative  costs  trimmed, 
in  EM  make  money?  Probably  not  in 
short  term.  Its  prospectus  says  the 
pany  expects  continued  operating 
5S  for  a  period  following  completion 
he  offering.  At  the  end  of  the  cur- 
school  year,  the  Minnesota  private 
>ol  will  have  lost  $200,000,  though 
expects  the  one  in  Arizona  to  break 
l.  And  the  South  Pointe  fund-raising 
e  has  so  far  raised  only  $261,200  of 
,200  needed  to  cover  expenses  by 
3.  But  then,  South  Pointe  isn't  really 
nded  to  be  a  profit  center.  It's  the 
vcase  designed  to  lure  more  lucra- 
management  contracts.  Eventually, 
projects  that  60%  of  its  operating 
;nues — which  were  $2.2  million  in 
) — will  come  from  such  contracts, 
i  the  rest  split  evenly  between  con- 
ing fees  and  sales  of  proprietary 
iucts.  The  margins  aren't  huge,  Ben- 
;  concedes,  but  they  exist. 
U  is  not  alone  in  seeing  business 
spects  in  education:  Chris  Whittle, 
controversial  founder  of  Whittle 
imunications  Inc.,  says  his  company 
invest  $2.5  billion  to  build  and  oper- 
200  private  schools  over  five  years, 
le  prefers  a  partnership  approach 
i  public  schools.  It  can  take  an  excru- 
ingly  long  time  to  convince  a  school 
rict,  but  the  rewards  are  bigger.  At 
th  Pointe,  9-year-old  Marcus  Fortson 
a  one-word  answer  when  asked  what 
kes  the  school  so  different: 
loices."  And  that,  Golle  contends,  is 
it  eai  is  offering  public  schools. 

By  Gail  DeGeorge  in  Miami,  with 
istina  Del  Valle  in  Washington 


Health  Care:  A 
Decade  of  Opportunity 

The  important  trends  that  have  fueled  the  growth  of  many  health  care 
stocks  in  the  '80s  are  still  intact  in  the  '90s:  an  aging  population,  demand 
for  better  care  and  increased  spending  on  medical  services. 

If  you'd  like  to  participate  in  health  care  opportunities,  consider 
Fidelity  Select  Health  Care  Portfolio.  The  Portfolio  invests  in  the 
stocks  of  companies  involved  in  pharmaceuticals,  biotechnology;  medical 
technology  and  health  care  services. 

Share  price  will  fluctuate,  and  may  be  more  volatile  than  stock  funds  that 
invest  across  many  industries.  Start  with  only  $1,000;  $500  for  IRAs. 

<3^> 


Call  24  hours  1-800-544-8888 


Fidelity  Select  Portfolios. '  For  more  complete  information  about  , 
Fidelit;  Select  Portfolios  .  including  management  lees,  expenses  and  the  funds  $%  salesV^  °  1 
charge,  call  or  w  rite  fur  a  free  prospectus.  Please  read  it  careful!}  before  investing  or 
sending  mone}  Fidelit}  Distributors  Corporation  (General  Distribution  Vgent).  P.O  Box 
6606(H.  Dallas.  TX  75266-060 


Fidelity 


Investments 

CODE:  BW/HEA/101491 


HEATED  ILLUMINATION 

They're  contentious  and  contagious.  They're 
The  McLaughlin  Group.  (Clockwise  from  left)  Jack 
Gennond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 
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DROUGHT  IS  THE 
MOTHER  OF  INVENTION 


Parched  Californiaiis  are  turning  to  once-exotic  high-tech  fixes 


ewlett-Packard  Co.  used  to  pour 
40,000  gallons  of  water  a  day  into 
its  Silicon  Valley  lawns — a  luxu- 
ry considering  California's  five-year 
drought.  But  instead  of  simply  turning 
off  the  taps,  HP  turned  on  the  technol- 
ogy. Now,  a  computer  crunches  data 
from  infrared  aerial  photos,  microproces- 
sor-equipped moisture  sensors,  and  a 
rooftop  weather  station,  calculating  pre- 
cisely how  much  the  greenery  needs. 
Gardeners  avoid  waste  by  controlling 
valves  with  portable  radio  transmitters. 
The  result:  Since  1987,  HP  has  slashed 
water  use  to  23,000  gallons  a  day. 

You  might  expect  high-tech  assaults 
on  water  shortages  from  a  computer 
company.   But  HP  isn't  alone.  The 


DESALINATION  Improved  processes  filter 
out  more  salt,  use  less  energy 
CLOUD-SEEDING  Different  chemicals 
coax  more  rain  from  storms 
COMPUTERS  PCs  and  electronics  provide 
more  weather,  land-use,  and  moisture 
data,  and  automate  irrigation  and  indus- 
trial processes  to  use  less  water 
SOIL  ADDITIVES  New  materials  keep 
groundwater  in  soils  longer 
OZONE  Using  the  oxidant  to  treat  water 
in  industrial  cooling  towers  allows  the  liq- 
uid to  be  reused 


drought — California's   worst  in  i> 
years — has  loosed  a  flood  of  interest  • 
technologies  that  can  produce  and  sa 
more  of  the  West's  most  precious 
source.  They  include  everything  from 
ser  contraptions  that  help  farmers  sL 
runoff  by  leveling  their  fields  to  ways 
strip  salt  from  seawater. 

Until  recently,  these  remedies  we 
viewed  as  exotic,  expensive  fixes 
temporary  water  shortages.  Indeed,  th  =;  k 
won't  solve  California's  water  probler 
by  themselves.  But  as  fears  grow  th 
this  water  shortage  may  not  be  temp 
rary,  technological  solutions  are  lookii 
more  sensible — even  critical  in  the  mo 
parched  regions.  The  state  has  added 
million  new  residents  since  the  la 
drought  in  1977,  even  as  costs  and  en 
ronmental  concerns  have  quashed  maj 
new  water  projects.  That  almost  guarafl:.  • 
tees  chronic  shortfalls. 
•out  of  slack.'  More  than  dead  law 
and  short  showers  are  at  stake.  Sp( 
trum  Economics  Inc.  in  San  Francis 
predicts  that  a  30%  cutback  in  wat 
supply — just  10  points  more  than  mai 
residents  are  now  dealing  with — wou 
cost  California  industry  $8  billion  in  a 
nual  revenues  and  57,000  jobs.  War 
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You  want  it  all. 


Now  you  can  have  the  best  HP 
LaserJet  features.  And  you 
can  have  them  for  just  $1,595.* 
The  breakthrough  LaserJet  HIP 
printer  gives  you  clean,  crisp  3( )( ) 
dpi  print  quality  superior  to 
that  of  ordinary  laser  printers. 


It  dresses  up  your  documents 
with  a  variety  of  easy-to-use 
typefaces.  In  thousands  i  if  sizes. 
And  for  even  better  impres- 
sions, the  new  LaserJet  HIP 
quickly  produces  graphics 
and  special  effects.  Including 


shading,  patterns,  and  reverse 
type.  This  compact,  4  page- 
per-minute  printer  will  work 
with  virtually  all  software. 
And,  of  course,  it  comes  with 
the  quality,  reliability,  and 
rock-solid  customer  support 
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jectrum  Vice-Presi- 
;nt  William  Wade: 
industries  are  run- 
ng  out  of  slack."  Al- 
;ady,  lack  of  water 
is  curtailed  develop- 
ed in  some  arid  ar- 
ts, even  wealthy  Ma- 
tt County  just  north 
'  San  Francisco.  Says 
nhn  P.  Fraser,  execu- 
te director  of  the  As- 
iciation  of  California 
'ater  Agencies:  "Peo- 
e  are  in  no  position  to 
joh-pooh  any  ideas." 
Certainly,  few  are 
)oh-poohing  a  notion 
J  appealing  as  turning 
le  Pacific  Ocean  into 
reservoir.  Critical  shortages  have 
rompted  officials  in  a  dozen  communi- 
es  to  propose  desalting  plants.  On  Cat- 
ina  Island  off  the  Southern  California 
)ast,  one  $3  million  plant  started  up  in 
ane  to  supply  water  for  a  new  housing 
svelopment.  Says  Leon  Awerbuch,  de- 
ilination  manager  for  Bechtel  Corp.: 
[t's  not  an  esoteric  solution  anymore." 
Indeed,  new  technologies  are  cutting 
le  cost  of  desalination.  Traditional  "dis- 
llation"  desalters,  which  boil  saltwater, 
len  condense  the  steam  into  pure  wa- 


COMPUTERIZED  CONSERVATION:  MOISTURE  READINGS  (INSETS)  FROM  A  SOIL  PROBE 


ter,  require  lots  of  energy.  But  reverse 
osmosis,  a  method  developed  in  the 
1970s,  can  pump  saltwater  through  a 
membrane  that  screens  out  the  salt,  us- 
ing 50%  less  energy. 

New  membrane  technologies  promise 
to  make  the  process  even  cheaper.  A 
nylon-like  substance  called  aromatic 
polyamine  can  screen  out  more  than  99% 
of  the  salts,  far  more  than  traditional 
cellulose  acetate,  at  less  than  half  the 
water  pressure.  "Liquid  membranes" — 
emulsions  containing  substances  that 


trap  toxic  materials 
and  salts — may  be  next 
for  desalters.  Even  so, 
desalting  costs  at  least 
$5  per  1,000  gallons, 
four  times  as  much  as 
conventional  sources. 
warm  water.  Mean- 
while, new  develop- 
ments are  improving 
another  source  of  wa- 
ter. Recent  research  in 
cloud-seeding  indicates 
that  materials  such  as 
liquid  propane,  special 
alcohols,  and  even  the 
bacteria  used  in  snow- 
making  can  spawn  ice 
crystals  at  higher  tem- 
peratures than  silver 
iodide,  the  traditional  particle  used  to 
condense  raindrops  from  clouds.  That 
means  precipitation  can  be  coaxed  from 
warmer  storm  formations.  Cloud-seeding 
can  supply  just  a  small  fraction  of  the 
state's  needs.  But  it  produces  that  water 
at  one-twentieth  the  cost  of  other  op- 
tions, says  state  meteorologist  Mark 
Heggli. 

Even  so,  conserving  water  is  far  more 
economical  than  producing  it — especially 
in  agriculture,  which  uses  85%  of  the 
state's  supplies.  And  some  farmers  have 


And  now  you  can  have  it  for  less. 
The  LaserJet  HIP  Only  $1,595. 


only  Hewlett-Packard  can 
offer.  A  free  video,  demonstrat- 
ing the  benefits  of  LaserJet 
printers,  is  yours  for  the  asking. 
Call  now,  because  supplies 
are  limited.  1-800-LASERJET 
(l-800-527-3753).t 


HP  Peripherals 

When  it's  important  to  you. 


m 


HEWLETT 
PACKARD 


•Su^rcsUhI  Ll.S  list  price  Dealer  prices  may  vary  torn*  per  customer  Fort  tie  nearest  authorized 
HP  dealer,  rail  1-80O-752-09OO.  Ext.  2663.©  WM1  Hewlett-Packard  Company   PE  12124 
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BUY  TWENTY  STOCKS 
FOR  $50  A  MONTH. 


Invest  in  Janus  Twenty  Fund  through 
our  No  Minimum  Initial  Investment 
Program  and  you'll  get  an  "  instant 
portfolio"  of  approximately  20  growth 
stocks-for  as  little  as  $50  a  month! 

It's  a  program  that  gives  small  investors 
a  big  opportunity  to  get  into  one  of  the 
most  successful  mutual  funds  on  the 
market. 

Janus  Twenty  Fund  concentrates  its 
holdings  in  approximately  20  to  25 


growth  stocks.  It's  an  aggressive 
approach -but  one  that's  earned  Janus 
Twenty  Fund  a  16.41%  average  annual 
return  over  its  life.* 

Find  out  more  about  Janus  Twenty  Fund 
and  our  No  Minimum  Initial  Investment 
Program. 

Call  or  return  the  coupon  for  a  free 
prospectus.  Please  read  the  prospectus 
carefully  before  you  invest  or  send 
money. 


|)  JANUS  TWENTY  FUND 

P.O.  Box  1 73375,  Denver,  CO  802 1 7-3375 

1-800-525-8983  Ext.  9604 

*Per  Lipper  Analytical  Services,  Inc.,  for  the  periods  ended  June  30,  1991,  Janus  Twenty 
Fund's  average  annual  total  returns  for  the  one  and  five  year  periods  were  10.83%  and 
13.03%,  respectively,  and  16.41%  for  the  life  of  the  fund  from  April  30, 1985  through  June 
30,  1991.  Past  performance  does  not  guarantee  future  results.  Your  return  and  share 
price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase,  even 
under  the  No  Minimum  Initial  Investment  Program. 

—  |  would  like  to  know  more  about  the  Janus  Twenty  Fund! 

Send  to:  Janus  Group  of 


1 


Address 


Cit] 


ity/State/Zip 


Mutual  Funds 
P.O.  Box  173375 
Denver,  CO  80217-3375 
1-800-525-8983  Ext.  9604 

BW 


I 


1  I 

N604  ■ 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


excess 


1  *  M 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind 


made  a  science  of  conservation.  M 
are  using  laser-guided  tractors  to  1; 
plow  their  fields  perfectly  level,  wl] 
can  cut  water  use  up  to  20%.  Nick 
an  agronomist  for  Greenhill  Farms  n 
Fresno,  uses  a  personal  computer  to  ip 
into  a  state  network  that  analyzes  cj 
from  75  weather  stations.  He  can  cal 
precise  estimates  of  how  much  w 
each  crop  has  used  in  the  past  week 
avoiding  overwatering,  Greenhill  has 
water  use  on  its  4,000  acres  of  fK 
trees  by  35%  since  1988. 
polymers  and  gels.  Several  new  ■ 
additives  also  show  potential  to  sR 
evaporation  and  runoff.  One,  an  acrB 
polymer,  absorbs  up  to  400  times  ts 
weight  in  water,  much  more  than  m 
making  more  water  available  for  plz 
to  tap.  Another,  a  vegetable-gum 
called  DriWater,  is  eaten  by  bacteri; 
the  soil.  As  part  of  the  process,  the 
crobes  gradually  release  water  back 
the  soil.  At  $50  per  acre  for  the  polyt 
and  $1  a  gallon  for  the  gel,  the  jui 
out  on  whether  either  is  economical 

Industry  uses  only  3%  of  Californ 
water,  but  industrial  water  shorta 
can  hit  the  economy  hard.  One  untap 
source  of  savings:  cooling  towers  t 
absorb  heat  from  industrial  proces 
and  facilities,  then  release  it  i 
the  air.  Normally,  the  water  builds 
minerals  and  bacteria,  so  it  must 
emptied  and  replaced  often,  sometir 
accounting  for  half  of  a  company's 
ter  use.  More  companies  are  install 
automated  systems  that  use  ozone 
to  kill  bacteria  and  slow  the  buik 
of  minerals  in  cooling  water.  The  pow 
ful  oxidant  lets  cooling  water  be  reu 
up  to  20  times,  vs.  four  times  for  che 
cal  treatment.  By  using  ozone,  at  an 
nual  cost  of  $30,000,  in  just  one  of 
cooling  towers,  chipmaker  Intel  C< 
saves  3.3  million  gallons  a  year,  wo 
$30,000,  plus  $60,000  in  chemical 
sewer  charges. 

For  all  the  benefits  of  these  techit 
ogies,  some  experts  worry  that  they  if 
tract  lawmakers  and  water  users  frl 
the  ultimate  solution:  more  sensible  al 
cation  of  water  among  cities,  agri<i 
ture,  and  wildlife.  Pasture  grass  al< 
consumes  14%  of  the  state's  water,  wl 
directly  contributing  only  0.02%  to 
gross  state  product.  But  the  law  gr 
ranchers  and  farmers  water  at  1 
rates.  "If  we  manage  our  resour 
wisely,  there  is  no  reason  we  sho 
have  chronic  water  shortages,"  argi 
David  Kennedy,  director  of  the  st 
Water  Resources  Dept.  Still,  wisdom 
water  politics  is  as  rare  as  summer  rag 
in  Los  Angeles,  so  technology  may  beB 
that  keeps  California  from  running  dpi 

By  Robert  D.  Hof  in  San  Francisco,  uU 
Eric  Schine  in  Los  Angeles 


■ 
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A  picture  so  real  it  could  fool 
the  Audubon  Society. 


L  this  a  television  set  or  a 
tropical  bird  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravision,  even  the 
most  avid  bird  watchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic®  the 
ultimate  in  audio. 

Call  1-800-HITACHI  for  your 


nearest  dealer  and  see  how  digital 
convergence,  fine  definition  and 
horizontal  resolution  up  to 
1,000  lines  make  Ultravision  the 


ultimate  home  theater.  After  all,  in 
this  case,  a  picture  really  is  worth  a 
thousand  words. 

0  HITACHI 


©1991  Hitachi  Home  Electronics  (America!,  Inc.  Dolby  Surround  is  a  registered  trademark  of  Dolby  Laboratories  Licensing  Corporation. 
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velopments  to  Watc 


3  BY  EMILY  T.  SMITH 


150-YARD  DRIVE  OFF  THE  TEE 
IN  YOUR  LIVING  ROOM 


Golfers  no  longer 
have  to  leave  home 
to  play  such  world-class 
courses  as  Pebble  Beach 
and  St.  Mellion.  Optron- 
ics Ltd.  in  Salt  Lake 
City,  which  has  sold  700 
units  of  its  year-old  sim- 
ulated Par  T  Golf  to  re- 
sorts, hotels,  and  sports 
facilities,  now  wants  to 
sell  it  to  homeowners, 
builders,  and  architects. 

To  play  the  famous 
fairways  electronically 
>me,  all  you  need  are  an  11-foot-high  ceiling,  a  500-square- 
space,  and  $28,000.  That  covers  the  cost  of  the  simulator, 
i  of  the  seven  optional  courses  costs  an  additional  $600. 
T  Golf  projects  1  of  950  golf-course  images  onto  a  screen 
ont  of  the  golfer.  Hit  the  ball,  and  the  simulator  uses  an 
ired  camera  to  measure  its  speed,  angle,  and  spin  as  it 
s  into  the  screen.  Although  the  ball  falls  to  the  floor,  the 
outer  calculates  its  flight  and  projects  it  onto  the  screen 
ird  the  image  of  the  hole.  If  the  price  seems  stiff,  says 
onics  President  Dan  Wilson,  just  remember:  It  compares 
rably  to  building  a  squash  court  or  a  swimming  pool. 


LL  CANON'S  FLAT  DISPLAY 
ITTEN  THE  COMPETITION? 


at-panel  displays  are  one  of  the  hot-growth  technologies  in 
ilectronics — for  laptops  today  and  high-definition  TVs  to- 
row.  Several  stateside  producers  charge  that  Japanese 
panies  are  dumping  liquid-crystal  displays  (LCDs)  in  the 
.  to  forestall  competition.  The  Administration  agrees,  and 
aly  slapped  some  LCDs  with  hefty  62.7%  punitive  tariffs, 
at  while  the  LCD  heavyweights — Sharp,  Toshiba,  NEC,  and 
chi — have  been  slugging  it  out  for  bigger  shares  of  the 
op  computer  market,  Canon  Inc.  was  perfecting  a  novel 
ation  that  the  Tokyo  company  predicts  could  replace  rival 
gns  by  the  year  2000.  Canon's  new  entry,  unveiled  on  Oct. 
called  a  ferroelectric  liquid-crystal  display,  or  FLCD.  The 
prototypes  are  just  as  thin  as  LCDs,  but  they're  larger, 
•per,  and,  Canon  says,  easier  to  manufacture, 
le  FLCDs  that  debuted  had  15-inch  screens  and  displayed 
jes  made  up  of  1.3  million  pixels.  And  the  company  has 
ady  scaled  up  the  technology  to  24-inch  displays.  With 
^entional  LCDs,  the  cost  of  screens  larger  than  12  inches  or 
i  more  than  1  million  pixels  is  prohibitive.  Canon  says  it 
Is  help  with  the  electronic  circuitry  for  the  new  display — 
is  talking  to  a  U.  S.  chipmaker  about  a  joint  venture. 


IE  SLIMY  HAGFISH  YIELDS 
fREASURE 


•  iopolymers — those  natural,  biodegradable  plastics — are  in 
^such  hot  demand  as  substitutes  for  oil-based  varieties  that 
ntists  are  searching  far  and  wide  to  find  new  sources, 
v,  they  may  have  discovered  an  unlikely  supply  of  these 
table  materials:  the  hagfish.  For  centuries,  saltwater  fish- 


ermen have  considered  the  eel-like  vertebrate  a  nuisance  be- 
cause it  can  sully  their  catch  with  its  slime,  a  protective  mucus 
that  it  releases  in  vast  quantities  when  upset. 

Elizabeth  Koch  and  Robert  Spitzer,  researchers  at  the  Uni- 
versity of  Health  Sciences/Chicago  Medical  School,  have  deter- 
mined that  hagfish  slime  contains  a  number  of  biopolymers. 
They  are  studying  the  way  in  which  the  hagfish  forms  and 
secretes  its  mucus  in  hopes  of  harnessing  these  materials  for  a 
variety  of  medical  and  industrial  applications.  Components  of 
the  slime  potentially  could  be  used  in  the  production  of  emulsi- 
fiers,  moisturizers,  thickeners,  lubricants,  and  even  fabrics.  In 
addition,  purified  components  of  these  biological  materials 
might  be  mixed  with  drugs  to  modulate  their  release  into  the 
circulatory  svstem. 


BREAKING  DOWN  TOXIC  SLUDGE 
MAY  BEAT  BURNING  IT 


Until  last  year,  U.  S.  oil  refineries  disposed  of  most  of  the 
720,000  metric  tons  of  petroleum  sludge  they  produce 
each  year  in  landfills.  But  then  the  Environmental  Protection 
Agency  mandated  incineration  of  these  materials  because  they 
contain  such  toxic  metals  as  chromium  and  lead.  Oil  refiners, 
however,  are  waiting  for  a  better  solution,  because  burning 
the  stuff  is  expensive  and  controversial  and  there  aren't  many 
incinerators  around. 

Researchers  at  Battelle  Memorial  Institute's  Pacific  North- 
west Div.  laboratories  may  have  a  solution,  however.  They 
have  patented  a  process  that  breaks  down  the  sludge  into 
solids,  oil,  and  water.  The  process  heats  the  sludge  under  high 
pressure,  which  causes  it  to  break  apart  at  temperatures 
around  350C,  according  to  Battelle  chemist  Doug  Elliot.  The  oil 
can  be  recovered,  while  the  solids,  a  mere  15$  of  the  total,  are 
used  for  landfill.  The  process  can  pay  for  itself,  since  it  re- 
duces the  waste  that  must  be  disposed  of  by  85%  and  allows 
for  recovery  of  oil.  Battelle  is  now  seeking  $300,000  to  $400,000 
to  build  a  pilot  plant. 


LIFE  AFTER  SULFITES: 

THE  FEDS  ARE  ON  THE  CASE 


Ever  since  the  Food  & 
Drug  Administration 
banned  sulfites — chemi- 
cal additives  that  keep 
food  from  turning 
brown — because  they 
can  cause  severe  allergic 
reactions,  food  scientists 
have  stepped  up  the 
search  for  ways  to  in- 
crease the  shelf  life  of 
raw  fruit  and  vegetables 
and  fresh  juices. 

To  date,  they  have  dis- 
covered several  alterna- 
tives. Recently,  scientists  from  the  Agriculture  Dept.'s  Agri- 
cultural Research  Service  in  Philadelphia  found  that 
carrageenan,  a  seaweed  extract,  prevents  browning  in  fruit 
juices.  But  carrageenan  isn't  the  only  potentially  useful  preser- 
vative to  come  out  of  Agriculture's  research  center.  In  the 
past  two  years,  researchers  have  also  patented  the  use  of  an 
ascorbic-acid  derivative  and  cyclodextrins — made  from  corn 
starch — as  browning  inhibitors.  Thus  far,  no  company  has 
licensed  the  patents.  So  for  now,  you  still  have  to  eat  your 
salad  while  it's  fresh. 
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For 200 years  it's  been  f 


Disasters  have  always  been  a  fact  of  the  insurance  business. 


Tha 


Shipwreck,  Caribbean  1798 


have  been 


dealing  with  that  fact  by  relying  on  the  CIGNA  Property  &  Casua 


Fire,  Chicago  1871 


claims  and  keep  their  promises,  through  some 


of  the  world's  worst  dis<  mk 


Quake  and  Fire,  San  Francisio  1906 


the  burst  pipe,  the  damaged  roof.  We've  handled  more  of  those  than  we 


with  the  same  integrity  that  we've  brought  to 


the  ones  that  make  the  headlii 


Volcano,  Washington  WHO 


will  strike, 


Fl: 

or  how  big  or  small  it  will  be.  There's  one  thing  that  we  HH 


Hurricane  Hugo,  1989 


Earl 


disaster  after  another. 


in  the  smallest  disasters  seem  big  to  the 


companies  they  affect.  The  fire, 


Hurricane,  New  England  1938 


could  ever  illustrate  in  a  thousand  advertisements.  And  always 


unfortunately,  will  always 


Earthquake,  Los  Angeles  1971 


be  with  us.  We  don't  know  where  the  next  one 


Tornado,  Iowa  l<>87 


do  know  though.  We'll  be  there.  We  get  paid  for  results. 


CIGNA 


Property  &  Casualty  Insurance 
Dept.  RIO,  Phila.,  PA  19192 


conomics 


SOCIALISM  I 


THEY'RE  NOT 

EATING  CROW,  BUT . . . 


Radical  economists  are  rewriting  their  critique  of  capitalism 


What  do  you  do  when  you're 
caught  on  the  wrong  side  of 
history? 

For  U.  S.  radical  economists,  that's  the 
question  of  the  hour.  For  25  years,  the 
radicals'  criticisms  of  capitalism  and 
markets  have  been  a  small  but  persis- 
tent thorn  in  the  side  of  mainstream  eco- 
nomics. But  now,  the 
formerly  socialist  na- 
tions of  the  Soviet 
Union  and  Eastern 
Europe  are  rushing 
headlong  toward 
markets.  The  mem- 
bership of  the  Union 
for  Radical  Political 
Economics  (URPE)  is 
about  1,000,  down 
from  a  peak  of  about 
1,700  in  the  late 
1970s.  And  they've 
even  lost  sole  use  of 
their  name,  as  the 
term  "radical"  is  in- 
creasingly being  ap- 
plied to  Soviet  econo- 
mists who  advocate  a 
rapid  transition  to  a 
market  economy.  Exults 
Edward  P.  Lazear,  an  econ- 


here  in  the  U.  S.  They  cite  a  long  list  of 
reasons:  stagnant  living  standards, 
growing  environmental  problems,  and 
competition  with  countries  such  as  Ja- 
pan and  Korea  where  the  government  is 
actively  managing  the  economy.  "At  the 
same  time  markets  appear  to  have  won, 
Western  economies  are  finding  out  that 


omist  at  the  University  of 
Chicago  and  a  senior  fellow 
at  the  conservative  Hoover 
Institution:  "Radical  econo- 
mists are  on  the  run.  It's 
now  politically  correct  to 
talk  about  markets  and 
nothing  else." 

long  list.  But  across  the 
country,  the  URPEs  are  still 
alive  and  kicking.  Most  rad- 
ical economists  are  reluc- 
tantly accepting  the  virtues 
of  markets,  but  they're  still 
passionate  about  the  need 
for  equality,  even  if  it 
means  a  big  government 
role  in  the  economy.  And 
they  expect  public  opinion 
to  turn  against  an  unfet- 
tered free  market  once  it 
becomes  clear  that  the  fall 
of  Russian  communism 
won't  solve  economic  woes 


HOW  RADICAL  ECONOMISTS 
ARE  CHANGING  THEIR  VIEWS 

SOCIALISM 
OLD:  Socialism  requires  central  planning  and  state-owned  businesses 
NEW:  Socialism  means  worker  ownership  and  workplace  democracy  and 
includes  freedom  of  choice  for  consumers 

MARKETS 

OLD:  Markets  often  lead  to  perverse  outcomes  and  more  inequality 
NEW:  Markets  can  and  should  be  harnessed  for  social  purposes 

ECONOMIC  DEVELOPMENT 
OLD:  The  Soviet  Union  and  other  so-called  'socialist'  countries,  while  not 
perfect,  did  an  acceptable  job  of  filling  people's  needs 
NEW:  East  Asian  countries  have  prospered  with  the  government  guiding 
development  using  market  signals  and  international  market  guidelines 

GOVERNMENT 

OLD:  The  government  should  run  the  economy  to  achieve  equality  and 
economic  justice 

NEW:  The  government  still  must  act  to  protect  people  from  the  market's 
excesses,  but  it  should  not  intervene  everywhere 

DATA:  BW 


a  laissez-faire  policy  of  totally  unregi 
ed  markets  makes  no  sense,"  arj; 
Samuel  S.  Bowles,  a  radical  at  the 
versity  of  Massachusetts  at  Amh 
and  one  of  the  founders  of  URPE. 

The  collapse  of  the  Soviet  Union 
even  helped  U.  S.  radical  economist: 
ridding  them  of  their  biggest  hanj 
the  need  to  defend  practices  they  di 
believe  in.  Few  radical  economists 
proved  of  the  Soviet  Union's  top-d' 
control,  central  planning,  or  monol 
state-run  businesses.  But  for  the 
part,  they  suppressed  their  doubts 
cause  even  with  its  obvious  flaws, 
Soviet  system  seemed  to  meet  its 
pie's  basic  health,  employment,  and 
cational  needs.  And  with  the  So 
Union  acknowledged  as  one  of 
world's  two  superpowers,  socialism 
seem  a  viable  c 
petitor  to  capitali 

Now,  events 
liberated  the  ra 
economists  to  r 
fine  socialism 
terms  of  econo 
democracy 
equality  rather  t 
a  state-run  econo 
This  vision  of  so 
ism  has  deep  roo 
American  hist 
from  the  Wobblie 
the   1920s  throi 
the  New  Left  of 
1960s.  In  practice 
means  extens 
worker  and  comi 
nity  participation 
economic  decisu 
that  are  now  made  by  ( 
porations  alone,  includ 
production,  investment, 
even  R&D.  Specific  prop 
als  put  forth  by  radic 
have  run  the  whole  gam 
from  workplace  democr; 
to  worker  ownership  tc 
far  greater  role  for  gove 
ment-funded  investmc 
than    most  mainstre 
economists,  Democratic 
Republican,  would  find 
ceptable. 

lying  low.  Most  radic 
even  see  the  changes  in 
Soviet  Union  as  buttressi 
their  case.  "A  lot  of  the 
rising  was  against  the  1 
of  democracy,"  says  Jt 
Matthaei,  a  leading  radi 
economist  at  Wellesley  C 
lege.  "It's  distressing  tl 
people   are  interpret 
events  as  if  capitalism  \ 
won."  Bowles,  who  was 
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rfcw  do  you  improve  on 
the  car  that  became  a  symbol 
for  quality  in  America? 

You  make  it  better. 


The  New  LeSabre 


Buick  LeSabre  has  earned  an  enviable 
reputation  for  quality.  Of  course,  that  didn't 
stop  the  people  at  Buick  from  striving  to 
make  LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the  safety  of 
optional  anti-lock  brakes  (ABS),  as  well  as  a 
standard  driver-side  air  bag. 

Roomier 

The  6-passenger  LeSabre  now  gives  you 
even  more  front  headroom  and  rear 
legroom.  And  the  spacious  trunk 
is  easily  accessible,  thanks  to  the 


ingenious  new  low  liftover  design. 
Quieter 

LeSabre's  aerodynamic  shape  is  designed 
to  please  both  your  eyes  and  ears.  Wind  noise 
is  reduced  to  a  whisper,  while  special 
acoustical  insulation  all  but  banishes  road 
noise  from  the  interior. 

More  Powerful 

The  LeSabre's  3800  V6  engine  now  offers 
even  more  horsepower.  Yet  it  gets  an  EPA 
estimate  of  18  mpg  city/28  highway. 

To  learn  more  about  the  qualities  that 
make  the  new  Buick  LeSabre  even  better, 
please  call  1-800-531-1115. 

Or  better  yet,  see  your  Buick 
dealer  for  a  test  drive  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©1991  GM  Corp  All  rights  reserved 
LeSabre  Is  a  registered  trademark  of  GM  Corp 
Buckle  up,  America1 


GM 


Software  Captain 


itEiv( 


President  Kirk  Lanterman 's 
strategic  use  of  software  drives 

customer  satisfaction  to  new 
heights  while  reducing  is  costs. 
It's  one  reason  why 
Holland  America  Line  was  • 

recently  named  the 
"World's  Best  Cruise  Line." 


Holland  America  Line  recently 
arrived  at  the  ultimate  destinatio 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis 
tinction  earned  through  more  th; 
a  century-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS> 
technology. 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1873,"  say 
President  Lanterman, 
"customers  have  always 
been  the  focus  of  every- 
thing we  do.  And  today, 
CA's  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any 
other  cruise  line  in  the  world'.' 

Holland  America  "lives  on"  o 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS, 
and  a  broad  range  of  CA  systems 
business  and  PC  applications 
which  help  them  am  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 
industry  norm 
"With  CA, 
we  have  a  rela- 
tionship that 
transcends  the 
products,"  statt 
Lanterman 


CA  s  Compu 
Architecu 
For The  S< 


"Their  people  li 
ten.  Theyknov 
our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decad 
we've  ever  faced." 
Anything  else? 
"Full  speed  ahead." 

qomputer 

Associates 

Software  superior  by  design. 

'£)  1991  Computer  Associates  International.  Inc.. 
71 1  Stewart  Avenue.  Garden  City.  NY  11530-4787. 
1-800-645-3003.  All  trade  names  referenced  are  tradema 
or  registered  trademarks  of  their  respective  companies 


;onomics 


I  ow  in  June,  argues  that  Russians, 
I  r  than  being  true  believers  in  capi- 
|  i,  are  using  the  rhetoric  of  privati- 
|  1  and  markets  to  chop  away  at  the 

I  tucracy. 

I I  for  all  their  optimism,  most  radi- 
I  :onomists  are  lying  low  and  waiting 
l  ie  free-market  storm  to  blow  over. 

hard  to  get  a  job  when  you're  not  a 
I  stream  economist,"  says  Matthaei, 
recent  events  haven't  made  it  easi- 
And  many  developing  countries, 
1  once  listened  favorably  to  radical 
imists,  are  now  enthusiastic  con- 
j  to  the  free-market  message.  Says 
rt  Pollin,  of  the  University  of  Cali- 
i  at  Riverside,  a  member  of  URPE's 
•ning  board:  "The  high-level  bu- 
xats  in  these  countries  all  say  the 
thing,  that  there  is  no  other  model 
evelopment." 

force.  And  the  sheer  magnitude  of 
oviet  collapse  has  altered  the  views 
'en  die-hard  URPE  members.  With 
ailure  of  central  planning,  they're 
more  willing  to  acknowledge  that 
dvanced  industrial  economy  can't 
ion  well  without  some  form  of  mar- 
And  keeping  in  mind  the  example 
e  inefficient  state-run  monopolies  in 
ioviet  Union,  more  and  more  radi- 


cals are  coming  to  accept  international 
competition  as  an  important  force  for 
raising  quality  and  lowering  costs. 

But  they're  unwilling  to  concede  that 
free-market  capitalism  is  the  only  work- 
able economic  system.  "Now  that  there 
is  no  argument  over  whether  there 
should  be  markets  or  not,"  says  Jeff 
Faux,  president  of  the  Economic  Policy 
Institute,  a  Washington  think  tank  that 


'Market'  is  no  longer  a  dirty 
word.  The  question  now  is: 
'What  kind  of 
capitalism  do  you  want?' 


regularly  sponsors  work  by  radical  econ- 
omists, "it  raises  the  question:  What 
kind  of  capitalism  do  you  want?" 

For  example,  the  pure  form  of  the 
free-market  model  would  remove  gov- 
ernment almost  completely  from  the 
economy.  Yet  Faux  points  out  that  the 
toughest  international  competitors,  such 
as  Japan,  have  larger  and  more  active 
public  sectors  than  the  U.  S.  Indeed,  the 


demise  of  the  Soviet  Union  now  means 
that  the  most  successful  model  of  indus- 
trial development  available  to  Third 
World  countries  is  found  in  the  East 
Asian  economies  where  the  central  gov- 
ernment takes  a  major  role  in  guiding 
investment. 

And  the  need  to  protect  the  environ- 
ment argues  for  some  government  regu- 
lation, say  most  radicals.  Even  the  mar- 
ket-based solutions  currently  in  vogue 
need  someone,  usually  the  federal  gov- 
ernment, to  step  in  and  decide  how  much 
pollution  should  be  allowed.  "Global 
warming  and  other  environmental  prob- 
lems," argues  Bowles,  "will  be  much 
more  important  than  the  collapse  of  the 
Soviet  Union  for  determining  how 
planned  the  U.  S.  economy  will  be  in  the 
long  run." 

Still,  the  radicals  are  closely  watching 
the  countries  of  Eastern  Europe  and  the 
Soviet  Union  as  they  try  to  remake  their 
economies.  Right  now,  free-market  advo- 
cates are  in  the  ascendancy,  both  home 
and  abroad.  But  the  transition  to  capital- 
ism is  turning  out  to  be  messy  and  pain- 
ful, and  if  that  continues,  radical  econo- 
mists may  find  that  history  has  not 
passed  them  by  after  all. 

By  Michael  J.  Mandel  in  New  York 
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ENTREPRENEURS I 


AFTER  STEREOS,  HOTELS,  OIL, 
AND  GOLD.  WHAT'S  NEXT? 


Now  Canadian  mogul  Peter  Munk  wants  to  redevelop  downtown  Berlin 


- 

me  S 

staff,"  predicts  one  analyst.  Sir  Jami 
Goldsmith,  the  financier  who  contrc  i 
49%  of  Newmont,  says  management  ": 
compatibilities"  between  Newmont  ai 
Barrick  made  them  call  off  the  deal. 

One-on-one,  Munk  is  an  engaging  cc  i 
versationalist  who  can  switch  comfo 
ably  from  Eastern  European  politics 
the  art  market.  He  speaks  at  a  rapid  cl 
and  doesn't  mask  his  impatience  when 
subject  starts  to  bore  hii 
As  a  boss,  he  drives  his  ei  i 
ployees  mercilessly,  ai 
those  who  don't  measu  i 
up  are  quickly  shown  tl 
door. 

high  life.  Munk's  deman  n 
ing  style  is  understandabll  - 
He  has  a  huge  person  iiujtk 
stake  in  both  enterprist  it  aeo 
Munk's  10.3%  stake  of  H<  ia!< 
sham's  common  stock  no  ii» 
is  worth  about  $80  millio  Cla 
In  August,  he  announa  Ey  was 
plans  to  sell  2  million  Ba? 
rick  shares,  worth  about  $42  millio  ptverai 
which  he  acquired  for  about  $12  millic :.. 
by  exercising  options. 

His  wealth  allows  Munk  a  lifesty  t 
Robin  Leach  would  appreciate.  In  adc 
tion  to  a  home  in  Toronto,  Munk  mai 
tains  four  retreats:  an  island  in  Canada  it 
Georgian  Bay,  a  rustic  farm  near  Toro  rl 
to,  a  London  townhouse,  and  a  chalet 
the  exclusive  Swiss  ski  village  of  Klo  la 
ters.  Munk  also  likes  to  socialize,  m 
Klosters,  he  mixes  with  Prince  Charle  n 
And  for  his  60th  birthday,  his  Britis 
born  wife,  Melanie,  threw  an  elabora'  n 
party  at  Cliveden,  the  former  sumrat  fej  • 


■  n  early  1990,  only  weeks  after  the 
I  fall  of  the  Berlin  Wall,  entrepreneur 
H  Peter  Munk  flew  into  East  Berlin  for 
a  private  meeting  with  the  mayor. 
Munk's  Toronto-based  Horsham  Corp., 
he  told  the  mayor,  was  prepared  to  play 
a  huge  role  in  remaking  the  city.  As  an 
incredulous  Erhard  Krack  listened, 
Munk  energetically  presented  a  plan  to 
replace  vast  sections  of  the  aging  city 
with  Western-style  offices,  residences, 
and  shopping  areas.  "The  existing  build- 
ings are  totally  unsuitable,"  says  Munk. 
"It  provides  unparalleled  opportunities 
for  the  right  players." 

Now,  almost  two  years  later,  Munk 
has  a  good  shot  at  becoming  one  of 
those  players.  While  his  plan  to  redo 
downtown  East  Berlin  has  run  into  some 
stiff  political  opposition,  he  vows  that 
the  idea  is  still  alive,  and  he  expects  to 
make  an  announcement  by  yearend.  In 
the  meantime,  Munk  is  plowing  ahead 
with  another  ambitious  real  estate 
scheme.  On  Sept.  26,  he  announced  that 
Horsham  had  purchased  500  acres  just 
south  of  Berlin  for  $12  million  from 
Treuhandanstalt,  the  state  agency  re- 
sponsible for  privatizing  East  German 
assets.  Horsham,  primarily  in  oil  and 
gas  at  the  moment,  may  transform  this 
farmland  into  a  gleaming,  modern  busi- 
ness park. 

Munk,  63,  has  had  one  of  the  most 
eclectic  careers  of  any  entrepreneur  in 
North  America,  ranging  from  home  elec- 
tronics to  resort  development  to  gold 
mining.  Although  he  has  suffered  some 
spectacular  failures,  he  also  can  claim 
some  heady  victories.  His  American  Bar- 


rick Resources  Corp.  is  one  of  the  larg- 
est gold  miners  in  the  world,  with  a  mar- 
ket capitalization  of  around  $3  billion. 
Many  analysts  consider  it  North  Ameri- 
ca's top  gold  stock,  even  after  the  July 
collapse  of  its  plans  to  merge  with  giant 
Newmont  Mining  Corp. 

Meanwhile,  the  Munk-controlled  Hor- 
sham, 21%'  owner  of  Barrick,  is  fast  be- 
coming a  major  player  in  oil  refining.  In 
three  years,  thanks  mainly 
to  its  acquisition  of  Mid- 
western refiner  and  mar- 
keter Clark  Oil  &  Refining 
Corp.,  Horsham's  revenues 
have  shot  from  around  $200 
million  to  $2.8  billion.  And 
now,  with  the  Berlin  proj- 
ect, Munk  aims  to  make 
Horsham  a  major  force  in 
real  estate. 

LEAN  STAFF.  Unlike  most 
1980s  takeover  specialists, 
Munk  is  careful  to  avoid  ex- 
cess leverage.  Barrick  and 
Horsham  have  strong  balance  sheets, 
with  debt-to-capital  ratios  of  36%  and 
49%,  respectively.  But  unlike  many  CEOs, 
he  is  contemptuous  of  layers  of  middle 
management,  meetings,  and  other  trap- 
pings of  the  corporate  world.  Operating 
from  an  elegant  townhouse  in  Toronto's 
tony  Yorkville  district,  Munk  works  with 
a  lean  staff  of  about  15  executives.  "We 
didn't  even  have  a  corporate  chart  until 
we  talked  with  Newmont,"  recalls  Bar- 
rick Vice-Chairman  Howard  L.  Beck. 

Newmont  and  Barrick  would  have 
made  quite  a  pair.  "Barrick  would  have 
chopped  off  75%  of  Newmont's  senior 


it  Sua 


Id! 


Munk 

operates  out 
of  a  Toronto 
townhouse 
— with  a 
staff  of  15 


MUNK 
MILESTONES 


Flees  Budapest  home 
to  Switzerland  follow- 
ing Nazi  invasion.  Emi- 
grates to  Canada  four 
years  later 


Forced  out  as  CEO  of 
financially  troubled 
Clairtone  Sound,  the 
consumer-electronics  i 
company  he  founded  10 
years  earlier 


Leaves  Canarfa,  builds 
Southern  Pacific  Hotel 
Corp.  into  prosperous 
hotel  chain  in  Australia 
and  the  South  Pacific. 
Sells  chain  in  1981  for 
$130  million 


Unveils  plans  for  tyjft 
million  resort  pre  J| 
near  Egyptian  py  \M 
mids.  Political  op!  ■ 
tion  derails  proje 
1978  .  • 
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ie  of  the  Astors  in 
rland.  Some  150 
nds  attended.  Says 
:k:  "It  was  right  out 
The  Great  Gatsby." 
lut  Munk's  life 
n't  been  all  wine  and 
?s.  Much  of  his  cur- 
t  success  stems 
n  what  he  learned 
ing  one  of  the  most 
ibrated  failures  in 
ladian  history.  In 
8,  when  he  was  just 

Munk  and  partner 
;id  Gilmour  founded 
irtone  Sound  Corp. 
nake  hi-fi  gear.  They 

endorsements  from 
,nk  Sinatra,  among 
srs,  and  soon  Clair- 
e  was  the  fastest- 
wing  industrial  com- 
y  in  Canada.  Munk 
;  Canada's  boy  won- 
.  By  1966,  Clairtone 
expanded  to  color 

and  to  cars  through 
control  of  Canadian 
tor  Industries.  CMI 
n  acquired  the 
its  to  produce  and 
ribute  the  then-un- 
>wn  Toyota — plans 
t  never  materialized. 
-  FILIATION.  Then, 
nk  accepted  Nova 
tia's  lure  of  financial 
3  in  return  for  mov- 

Clairtone  there.  The 
ley  was  easy,  but  it 
ie  with  the  strings 

government  involvement.  In  Nova 
tia,  the  company  ran  into  big  labor 
ibles,  and  its  color  TVs  were  getting 

to  a  slow  start  in  the  nascent  mar- 
.  Alarmed  by  a  loss  of  $6.7  million 
nadian),  the  provincial  bureaucrats 
k  control,  and  Munk  was  forced  out. 
irtone  limped  on  until  1971,  when  the 

ernment  finally  shut  it  down, 
llairtone's  collapse  still  haunts  Munk. 
en  Upsala  College  in  New  Jersey 
irded  him  an  honorary  doctorate  last 
ing,  he  devoted  his  address  to  the 
ure.  "I  was  fired  in  the  first  annual 
ating  that  had  been  televised  in  the 


history  of  Canada,"  he  told  the  grads  in 
a  voice  filled  with  emotion.  "You'd  be 
surprised  how  rapidly  you  lose  your 
friends  . . .  and  how  suddenly  the  invita- 
tions become  thinner  and  then  disappear 
entirely."  The  phone  company  even  de- 
manded a  deposit,  "in  case  I  made  too 
many  long-distance  calls."  And  the  me- 
dia had  "an  orgy  of  pleasure,"  he  told 
the  students.  "The  man  who  was  held 
out  to  be  a  national  symbol  of  creative 
genius"  was  now  "an  incompetent  idiot." 

But  the  humiliation  only  increased 
Munk's  determination.  In  part,  his  in- 
tense will  stems  from  his  harrowing 


childhood.  Born  into  one  -' 
of  Hungary's  wealthiest 
Jewish  families,  he  was 
destined  for  a  concen- 
tration camp  after  the 
Nazis  invaded.  But  his 
grandfather  worked  out 
a  deal  with  the  Nazis 
for  the  family's  safe  de- 
livery to  Switzerland. 
Still,  he  says,  "I  found 
myself  homeless  and 
penniless."  In  1948,  at 
the  age  of  20,  he  emi- 
grated to  Canada  and 
began  studying  engi- 
neering at  the  Universi- 
ty of  Toronto. 
splashy  resort.  Fol- 
lowing Clairtone's  col- 
lapse, Munk  and  Gil- 
mour turned  their 
attention  halfway 
around  the  world:  to 
Fiji.  When  their  splashy 
Pacific  Harbour  devel- 
opment emerged  as  one 
of  the  South  Pacific's 
top  resorts,  the  restless 
Munk  expanded.  In 
1972,  backed  by  arms 
merchant  Adnan  Kha- 
shoggi  and  others,  he 
bought  control  of  the 
region's  largest  hotel 
chain,  Travelodge  Aus- 
tralia. Munk  unloaded 
many  of  its  Australian 
motels  and  realigned 
the  chain  as  the  compet- 
itive hotel  and  resort 
operator  it  is  today. 
During  this  period,  Munk  hatched  an 
especially  audacious  scheme:  a  sprawl- 
ing, $400  million  luxury  resort  at  the 
base  of  the  Egyptian  pyramids.  Presi- 
dent Anwar  Sadat  gave  the  resort  full 
government  backing.  But  it  was  bitterly 
opposed  by  Sadat's  political  foes,  who 
argued  it  would  desecrate  the  pyramids, 
and  the  project  was  canceled  in  1978. 
Three  years  later,  Munk  and  his  part- 
ners sold  their  hotel  chain,  renamed 
Southern  Pacific  Hotel  Corp.,  for  $130 
million — seven  times  what  Munk  paid. 

Back  in  Canada,  Munk  quickly  jumped 
into  the  oil  and  gas  business.  But  he  was 


iarrick  Petro- 
invest  in  oil  and 
oration 


With  oil  prices  falling, 
shifts  focus  to  gold.  Re- 
named American  Bar- 
rick  Resources  grows 
spectacularly 


Munk's  Horsham 
Corp.,  growing  fast  in 
oil  and  refining,  an- 
nounces sprawling  East 
Berlin  real  estate  devel- 
opment 
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buying  when  the  market  was  at  the  top. 
"It  was  a  classically  stupid  error,"  he 
says.  By  1983,  with  oil  prices  sinking, 
Munk  was  despondent.  "You  don't  mind 
losing  money  in  your  80s.  But  when 
you're  [over]  50,  you  have  good  reason 
to  hate  yourself."  Munk  slunk  away  to 
Klosters.  Finally,  pacing  the  hallways  in 
the  wee  hours  one  morning,  he  decided 
to  bet  everything  on  gold. 
gold  bug.  His  logic  was  sound:  He  fig- 
ured the  price  of  gold  was  nearing  the 
bottom,  and  with  South  Africa  in  tur- 
moil, there  would  be  growing  demand 
for  North  American  gold  equities.  Munk 
began  using  Barrick,  his  troubled  oil  and 
gas  company,  as  a  base  for  acquisitions. 
In  1986,  he  and  Barrick  President  Robert 
M.  Smith  learned  the  Goldstrike  Mine  in 
Nevada  was  for  sale.  Recalls  Smith:  "It 
was  a  ma-and-pa  operation  tied  together 
with  haywire."  But  Munk  astonished  the 
industry  by  paying  what  seemed  an  ex- 
orbitant $62  million  for  the  mine  in  early 
1987.  He  was  gambling  that  Barrick 
would  be  able  to  extract  the  mine's  low- 
grade  ores  with  advanced  technology. 

Has  it  ever:  Next  year,  Goldstrike  will 
become  one  of  North  America's  two 
largest  gold  mines,  producing  over  1  mil- 
lion ounces.  Production  could  hit  1.5  mil- 


lion ounces  by  mid-decade,  analysts  say. 
Barrick  looks  doubly  good  to  investors 
because  Munk  has  an  extensive  hedging 
program  to  insulate  the  company  from 
downward  price  swings.  With  gold  sag- 
ging, the  strategy  helped  boost  Barrick's 
earnings  to  a  record  $40  million  in  the 
first  half,  up  46%  from  the  year  before. 

Now  that  Barrick  is  running  smooth- 
ly, Munk  spends  most  of  his  time  on 


Buying  into  oil  and  gas  in  the 
early  '80s  was  "classically 
stupid,"  Munk  says,  but  his 
gamble  on  gold  paid  off 


Horsham.  His  first  big  move  came  at  the 
end  of  1988,  when  he  bought  60%  of 
struggling  Clark  Oil  &  Refining.  Under 
Horsham,  Clark's  filling  stations  are  be- 
ing spiffed  up,  and  refining  margins 
have  climbed  43%.  Of  the  29  energy 
stocks  tracked  by  Donaldson,  Lufkin  & 
Jenrette  Inc.'s  Curt  Launer,  Horsham  is 
one  of  only  four  to  beat  the  Standard  & 
Poor's  500-stock  index  this  year. 


Now,  Munk  hopes  to  pull  off  a  sin 
coup  in  Germany.  While  his  original 
for  razing  blocks  of  downtown  Bi 
may  be  quashed  by  local  opposition 
business-park  idea  has  strong  sup 
from  the  state  of  Brandenburg 
sham  does  not  plan  to  do  all  of  the  d( 
opment  itself.  Says  Munk:  "We  are 
ing  to  conceive  it  and  market  it 
make  sure  it  happens."  Already,  tl 
has  been  some  activity  nearby:  I 
Mercedes-Benz  and  BMW  are  plan 
big  factories  close  by,  and  a  new  air 
is  slated  for  the  area. 

Still,  in  what  sounds  like  a  warnin 
Berlin  officials,  Munk  is  careful  to 
phasize  that  he  hasn't  made  an  "irr 
cable"  commitment  to  Brandenburg 
wants  "at  least  two  significant  proje 
in  the  Berlin  area,  he  says.  So  if  his 
for  redeveloping  downtown  Berlin  f 
Munk's  whole  German  plan  could  fi; 

If  so,  Munk  will  doubtless  have  o 
big  ideas.  His  drive  is  unslowed  by 
years.  When  a  biographer  approac 
him  about  telling  his  story,  Munk 
murred.  "Maybe  I'll  be  ready  when 
95,"  Munk  told  him.  Until  then,  he  w; 
to  write  some  more  chapters  of  his  o 

By  William  C.  Symonds  in  Toronto, 
Roon  Lewald  in  Bonn  and  bureau  rep 
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A  new  pure  no-load™  fund  from  Scudder! 


CA  double  opportunity  for  above-average 
growth. . .  that's  why  I'm  in  this  Fund." 
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■■■  i : 


Scudder  Global  Small  Company  Fund 

1-800-225-2470  «*  1865 

SCUDDER 


America 's  First  * 
Family  of  No-Load  Funds 
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your  rental 
Car  line  moved 
the  Quickest 


and  in  your  hotel  room, 
you  found  your  very 
own  coffee  maker. 
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let  us  show  you  The  Wyndham  Way 
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THE  AGE  OF 
CONSOLIDATION 

WILL  MEGAMERGERS  REALLY  MAKE  THE  U.S.  ECONOMY  MORE  COMPETITIVE? 


N 


Everywhere  you  look 
these  days,  archrivals 
are  falling  into  each 
other's  embrace.  So  far 
this  year,  5  of  the  na- 
tion's top  10  banks — in- 
cluding Chemical  Bank, 
Manufacturers  Hano- 
ver, Bank  of  America,  and  Security  Pa- 
cific— have  announced  megamergers. 
Meanwhile,  airlines  such  as 
United,  Delta,  and  American  A 
are  evolving  into  supercar- 
riers  as  they  subsume 
the  routes  of  flailing 
competitors  such  as  Pan 
Am  and  TWA.  And  then 
there's  the  proposed  re- 
search collaboration  between 
Apple  Computer  Inc.,  once  the 
archetypal  innovative  startup, 
and  its  corpocratic  nemesis  IBM. 
That  alliance  of  the  industry's 
No:  1  and  No.  2  would  radically 
alter  the  dynamics  of  the  $93  bil- 
lion personal-computer  industry. 

In  one  industry  after  another, 
companies  are  announcing  strate- 
gic alliances  and  outright  merg- 
ers that  would  have  set  off  the 
antitrust  alarm  bells  in  years 
past.  It's  as  if  the  seemingly  end- 
less tide  of  seemingly  ever-larger 
mergers  in  the  1980s  has  left  us 
all  numb:  Almost  unnoticed,  with 
little  public  debate,  a  sweeping 


HAS  CHANGED 

THE  LANDSCAPE  | 

OF  MAJOR  U.S.  I 

INDUSTRIES  | 


consolidation  is  transforming  a  variety 
of  manufacturing  and  service  business- 
es. Where  acquisitive  companies  once 
had  to  confine  their  attentions  to  targets 
in  unrelated  industries,  or  might  rarely 
be  allowed  to  scoop  up  some  much  small- 
er, floundering  competitor,  they  can  now 
often  embrace  their  largest  rivals. 


BANKING 


Consider  the  seismic  policy  char 
represented  by,  say,  Philip  Morris  C< 
1988  acquisition  of  food  giant  Kn 
which  it  combined  with  its  1985  acqu 
tion  of  food  giant  General  Foods  to  ( 
ate  the  nation's  largest  food  compa 
What  a  far  cry  from  the  notion  of  C( 
petition  in  consumer  products  in  19 
for  example,  when  Procter  &  Gam 
Co.  was  forced  to  divest  Clorox  blea 
Or  reflect  on  the  more  recent  sale 
bankrupt  Financial  News  Network  I 
Despite  a  bid  from  Dow  Jones  &  ( 


c 
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KEY  ACQUISITIONS 

1  Q  Q  1   *F've  °^  tne  toP  1 0  banks 
17/1   announce  mergers:  Chemical 
and  Manufacturers  Hanover,  Bank  of 
America  and  Security  Pacific,  and 
NCNB  and  C&S/Sovran 


ASSETS  AT  YEAREND 
1 985  RANKING       BILLIONS  OF  DOLLARS 


CITIBANK 

BANK  OF  AMERICA 

CHASE  MANHATTAN 

MANUFACTURERS  HANOVER 

MORGAN  (J. P.) 

CHEMICAL 

SECURITY  PACIFIC 

BANKERS  TRUST 

FIRST  INTERSTATE  BANCORP 

FIRST  CHICAGO 

TOTAL  ASSETS 

44%  OF  ASSETS  HELD  BY  TOP 
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BILLIONS  OF  DOLLARS 
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CITICORP 

Bof  A/SECURITY  PACIFIC* 
CHEMICAL/MANUFACTURERS* 
NCNB/C&S/SOVRAN' 
CHASE  MANHATTAN 
MORGAN  (J.P.) 
BANKERS  TRUST 
BANK  OF  BOSTON/SHAWMUT* 
WELLS  FARGO 
FIRST  INTERSTATE 

TOTAL  ASSETS  $1,081 

46%  OF  ASSETS  HELD  BY  TOP  100  BANKS 
•  ASSET  VALUES  FOR  PENDING  MERGERS  BASED  ON  COMBINED  FIGURES 
DATA:  COMPUSTAT  SERVICES  INC. 


KEY  ACQUISITIONS 

1  Q  Q  /  ►Electrolux  lands  White  Co: 
1/00  dated  Industries  for  $780  m 
►  Maytag  buys  Magic  Chef  in  all-stock 

10  Q  0  ^Maytag  acquires  Chicago 
70/  Pacific,  owner  of  Hoover  va 
for  $384  million  plus  company  stock 

1  00  1  ►WnirlP°°l  spends  $600  rr 
I  7  7  I  to  buy  out  remaining  interes 
Philips'  European  appliance  business 
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MAJOR  APPLIANCES*  I 
1 985  RANKING  MARKET  SH/ 


WHIRLPOOL  32.C 

GENERAL  ELECTRIC  22.ji 

WHITE  CONSOLIDATED  IND.  13.C 

MAYTAG  7.1 

RAYTHEON  4.< 

TOTAL  SHARE  OF  TOP  5  79.t 


1 990  RANKING 


WHIRLPOOL 
GENERAL  ELECTRIC 
ELECTROLUX/WCI 
MAYTAG 
RAYTHEON 

TOTAL  SHARE  OF  TOP  5 

ANNUAL  UNIT  PRODUCTION  OF  WASHERS,  DRYERS,  RANGES,  AND  REFI 
DATA:  APPUANCl  AMGAZ/Nf 


HAREC 

32.1 
27.< 
17. 
14.< 
5.1 
97.* 


rag 
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:h  would  have  kept  the  cable  channel 
peration,  the  bankruptcy  court  and 
?ral  Trade  Commission  in  April  al- 
:d  a  bid  from  NBC's  rival  CNBC  cable 
inel,  which  promptly  shut  FNN  down, 
le  idea  that  you  can  compete  by  buy- 
your  competitor  is  allowing  the  con- 
ration  of  vast  market  power  in  the 
Is  of  just  a  few  companies  in  many 
stries.  And  it's  refashioning  cher- 


ished notions  about  the  role  of  domestic 
competition  in  the  nation's  economic  life. 

You  might  call  this  the  Age  of  Con- 
solidation. It  was  inaugurated  during 
the  dealmaking  1980s,  which  left  air- 
lines, tires,  and  appliances  in  the  hands 
of  virtual  cartels.  And  it's  being  pro- 
pelled by  ferocious  foreign  competition, 


AIRLINES 


KEY  ACQUISITIONS 

JA  ►United  snags  Pan  Am's  Lon- 
1/  don  routes  in  $400  million  deal 
rican  spends  $445  million  for 
London  route 

►  Delta  buys  Pan  Am's  European 
and  Shuttle  routes  for  $1 .4  billion 


ENUE  PASSENGER  MILES  (AUGUST) 
RANKING  MARKET  SHARE 


a  sluggish  and  capacity-glutted  U.  S. 
economy,  and  swelling  research-and-de- 
velopment  costs.  Now,  the  wave  is  roll- 
ing into  fresh  sectors  of  the  economy- 
banking,  insurance,  pharmaceuticals,  re- 
tailing, commercial  real  estate.  It's  even 
touching  youthful  industries  such  as 
software  and  biotechnology  (tables). 

In  many  ways,  the  pumping  up  of  Cor- 
porate America  is  a  natural  response  to 
the  emergence  of  Japanese  industrial 
combines  such  as  Mitsubishi  Corp.,  and 
of  European  consortiums  such  as  Airbus 
Industrie.  Proponents  argue  that  we 
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Firestone  for  $2.6  billion 
►  France's  Michelin  pays  $1 .5 
billion  for  Uniroyal-Goodrich 
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14.6% 

14.2 

1 1.6 

10.5 

10.5 

61.4% 


RANKING 


MARKET  SHARE 


WORLDWIDE  SALES 
1 985  RANKING  MARKET  SHARE 


D  19.5% 

ICAN  19.1 
14.5 

tHWEST  1 2.6 
INENTAL  9.7 

SHARE  OF  TOP  5  75.4% 

DATA:  AVITAS  INC. 


GOODYEAR  (U.S.) 
MICHELIN  (FRANCE) 
BRIDGESTONE  (JAPAN) 
FIRESTONE  (U.S.) 
PIRELLI  (ITALY) 
TOTAL  SHARE 


1990  RANKING 


MICHELIN  (FRANCE) 
BRIDGESTONE  (JAPAN) 
GOODYEAR  (U.S.) 
CONTINENTAL  (GERMANY) 
PIRELLI  (ITALY) 
TOTAL  SHARE 

DATA:  MSSEK  t  PLASTICS  »£WS 


20.0% 
15.6 

8.5 

8.0 

5.5 

57.6% 
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KEY  ACQUISITIONS 

►  Novell  and  Digital  Research 
merge  in  $80  million  deal 
►Ashton  Tate  and  Borland  do  the  same 
in  pact  valued  at  $440  million 


1991 


1985  RANKING 


MARKET  SHARE 


21.5% 
15.5 
10.5 
4.3 

MICROPRO  INTERNATIONAL  3.8 
TOTAL  SHARE  OF  TOP  5  55.6% 


LOTUS  DEVELOPMENT 
MICROSOFT 
ASHTONTATE 
DIGITAL  RESEARCH 
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MARKET  SHARE 


20.0% 

16.4 

16.2 

7.2 

6.3 
66.1  % 


MICROSOFT  25.4% 

LOTUS  DEVELOPMENT  1  2.0 
NOVELL/DIGITAL*  9.7 
WORD  PERFECT  7.5 
ASHTONTATE/BORLAND*  7.3 

TOTAL  SHARE  OF  TOP  5  61.9% 

*  PENDING  MERGERS 

DATA:  SOfJlfTTf/t  100 


CONSOLIDATION: 
PRO  AND  CON 

'American  companies  during 
the  past  20  years  have 
become  much  smaller 
relative  to  foreign 
competitors.  In  the  long  run, 
we  probably  need  to  adjust 
our  antitrust  laws  to  allow 
companies  to  set  up  huge 
business  groups' 


—  LESTER  THUROW 

DEAN  OF  THE  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 
SLOAN  SCHOOL 
OF  MANAGEMENT 


'It's  hard  to  imagine  what 
high-tech  company  will  even 
try  and  get  by  in  the  1990s 
without  an  alliance' 


—  JOHN  SCULLEY 

CHIEF  EXECUTIVE  OFFICER, 
APPLE  COMPUTER 


desperately  need  a  well-managed  period 
of  consolidation  to  elevate  a  handful  of 
"national  champions"  that  can  take  on 
these  Japanese  and  European  rivals, 
which  often  benefit  from  state  financing 
or  state-managed  industrial  policies. 
"The  1990s  is  the  decade  when  American 
industries  will  be  playing  defense,"  ex- 
plains Lester  C.  Thurow,  dean  of  the 
Sloan  School  of  Management  at  Massa- 
chusetts Institute  of  Technology. 
"American  companies  during  the  past  20 
years  have  become  much  smaller  rela- 
tive to  foreign  competitors.  In  the  long 
run,  we  probably  need  to 
adjust  our  antitrust  laws 
to  allow  companies  to  set 
up  huge  business  groups." 

HISTORIC    DISTRUST.  It's 

true  that  this  kind  of  talk 
is  out  of  step  with  the  na- 
tion's historic  distrust  of 
corporate  bigness.  During 
the  early  years  of  this  cen- 
tury, a  populist  trust-bust- 
ing movement  attacked  the 
unbridled  market  power  of 
John  D.  Rockefeller's  oil 
empire  and  J.  P.  Morgan 
Sr.'s  banking  and  railroad 
dominion.  More  recently, 
the  Nixon  Administration's 
Justice  Dept.  wielded  an 
antitrust  ax  after  conglom- 
erates such  as  ITT,  testing 
theories  about  corporate 
synergy,  went  on  a  buying 
spree.  "If  you  had  one  of 
these  megabanking  merg- 
ers announced  a  decade 
ago,  there  would  have 
been  an  outcry,"  notes  Da- 
vid D.  Hale,  chief  econo- 
mist and  senior  vice-presi- 
dent of  Kemper  Financial 
Services  Inc. 

But  maybe  that  long- 
standing leeriness  of  com- 
bines is  out  of  step  with 
the  times.  Certainly,  the 
Justice  Dept.'s  reaction  to 
this  latest  consolidation- 
and-merger  rush  has  been 
surprisingly  muted.  Anti- 
trust experts  say  the  gov- 
ernment is  increasingly 
concerned  not  just  with  en- 
suring domestic  price  com- 
petition but  with  bolstering 
U.  S.  global  competitive- 
ness. Says  Ron  Chernow, 
author  of  The  House  of 
Morgan:  "Years  back, 
there  was  a  tremendous 
fear  about  the  power  of 
American  business;  now 
there's  a  tremendous  fear 
about  its  weakness." 
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Indeed,  the  Bush  Administration 
day  confronts  a  radically  different  gl< 
al  arena  than  its  predecessors.  Poli 
makers  are  trying  to  balance  t1 
competing  economic  goals:  How  best 
give  U.  S.  companies  the  finance 
strength,  operating  efficiencies,  a 
global  reach  to  carry  their  weig 
abroad.  And  how  to  do  so  withcj 
smothering  the  healthy  effects  of  robil 
domestic  competition,  such  as  shd 
market  instincts,  a  vibrant  supplier  baj 
and  quick  product-development  cycle 

In  the  short  term,  at  least,  it's  cl 


BIGGER,  LEANER — AND  Bj 
FOR  THE  RECOVERY? 


Can  the  cure  be  worse  than 
ease?  For  years,  economists,  m 
ment  gurus,  and  corporate  chiel 
criticized  U.  S.  companies  for  no' 
efficient  enough  to  compete  in 
markets.  Finally,  that's  cha 
From  banking  to  home  applian< 
dustries  are  shedding  jobs  anc 
nating  excess  capacity.  And  even  when  compani< 
up  to  compete  globally,  they're  paring  their  work 
to  hold  down  costs. 

But  there's  a  catch.  All  of  these  job  cuts  are  d 
needed  strength  from  a  struggling  U.  S.  economy 
now,  the  combination  of  lost  jobs  and  fear  of  it 
come  is  paralyzing  consumers.  True,  the  ongoing 
of  consolidations  should  eventually  boost  produ 
But  for  workers  and  businesses  concerned  with 
ing  until  next  year,  the  long  run  seems  too  far 
Whether  the  consolidation  of  Corporate  Ameri 
halt  the  recovery  in  its  tracks  depends  on  how  fes 
jobs  are  slashed  and  how  quickly,  as  well  as  the  1 
ness  of  other  industries  to  hire  laid-off  worken 
the  past  two  years,  corporations  have  announced 
or  planned  permanent  reductions  of  more  than 
(chart).  As  the  effects  of  these  cuts  ripple  throu 
economy,  they  could  add  a  percentage  point  or  n 
the  unemployment  rate. 

dangling  ax.  To  be  sure,  the  job  losses  at  inc 
companies  mostly  haven't  been  mirrored  in  indust 
figures  so  far.  For  example,  according  to  gove: 
statistics,  airlines  have  added  82,000  jobs  sine* 
Even  the  hard-pressed  banks  cut  employment  1 
1.2%  over  the  past  year — no  faster  than  the 
economy.  Only  in  sectors  where  cutbacks  began 
the  recession — such  as  appliances  and  advertising 
the  job  losses  drawn  industrywide  blood. 

But  there  are  a  lot  more  jobs  to  be  lost  if  con 
follow  through  on  their  promises.  Many  of  t 
nounced  cuts  at  merging  banks,  for  example,  h; 
yet  taken  place.  Moreover,  some  banking  analys 
mate  that  the  industry  needs  to  shrink  by  anoth 
to  be  efficient.  That  would  cost  another  400,00 
And  work-force  reductions  at  big  companies  n: 
stop  when  the  recession  is  over.  "There  will  be  sc 
layoffs  for  years  rather  than  months,"  says  S 
Roach,  a  senior  economist  at  Morgan  Stanley  & 
The  ongoing  consolidations  are  hitting  mor 


k  n 
ftant 


to  mis 


the  process  of  consolidation  will  be 
mpanied  by  plenty  of  economic  pain 
).  Already,  consolidation  is  sparking 

layoffs,  as  industry  after  industry 
s  to  slough  off  excess  capacity,  and 
Drocess  may  well  dampen  the  econo- 
;  recovery  from  recession, 
trther  out,  there's  the  question  of 
,her  industrial  oligopolies  will  do  the 

thing  that  has  earned  them  their 
iric  opprobrium:  use  their  market 
imony  to  price-gouge  consumers.  So 

at  least,  that  hasn't  happened, 
ks  largely  to  the  soft  economy 


COMPANIES  ARE  STILL 
SHEDDING  WORKERS 


ANNOUNCED  CORPORATE 
JOB  CUTS 


They're  also  being  felt  in  commercial  real  es- 
mergers  and  failures  aggravate  the  glut  of 
ace.  Consolidation  may  even  hold  down  capital 
•:  Fewer  companies  may  need  to  buy  fewer 
;  or  computers  to  equip  their  fewer  workers, 
lally,  the  consolidation  movement  should  pro- 
le  real  economic  gains.  Productivity  has  already 
o  rise,  and  once  the  economy  comes  out  of  the 
.i,  the  service  sector  may  show  its  first  sus- 
•oductivity  improvement  in  years.  Inflation,  too, 

to  continue  falling  as  productivity  rises  and 
jmployment  holds  down  wages.  And  foreign 
3rs  in  U.  S. 

mean  that 
g  domestic 
!S  won't  be 
boost  prices 

rood  news, 
comes  with 
lalifications. 
yone  agrees 
new  behe- 
ill  be  more 
'e  than  their 
cousins  are. 
tudies  sug- 
the  leading 
re  already 
than  they 

be,"  says  F.  M.  Scherer,  an  economist  at  Har- 
iversity.  That  seems  to  be  true  in  banking, 
iost  research  concludes  that  above  a  certain 
haps  as  little  as  $100  million  in  assets — large 
e  no  more  efficient  than  small  ones. 

also  missing  now  is  somebody  to  start  employ- 
■eople  whom  all  those  banks,  media  companies, 
rers  are  laying  off.  The  list  of  volunteers  is 
ivernment  is  stuck  in  its  own  doldrums.  Manu- 
,  while  doing  better  than  the  service  sector, 
hown  the  willingness  to  hire.  So  far,  it  seems 
small  and  midsize  businesses  have  been  willing 
any  laid-off  white-collar  workers.  About  70%  of 
le  finding  jobs  through  Right  Associates,  a 
placement  firm,  end  up  at  smaller  companies, 
eeing  a  major  shift  from  big-company  employ- 
mall-company  employment,"  says  Dan  Lacey,  a 
1-based  labor  consultant, 
hat  the  economy  ultimately  needs  is  a  new 
ngine.  "Historically,  what  has  driven  hiring  is 
iucts  and  innovations,"  says  Roach.  If  those 
w  up  soon,  the  1980s,  with  all  their  excesses, 

to  look  good  again. 

By  Michael  J.  Mandel  in  New  York 
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DAW  WORKPLACE  TRENDS 


and  the  hangover  of  excess  capacity. 

But  the  first  real  test  may  soon  be 
coming.  In  the  wake  of  the  bruising  air- 
line consolidation,  three  carriers — Unit- 
ed, American,  and  Delta — control  a  53% 
share  of  the  U.  S.  market.  True,  consum- 
ers are  now  enjoying  bargain  fares.  But 
some  believe  that  once  the  industry  fin- 
ishes its  contraction,  fares  will  inevi- 
tably go  skyward  (page  90).  "There  will 
be  only  two  or  three  survivors,  and  we 
will  be  back  reregulating  fares  in  a 
few  years,"  predicts  economist  John 
Kenneth  Galbraith. 

Advocates  of  consolida- 
tion argue,  however,  that 
the  short-term  economic 
pain,  and  even  some  in- 
creases in  domestic  pricing 
and  market  power,  are 
burdens  worth  bearing  to 
gird  U.  S.  corporations  for 
the  international  competi- 
tive arena.  Unfortunately, 
the  example  of  at  least  one 
oligopoly,  the  auto  indus- 
try's Big  Three,  is  hardly  a 
rousing  endorsement  of 
this  view.  Far  from  using 
their  domestic  sway  as  a 
springboard  for  a  vigorous 
assault  on  foreign  mar- 
kets, our  "national  champi- 
ons" grew  so  sluggish, 
complacent,  and  bloated 
that  they  lost  their  domi- 
nance of  the  home  market. 
And  now  the  less-than-stel- 
lar  results  of  this  latest 
wave  of  consolidations  in 
such  industries  as  the  me- 
dia, tire  manufacturing, 
and  appliances  are  provid- 
ing plenty  of  reasons  for 
more  skepticism. 

If  anything,  there's  a 
persuasive  case  to  be  made 
that  strong  domestic  com- 
petition helps  companies 
hone  the  razor-sharp  in- 
stincts needed  to  make  a 
nation  truly  competitive.  In 
Germany,  it's  largely  mid- 
size companies,  known  as 
the  mittelstand,  rather 
than  huge  companies  such 
as  Daimler  Benz,  that  gen- 
erate two-thirds  of  the  na- 
tion's gross  national  prod- 
uct and  30%  of  its  export 
growth.  In  Switzerland, 
the  lively  competition 
among  small  and  midsize 
pharmaceutical  companies 
helped  turn  Ciba-Geigy, 
Hoffmann-La  Roche,  and 
Sandoz  into  global  power- 
houses. "Virtually  every 


EST. 


'Much  of  the  drive  toward 
consolidation  and  mergers  is 
generated  out  of  fear.  We're 
running  the  risk  of  making 
things  worse,  not  better' 


—  MICHAEL  PORTER 

HARVARD  BUSINESS  SCHOOL 
PROFESSOR  AND  AUTHOR 
OF  THE  COMPETITIVE 
ADVANTAGE  OF  NATIONS 


'Deregulation  and  corporate 
raiding  in  the  airline  industry 
have  created  a  very  bad 
situation.  There  will  be  only 
two  or  three  survivors,  and 
we  will  be  back  reregulating 
fares  in  a  few  years' 


—  JOHN  KENNETH 
GALBRAITH 

ECONOMIST 
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successful  industry  worldwide  has  an  in- 
tense level  of  domestic  competition," 
says  Harvard  business  school  professor 
and  author  Michael  E.  Porter.  "The  con- 
solidation in  the  U.  S.  runs  the  risk  of 
making  things  worse,  not  better." 
strong  case.  To  be  sure,  the  forces  ar- 
guing in  favor  of  corporate  combinations 
are  considerable.  If  the  Apple  and  IBM 
alliance  to  develop  a  new  computer  stan- 
dard for  the  1990s  can  turn  out  the  kind 
of  technological  breakthrough  that  can 
revive  the  maturing  industry,  that's  all 


to  the  better.  After  all,  such  research 
alliances  have  become  common  abroad. 
And  many  of  Japan's  leading  personal- 
computer  and  semiconductor  companies 
have  long  been  insulated  from  foreign 
competition  in  their  home  market  and 
belong  to  huge  keiretsu,  industrial  com- 
bines with  $20  billion  to  $40  billion  in 
revenues.  With  r&d  costs  spiraling,  even 
our  best  technological  companies  have 
reasons  to  pair  up.  Says  Apple  CEO  John 
Sculley:  "It's  hard  to  imagine  what 
high-tech  company  will  even  try  and  get 


by  in  the  1990s  without  an  allianc 
And  there's  certainly  plenty  of  exq 
capacity  to  be  wrung  out  of  many  ind 
tries.  Financial-services  firms,  for  exa 
pie,  ramped  up  to  serve  investors  in  I 
bull  market  of  the  1980s.  By  the  end 
1986,  the  Securities  Industry  As 
counted  244,000  brokers  and  back-off 
staff,  up  from  134,000  in  1980.  Since 
October,  1987,  crash,  Wall  Street 
ployment  has  plummeted  to  209,000. 

The  easy  money  of  the  1980s  a 
prompted  many  of  America's  retailers 
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As  far  as  Robert  L. 
Crandall  is  concerned, 
all  the  handwringing 
over  competition  among 
airlines  is  a  big  waste 
of  time.  "Why  are  we 
having  this  argument?" 
asks  the  chairman  of 
American  Airlines  Inc.  "The  industry's 
going  broke,  and  we're  worrying  about 
how  they're  going  to  extract  excessive 
profits  from  the  public." 

Crandall  is  fond  of  noting  that  the  in- 
dustry has  netted  a  $1.4  billion  loss  since 
the  dawn  of  commercial  aviation.  Even  in 
the  best  of  times,  airlines  have  razor-thin 
margins — hardly  what  you'd  expect  of  an 
oligopoly.  Far  from  price-gouging,  Cran- 
dall insists,  the  industry's  most  pressing 
problem  these  days  is  the  tendency  of 
bankruptcy  courts  to  keep  failing  airlines 
aloft  long  enough  to  slash  fares  to  gener- 
ate cash.  Adjusting  for  inflation,  fares 
are  already  down  more  than  20%  since 
1979.  If  the  industry  is  to  return  to 
health,  Crandall  argues,  "fares  cannot  be 
as  low  as  some  people  would  like." 
test  pilots.  True  enough.  But  with  the 
1990s  likely  to  see  U.  S.  airlines  pared 
down  to  four  or  five  megacarriers,  the 
industry  offers  a  laboratory  to  study  the 
efficiencies  and  perils  of  consolidation. 
Sure,  this  emerging  group  of  world-class 
carriers  should  be  able  to  fend  off  an 
assortment  of  state-owned  foreign  rivals. 
But  after  the  bankrupt  airlines  are  liqui- 
dated or  absorbed,  the  surviving  giants 
could  come  out  of  the  shakeout  with 
more  common  interests  than  competing 
ones.  Even  if  they  resist  the  temptation 
to  gouge  the  public  by  hiking  prices  in 
unison,  a  more  subtle  concern  exists:  In  a 
worli!  of  titans,  who  will  provide  the  com- 
petitive pressure  to  rein  in  costs  so  the 
fares  needed  to  produce  even  reasonable 
profits  don't  shoot  out  of  sight? 

Not  new  airlines,  that's  for  sure.  No 
post-deregulation  startup  of  significant 


size  has  avoided  merger,  bankruptcy,  or 
outright  failure.  The  record  mocks  one  of 
the  main  tenets  of  airline  deregulation: 
that  low-cost  startups  would  preserve 
competition  by  adding  plentiful  low-fare 
service. 

Since  1985,  with  government  blessing, 
the  market  share  of  the  top  five  carriers 
has  jumped  from  61%  to  75%.  The  stron- 
gest airlines  have  divided  the  country 
into  sprawling  route  systems  dotted  with 
powerful  hubs.  These  networks  attract 
more  traffic  and  provide  enough  critical 
mass  to  counterbalance  enormous  capital 
costs.  Some  big  hub  cit- 
ies such  as  Dallas  and 
Chicago  are  dominated 
by  two  major  carriers 
and  perhaps  a  smaller 
one.  But  many — Cincin- 
nati, Minneapolis,  Pitts- 
burgh, St.  Louis — are  a 
virtual  monopoly  for  one 
carrier. 

In  a  fleeting  golden 
age  for  airline  consum- 
ers, low-cost  startups 
such  as  People  Express 
Airlines  could  challenge 
the  big  guys  with  rock- 
bottom  fares.  But  in  the  airline  business, 
bigger  is  most  assuredly  better.  Soon, 
the  megacarriers  responded  by  develop- 
ing such  marketing  tools  as  computer- 
ized reservations  systems,  frequent-flier 
programs,  and  complex  revenue-manage- 
ment systems.  Those,  combined  with  rich 
travel-agency  incentive  contracts,  helped 
the  big  airlines  squeeze  weaker  rivals. 

These  days,  the  market  power  brought 
to  bear  by  big  hub  airlines  serves  not 
only  as  a  barrier  to  entry  but  as  a  barrier 
to  survival.  With  the  capital  markets  dri- 
ed up,  traffic  sluggish,  and  fare  wars 
rampant,  weakened  carriers  have  even 
fewer  resources  to  compete. 

The  biggest  airlines  simply  hold  the 
best  cards,  largely  because  they  were 


THE  BIGGEST 
AIRLINES  WERE 

SIMPLY 
SMARTER  AND 

BETTER 
MANAGED  TO 
BEGIN  WITH 


smarter,  better  managed,  and 
most  resources  to  begin  with.  I 
market,  all  the  elements  of  critic 
come  into  play:  Advertising  doll  j) 
spent  more  efficiently,  the  airl 
more  flights  to  offer  to  more  plai 
travel  agents  are  kept  loyal  becai 
rely  much  more  heavily  on  the  d' 
airline's  service.  Moreover,  big 
can  dangle  the  most  attractive  fi 
flier  programs  because  they  flj 
most  exotic  locales.  America  W 
lines  Inc.,  now  in  Chapter  11,  sta 
ing  big  747s  to  Hawaii  partly  to 
frequent-flier 
more  competiti 
it  couldn't  put 
paying  passenj 
the  flights  to 
profit  on  the  ro 
In  Atlanta,  D 
Lines  Inc.'s  82% 
the  market  is  s 
ing  that  nobo 
stepped  up  to  fi 
gates  left  vaca 
Eastern  Air  Li 
folded  in 
Northwest 
Inc.,  badly  in  n 
strong  Southeast  hub,  sniffed  bi 
bite.  The  carrier  figured  it  cou 
duplicate  Delta's  vast  connect: 
work  and  strong  ties  to  loca 
agents. 

The  most  powerful  marketing 
in  the  hands  of  American  and 
Airlines  Inc.  American's  Sabre  c 
reservations  system  (CRS)  and 
half-owned  Apollo  system  off< 
clear  advantages.  For  starters, 
airlines  have  to  pay  fees  to  ge 
systems.  Moreover,  while  outrigl 
the  listing  of  information  on  a  CI 
has  been  eliminated  by  law,  travt 
still  find  seat-availability  and  sea 
ment  information  more  reliable 
CRS  vendor's  flights  than  for  o 
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ly  overexpand.  The  upshot:  Retail 
:e  jumped  80%  last  decade  while 
5  per  square  foot  dropped  17.5%,  ac- 
ing  to  Management  Horizons,  a  con- 
ng  firm.  The  upheaval  put  Federat- 
Department  Stores,  Carter  Hawley 
i  Stores,  and  Ames  Department 
es  into  bankruptcy, 
id  few  would  argue  that  the  U.  S. 
's  12,000-odd  banks,  especially  when 
iers  to  interstate  banking  may  soon 
Iropped.  The  creation  of  stronger, 
it  fewer,  banks  could  ultimately 
j  some  easing  of  the  credit  crunch, 
/■hat's  wrong  with  allowing  our  larg- 


est money-center  banks  to  merge  if  it 
means  a  more  stable  banking  system? 
Look  at  the  rise  of  foreign  megabanks — 
such  as  No.  1  Dai-Ichi  Kangyo  Bank 
Ltd. — that  long  ago  pushed  America's 
largest  bank,  Citicorp,  off  the  top-10  list. 
higher  rates?  Much  as  the  excess  ca- 
pacity needs  to  be  burned  off,  though, 
the  process  will  hurt.  The  four  major 
banking  mergers  already  announced  this 
year,  for  example,  will  wipe  out  about 
25,000  jobs.  And  the  job  losses  in  bank- 
ing will  likely  radiate  out  to  a  host  of 
support  businesses,  such  as  accounting, 
advertising,  law,  and  financial-informa- 


tion vendors  such  as  Reuters  Holdings 
PLC  and  Telerate  Inc. 

Consumers  may  also  wind  up  footing 
part  of  the  bill  for  a  stronger  banking 
system.  A  recent  study  of  300  banks  in 
about  90  markets  by  Timothy  H.  Han- 
nan,  an  economist  for  the  Federal  Re- 
serve Board,  concluded  that  interest 
rates  for  consumers  in  highly  concen- 
trated banking  markets  on  average  ran 
from  0.5  to  2.2  percentage  points  higher 
on  a  variety  of  loans. 

In  many  other  industries,  there's  plen- 
ty of  reason  to  wonder  whether  bigger 
is  truly  better,  and  whether  the  prom- 


)m.  The  reason:  The  vendor's 
inners  are  hooked  up  directly 
lan  through  less-efficient  com- 
>ns  software.  Those  advantages 
According  to  government  stud- 
owners  can  garner  up  to  15% 
enue  from  an  agent  than  non- 

i  way?  Crandali  insists  the  ad- 
won  by  American  and  others 

mte  to  their  hard  work.  Rivals, 
could  have  developed  CRS  sys- 
could  still  improve  their  link- 

•pending  more  on  software.  But 

ich  as  airline  expert  Michael  E. 

dean  of  the  Yale  University 
Organization  &  Management, 

hat  the  systems  are  simply  too 

evine's  solutions  range  from  di- 


vestiture to  abolishing  CRS  fees.  Says 
Crandali:  "That's  not  the  way  we  do  busi- 
ness in  the  United  States  of  America." 

Washington,  so  far,  tends  to  agree. 
The  government  has  fretted  over  the 
barriers  to  entry  but  done  little  to  break 
them  down.  Indeed,  Transportation  Sec- 
retary Samuel  K.  Skinner  advocates  let- 
ting the  shakeout  proceed  apace  in  the 
interest  of  creating  global  competitors. 
The  Justice  Dept.  has  recently  intervened 
in  various  asset  sales  so  the  big  carriers 
don't  get  all  the  best  spoils.  Justice  is 
also  investigating  airline  pricing.  For  its 
part,  Congress  has  put  forth  legislation 
to  try  to  break  down  some  of  the  barri- 
ers, such  as  CRS  bias.  But  given  the  re- 
cent record  on  similar  measures,  the  cur- 
rent bills  likely  won't  pass. 


THE  SHRINKING  AIRLINE  INDUSTRY 


1978  1979  1980  1981  1982  1983  1984  1985  1986  1987 
ERICAN  — — — 


1WA 
OZARK 
ASTERN 
S  INTL. 
CENTAL 


AIR  CAL  - 


r 


1QSQ  iqqn  1QQ1  IN  BANKRUPTCY 
1989       1990       1991      OR  DEFAULT 

 AMERICAN 


° 


LONDON  ROUTES 


1  TWA 


o 


CHAPTER  11 
— ■<>— 


LATIN 
AMERICAN 
ROUTES 


ONTIER 
JNiTED 
'AN  AM 
NONAL 
DELTA 
ESTERN 
HWEST 


PEOPLE 
EXPRESS 


NY  AIR' 


CONTINENTAL  EASTERN 
CHAPTER  11  LIQUIDATES 


PACIFIC  DIVISION 


 9- 

LONDON  ROUTES  |    PAN  AM  CHAPTER  1 1 


o 

EUROPEAN  ROUTES 
AND  SHUTTLE 


° 


1NTRAL  1 
IRWEST ' 
GHENY  1 
)M0NT 
iMPIRE 


REPUBLIC  -Q 


RENAMED 

USAIR 


Tf 


PACIFIC  _ 
SOUTHWEST 


HWEST  ■ 


MIDWAY  — 
AIR  FLORIDA 


■CHAPTER  11  = 


RANIFF  ■ 


AMERICA  WEST  ■ 


1  CHAPTER  II > 


One  shining  hope  for  airline  consumers 
is  Southwest  Airlines  Co.  in  Dallas.  With 
costs  among  the  lowest  in  the  industry, 
Southwest  eschews  expensive  hubs, 
doesn't  take  reservations  through  CRS 
systems,  and  doesn't  serve  meals.  Its 
specialty  is  targeting  underserved  pairs 
of  cities  with  frequent,  low-fare  service. 
Until  Aug.  15,  for  example,  TWA's  fare 
on  the  255-mile  route  between  St.  Louis 
and  Kansas  City  was  $295  one-way. 
Southwest  saw  an  opportunity  and 
jumped  in  with  a  fare  of  $59. 

But  Southwest  doesn't  fly  to  most 
U.  S.  markets  and  would  rather  keep 
searching  out  such  targets  of  opportuni- 
ty. So  who's  to  keep  the  big  guys  from 
getting  lazy?  In  the  past  year,  despite 
huge  industry  losses,  American,  Delta, 
and  United  all  gave 
their  pilots  big  raises 
to  avoid  strikes.  And 
costs  in  general  have 
risen  at  a  worrisome 
16%  compound  annu- 
al clip  for  the  past 
five  years.  Low-fare 
carriers  could  give 
larger  airlines  an  in- 
centive to  put  a  lid  on 
such  cost  increases. 
But  lonely  Southwest 
can't  carry  that  bur- 
den by  itself. 

One  thing's  cer- 
tain: Higher  fares 
are  in  the  offing.  A 
cyclical,  capital-inten- 
sive industry  must  be 
allowed  to  cover  its 
costs  to  survive.  But 
as  ticket  prices  rise, 
so  will  the  controver- 
sy. You  can  bet  the 
argument  over  airline 
competition  and  con- 
solidation will  only 
grow  louder. 

By  Michael  Oneal 
in  New  York,  with 
Wendy  Zellner  in  Dal- 
las and  Seth  Payne  in 
Washington 
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ised  global  synergies  will 
hold  up  under  harsh  busi- 
ness conditions.  That  chief 
executive  you  hear  pas- 
sionately defending  a 
merger  or  broad  research 
alliance  with  a  rival  may 
actually  be  making  artful 
excuses  for  a  company 
that  has  run  out  of  ideas. 
After  all,  it's  far  easier  to 
buy  existing  market  share 
from  a  contender  than  puz- 
zle over  how  to  grow  on 
one's  own  strengths.  And 
in  many  consolidating  in- 
dustries, critics  argue, 
cost-cutting  isn't  just  an  in- 
terim medicine  taken  for 
long-term  gain.  Instead,  a 
continuous  process  of  cost- 
cutting  becomes  the  com- 
pany's fundamental  strate- 
gy, taking  the  place  of  a 
more  creative  pursuit  of 
growth. 

That  has  clearly  been 
the  upshot  of  the  recent 
round  of  global  mergers  of 
media  companies  and  ad- 
vertising agencies.  Execu- 
tives at  Time  Inc.  and 
Warner  Communications 
Inc.,  for  example,  justified 
their  debt-fueled  merger  in 
1989  with  a  vision  of  a  ver- 
tically integrated  media- 
and-entertainment  giant 
that  would  use  European 
and  Japanese  partners  to 
penetrate  foreign  markets. 
NO  smash.  Although  Time 
Warner  Inc.  may  finally  be 
about  to  sign  such  a  joint- 
venture  deal,  it  hardly 
looks  like  a  blockbuster. 
And  there's  little  evidence 
that  Time  Warner's  record, 
cable-TV,  movie,  or  maga- 
zine divisions  have  been 
significantly  enhanced  by 
the  merger.  Instead,  the 
company  has  been  cutting  costs,  elimi- 
nating 600  jobs  from  its  magazine  group 
during  the  past  six  months.  And  it  re- 
cently asked  shareholders  to  pony  up 
$2.7  billion  in  a  rights  offering  to  help 
relieve  its  tremendous  debt  pressure. 

And  if  efficiency  and  market  clout  re- 
sult from  consolidation,  you  wouldn't 
know  it  from  the  example  of  the  dramat- 
ic concentration  that  has  taken  place  in 
the  tire  industry.  When  U.  S.  tire  compa- 
nies such  as  Uniroyal  Goodrich  and  Fire- 
stone were  merging  with  foreign  rivals 
such  as  Michelin  and  Bridgestone,  re- 
spectively, a  few  years  back,  there  was 
lots  of  talk  about  how  the  foreign  gi- 


THE  BARONS  AND  THEIR  DOMAINS 


U.S.  Steel 

Formed  in  1 901 
by  J. P.  Morgan 
Sr.  (far  left,  with 
son),  who  com- 
bined his  holdings 
with  those  of  An- 
drew Carnegie 
Peak  share  of  U.  S. 
steel  market: 


75% 


SPIRITUAL  GODFATHERS  of  today's  trend  toward  consolidation  in 
U.  S.  business,  the  great  magnates  of  the  late  19th  century  assembled 
trusts  that  had  near-monopoly  power  in  many  industries.  The  public's 
fear  of  abuse  of  such  power  led  to  the  trust-busting  movement 

Standard  Oil 

Founded  in  1870 
by  John  D.  Rocke- 
feller. Acquired 
scores  of  refiner- 
ies, wells,  and 
transportation 
companies 
Peak  share  of  U.S. 
retail  oil  market: 


85% 


ants,  with  their  renowned  R&D  and  stron- 
ger balance  sheets,  would  turn  these 
lagging  U.  S  companies  into  more  effi- 
cient competitors.  Some  even  hoped  that 
consolidation,  by  leaving  Michelin,  Good- 
year, and  Bridgestone  with  nearly  60% 
of  the  world  tire  market,  might  allow 
them  to  negotiate  higher  prices  from 
that  other  cartel  in  Detroit. 

So  far,  though,  the  consolidation  has 
only  compounded  the  destructive  price 
competition  that  has  plagued  the  tire  in- 
dustry for  years.  With  considerable 
problems  of  its  own,  Detroit  has  de- 
manded— and  won — bargain  prices  from 
tire  manufacturers.  And  while  industry 


executives  hope  that 
cent   round   of  price! 
creases  in  the  U.  S.| 
placement  market 
help  ease  the  pain,  it 
ably  won't  be  enoug 
stop  the  major  pi 
from  bleeding.  Mic 
lost  nearly  $1  billion 
year,  Goodyear  dro 
about  $40  million, 
Bridgestone  watched 
old  Firestone  oper 
lose  $350  million, 
plants  will  certainly 
to  be  shut  down  1 
overcapacity  eases. 

And  what  about 
promise  of  cracking 
eign  markets?  The  olij 
ly  that  has  come  to 
the  U.  S  appliance  indM:  E 
hasn't  exactly  enjoy 
cakewalk  across  the  g 
Here,  too,  regulators 
ured  U.  S.  companies 
ed  more  muscle  to 
the  faster-growing  Eu 
an  market. 
in  a  spin.  In  1989 
ample,  longtime  stai  i 
Maytag  Corp.  doled 
about  $384  million, 
company  stock,  for  ( 
go  Pacific  Corp.  an 
worldwide  Hoover  va 
and  appliance  busi 
But  soon  after  the 
was  consummated, 
British  economy,  acc 
ing  for  most  of  Hoc 
European  sales,  wenl 
a  tailspin.  Demand  sa 
and  Maytag's  earning 
25'  ■  last  year,  to 
lion  on  $3.05  billic 
sales.  During  the  fir 
months  of  this  year, 
tag's  European  oper: 
posted  an  operating  k 
$3.6  million.  The  con 
slashed  its  dividend 
Maytag's  stock  has  lost  31%  of  its 
during  the  past  two  years.  While 
tag  executives  believe  the  deal  will 
tion  the  company  for  growth  oversi 
the  years  to  come,  "the  recovery 
ing  to  be  gradual,"  says  Leonai 
Hadley,  Maytag's  president. 

Rival  Whirlpool  Corp.  has  also  le 
that  foreign  flings  can  end  unha 
Whirlpool  acquired  53%  of  Philips' 
pean  appliance  business,  and  it  rei 
anted  up  $600  million  to  buy  the 
Unfortunately,  Philips'  manufact 
network  is  notoriously  inefficient 
the  deal  has  put  Whirlpool's 
through  the  cold-rinse  cycle:  Ear 
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■  off  by  about  half  last  year,  to  $102 
hi,  on  $6.4  billion  in  sales.  Despite 

■  improvement  in  the  first  half  of 
year,  Whirlpool  isn't  expected  to 
:  close  to  earning  the  $180  million  it 
nely  posted  during  the  mid-1980s, 
ue,  Maytag's  recovery  will  probably 
I  some  day.  And  Whirlpool  will  like- 
rt  out  the  troubles  at  Philips  in  the 
And  both  will  then  be  left  with 
ler  manufacturing  operations  and 
:ets  than  they  started  with.  The 
!em  is  that  their  consolidations,  far 

bringing  them  the  critical  mass  to 
1  new-plant  construction,  new-prod- 
development,  and  new  marketing 
es,  have  instead  sapped  their  fi- 
is  and  diverted  their  attention, 
e  desire  to  gain  global  marketing 
>  is  also  a  prime  force  behind  the 
Nidation  wave  now  hitting  the  phar- 
utical  and  biotechnology  industries. 
3  businesses  are  still  fairly  frag- 
ed:  Even  No.  1  Merck  &  Co.  now 
ols  only  about  S%  of  the  worldwide 
naceutical  market.  But  a  number  of 
s  are  bringing  many  drug  and  bio- 
companies  together.  Governments 
najor  drug  buyers  are  resisting  the 
price  increases  of  the  1980s.  At  the 
time,  the  average  cost  of  develop- 
new  drug  has  doubled  during  the 
lecade,  to  $231  million, 
ug  companies  need  partners  to 

■  those  costs  and  access  to  global 
ets  to  recoup  them.  So  Merck  has 
ip  joint  ventures  with  Johnson  & 
;on  and  Du  Pont  Co.  to  develop 
che-counter  and  prescription  drugs. 
!  have  also  been  a  number  of  promi- 
mergers:  In  1989,  SmithKline  Beck- 
locked  arms  with  Beecham  Group, 
Bristol-Myers  teamed  up  with 
ib. 

m  the  candle?  Even  so,  it  remains 
seen  whether  this  flurry  of  deal- 
ig  will  really  pay  off  with  the  de- 
ment of  hit  drugs.  Says  Hugh  A. 
drade,  executive  vice-president  of 
•ing-Plough  Corp.:  "The  jury  is  very 
out  about  whether  one  gets  twice 
esults  from  a  billion  dollars  of  re- 
h  spending  as  one  does  from  $500 
n."  True,  large  companies  may  ben- 
rom  being  able  to  spread  the  gains 
R&D  over  a  wider  product  base  or 
•aphic  market.  Nevertheless,  says 
ird  University  economist  Frederic 
herer,  any  advantage  for  big  busi- 
in  R&D  is  "small  but  inconclusive." 
;earch-and-development  costs  have 
•kyrocketed  in  the  personal-comput- 
iustry.  Consider  that  Apple  spent 
550  million  from  1981  to  1984  to 

J  Dp  the  Macintosh,  a  product  that 
ied  the  bulk  of  Apple's  $5.5  billion 

I'M)  sales.  Now,  in  Apple's  landmark 
ce  with  IBM,  the  team  will  spend 
$1  billion  on  new  efforts  in  hard- 
software,  and  networking.  Why 


T.  Rows  Price  International  Stock  Fund,  the  top-performing  international 
fund  since  its  1980  inception,*  has  proven  itself  in  both  up  and 
down  markets.  It  invests  in  established  foreign  companies  to 


enhance  your  return  potential 
and  diversify  your  investments. 
Call  for  a  free  guide.  Our  guide  to 
international  investing  discusses 
factors  you  should  consider  when 
investing  overseas,  including 
currency  fluctuations  and  other 
special  risks. 

$2,500  minimum.  No  sales 
charges. 

Call  24  hours  for  a  free  guide 
The  Basics  Of 
International  Investing 

1-800-541-6648 


r, 


Rowe  Price,  100  E  Pratt  Street 
Baltimore,  MD  21202 
Send  The  Basics  Of  International 
Investing  guide,  and  a  prospectus 
with  more  complete  information, 
mcludmg  management  fees  and 
other  charges  and  expenses.  I  will 
read  the  prospectus  carefully 
before  I  invest  or  send  money 

Name 
Address 


City/State/Zip 


Invest  With  Confidenc 

TRoweRice 


ISF013447 


*  According  to  Lipper  Analytical  Services,  Inc.,  which  monitored  7  international  funds  for  the  period 
5/31/80-6/30/91  Past  performance  cannot  guarantee  future  results. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Invest  in  futures. 


When  you  invest  in  America's 
independent  colleges  and  universities, 
look  what  you  get  in  return 

These  independent  institutions 
produce  over  50%  of  the  nation's 
corporate  leaders  yet  the\  enroll  a  mere 
21%  of  the  total  student  population. 

They  are  also  responsible  for  more 
than  half  the  recent  breakthroughs  in  — 
astronomy,  chemistry,  mathematics 
and  earth  science. 


Call  us  for  information  on  supporting 
independent  higher  education  through 
scholarships,  targeted  giving  programs,  or 
unrestricted  grants. 

No  investment  more  directly  benefits 
your  company's  future.  Or  yields  a 
higher  return. 

Foundation  for  Independent 
3|  Higher  Education,  Five  Landmark 
Square,  Suite  330,  Stamford,  CT 
06901-2502.  Phone  (203)  353-1544. 


Foundation  for  Independent  Higher  Education 

Serving  600 private  colleges  in  the  public  interest 
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are  these  archrivals  hitting  the  dance 
floor  together?  Explains  James  A.  Can- 
navino,  IBM  vice-president  and  general 
manager  of  the  company's  personal-sys- 
tems group:  "We  have  a  vision  of  the 
future,  but  maybe  a  single  company 
couldn't  do  it  anymore." 

To  some  critics,  such  talk  smacks  of 
defeatism.  "I  think  the  alliance  repre- 
sents an  act  of  desperation,"  says  Por- 


ter. Both  Sculley  and  Cannavino  dis- 
agree with  that  notion.  They  had  better 
be  right.  The  archrivalry  of  these  fierce- 
ly proud  companies  once  helped  drive 
innovation  in  the  personal-computer  in- 
dustry. Now  that  their  rivalry  will  be 
muted  by  collaboration,  will  the  industry 
ultimately  gain  more  than  it  loses? 

As  the  price  of  innovation,  competi- 
tion, even  survival  heads  upward,  you 


can  count  on  more  strategic  allkl 
and  mergers  among  U.  S.  compaj 
The  consolidation  craze  has  left  :U 
towering  corporations  rising  overB 
landscape.  The  worry  is  that  they  1 
in  the  end,  prove  to  be  pitiful  gian» 
By  Brian  Bremner  in  New  York,U 
Kathy  Rebello  in  San  Francisco,  ZaM 
Schiller  in  Cleveland,  Joseph  WebM 
Philadelphia,  and  bureau  reports 


THREE  WHO  BUCKED  THE  URGE  TO  MERGE — AHD  PROSPERED 


When  a  parade  of 
mergers  and  consoli- 
dations visited  the  ad- 
vertising, accounting, 
and  tire-manufactur- 
ing fields  during  the 
late  1980s,  those  who 
•  didn't  join  the  march- 
ers were  often  criticized  for  being  dan- 
gerously out  of  step  with  the  times. 
Without  the  advantages  of  size, 
how  could  an  independent  hope  to 
survive  against  larger  foreign 
competitors  at  home,  or,  if  need 
be,  penetrate  faster-growth  mar- 
kets in  Europe  and  Asia? 

Well,  three  independent  play- 
ers— ad  shop  Leo  Burnett,  Cooper 
Tire  &  Rubber,  and  accounting 
firm  Coopers  &  Lybrand — bucked 
the  consolidation  trend.  And  now 
it's  their  rivals,  burdened  by  client 
defections  and  heavy  debt,  that 
are  tripping  up. 
folksy.  During  the 
1980s,  some  venerable 
names  on  Madison  Av- 
enue, from  BBDO 
Worldwide  to  Doyle 
Dane  Bernbach  Group 
and  from  Ted  Bates 
to  Ogilvy  &  Math- 
er Worldwide,  were 
swept  into  such  global 
ad  shops  as  Omnicom 
Group,  Saatchi  & 
Saatchi  PLC,  and  WPP 
Group.  But  privately 
held  Leo  Burnett  Co.  had  long  pros- 
pered by  turning  out  its  unique  brand 
of  folksy  advertising  for  Procter  & 
Gamble  Co.  and  Philip  Morris  Cos., 
among  others.  And  it  insisted  on  going 
solo.  "We've  always  been  regarded  as 
the  antimerger  agency,"  says  Chair- 
man and  Chief  Executive  Hall  "Cap" 
Adams  Jr.,  who  is  planning  to  retire  at 
yearend. 

That  turned  out  to  be  a  wise  course. 
Other  global  ad  shops  have  been  preoc- 
cupied with  paying  off  debt.  But  Bur- 
nett has  quietly  built  up  considerable 


overseas  billings  on  its  own.  It  has  ac- 
quired or  set  up  partnerships  with  a 
patchwork  of  foreign  agencies  and  now 
has  a  presence  in  46  countries.  In  fact, 
last  year,  roughly  42%  of  its  $3.58  bil- 
lion in  billings  came  from  abroad.  Ac- 
companied by  Burnett's  ads,  Philip 
Morris'  Marlboro  became  a  global 
brand,  while  P&G's  Pert  Plus  shampoo 
became  a  top-seller  worldwide. 

MAJOR 
CAMPAIGNS 
BY  LEO 
BURNETT: 
STAYING 
SOLO  PAID 
OFF 


Cooper  Tire  &  Rubber  Co.  has  be- 
come a  testament  to  the  notion  that 
small  can  be  beautiful,  even  in  a  global 
business  such  as  tire  manufacturing. 
While  some  of  the  world's  largest  tire- 
makers  took  a  thrashing  last  year, 
Cooper's  profits  grew  14%,  to  $66.5  mil- 
lion, on  $896  million  in  sales.  Even  as 
the  industry  continues  to  skid  this 
year,  Cooper  has  been  operating  its 
plants  at  full  tilt,  vs.  the  80%  average 
capacity  utilization  for  the  industry. 

What  gives?  For  one  thing,  Cooper 
sells  only  to  independent  tire  dealers, 


rather  than  to  the  Big  Three,  w 
demand  heavy  discounts.  "Cool 
wants  to  sell  to  the  guy  with  50 
miles  on  his  Buick,  who  wants  ano 
50,000,"  explains  one  supplier.  And 
not  a  bad  business  to  be  in:  The  ma: 
for  replacement  tires  can  offer 
tively  fat  margins  next  to  those  fi 
stingy  Detroit.  Unlike  Cooper,  big 
tiremakers  must  rely  on  original  eq 
ment  sales  to  keep  their  pi 
humming.  They're  also  driver 
spend  heavily  on  research  and 
velopment:  Goodyear  Tire  &  F  -: 
ber  Co.  spends  2.9%  of  sales 
R&D,  vs.  Cooper's  1.2%. 
risks  of  meshing.  Cooper's  n 
namesake  in  the  accounting  wc 
Coopers    &  Lybr 
also  resisted 
solidation.  In  1 
Ernst  &  Whin 
merged  with  Art 
Young,  while 
loitte  Haskins  &  £  I 
joined  Touche  R 
However,  Coopers  pofl 
Lybrand's  then-ch 
man,  Peter  R.  Scan 
who  retired  on  Oct.  1, 
ured    there  were 
enough  advantages  to 
set  the  risks  of  mesl 
the  operations — and  eg< 
of  two  large  accounl  8 
firms. 

His  instincts  were  right 
culture  clash  at  newly  mer 
Deloitte  &  Touche  caused  the  fii 
entire  4,800-member  London  practic 
bolt  for  Coopers  &  Lybrar.d  in 
1989 — an  addition  that  made  it 
largest  accounting  firm  serving 
ain.  And  overseas  billings  have  gr 
78%,  to  $4.1  billion,  or  66%  of 
firm's  total,  since  1988.  "I  haven't 
ly  felt  too  beaten  up,"  says  Scar 
If  only  other  companies,  so  entra 
by  the  consolidation  fad,  could 
the  same. 

By  Brian  Bremner  in  New  York, 
Zachary  Schiller  in  Cleveland 
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AMERICA'S 
WORK  FORCE 
BANKRUPT? 


any  business  leaders  believe  the  answer  to  that 
jestion  is  a  frightening  "Yes."  They  perceive  an 
Dsence  of  commitment,  a  lack  of  maturity  and  the 
ability  to  absorb  training  to  be  an  alarming  trend 
much  of  todays  youth. 

jt  perception  isn't  necessarily  reality.  Consider  the 
?ople  who  have  served  in  the  Army. 

te  Army  enlists  quality  people. 

le  Army  believes  America's  youth  belong  in  school, 
ur  recruiters  are  strong  advocates  for  good  study 
1 3bits  and  high  school  completion.  We  believe  it 
yys  off. 

I 

!  ver  98  percent  of  new  recruits  are  high  school 
'  aduates.  Over  two  thirds  score  above  average  on 
e  Armed  Forces  Qualification  Test,  a  standardized 
J  Dtitude  test. 

lese  smart  new  soldiers  then  become  students  in 
|  e  nation's  largest  technical  training  organization, 
ith  18  major  technical  training  complexes,  the 
my  trains  young  adults  in  over  300  specialities, 

i  any  that  involve  high-tech  equipment  and  state- 
!  -the-art  technology.  It  is  a  system  that  graduates 

/er  100,000  men  and  women  each  year. 

|  ansferrable  skills. 

',  ?searchers  at  Ohio  State  University  found  that  50 
ij  ?rcent  of  the  people  recently  separated  from 

ii  e  Army  had  transferred  the  occupational 
i  ills  acquired  in  the  military  to  their  civilian 

mployment.  This  was  slightly  better  than 
1  e  rate  of  skill  transfer  by  graduates  of 

jsiness  schools  and  vocational /technical 
i,  )lleges.  But  beyond  occupational  skills, 

•Idiers  acquire  other  lifelong  qualities. 


As  a  matter  of  fact,  a  survey  of  hundreds  of  employ- 
ers, many  from  Fortune  500  companies,  clearly 
shows  that  they  value  the  attributes  soldiers  develop 
in  the  Army  and  will  hire  young  people  who  are 
reliable,  disciplined  and  have  responsible  attitudes 
toward  work. 

How  the  Army  Career  and  Alumni  Program 
helps  America. 

This  year  about  150,000  men  and  women  will  leave 
the  Army.  As  they  return  to  civilian  life,  they  bring 
with  them  self-discipline,  motivation,  and  technical 
skills  America's  work  force  needs.  To  help  them  get 
a  head  start  on  their  civilian  careers,  the  Army  estab- 
lished the  Army  Career  and  Alumni  Program  (ACAP). 

At  ACAP  Centers  around  the  world,  the  Army  provides 
training  in  job  search  skills  for  soldiers  and  their  fam- 
ilies. Besides  facilitating  their  entry  into  the  civilian 
world,  the  ACAP  program  prepares  soldiers  to  moke 
immediate  contributions  in  their  new  civilian  jobs. 

How  ACAP  can  help  your  business. 

While  ACAP  serves  the  needs  of  the  soldier,  it's  also 
a  resource  for  employers  across  America.  Interested 
employers  may  enter  their  firms  into  the  Army 
Employer  Network  Data  Base  and  find  out  more 
about  ACAP  by  calling  1-800-445-2049. 

It  makes  sense  to  support  Army  recruiting  and  Army 
Alumni.  The  Army  will  continue  to  recruit  and 
train  high-quality  young  men  and  women 
because  they  are  the  key  to  maintaining 
America's  defense.  And  the  Army  will  con- 
tinue to  return  to  the  civilian  sector  capable, 
mature,  highly-motivated  young  people, 
ready  to  Be  All  They  Can  Be  as  part  of 
America's  work  force. 


overnment 


INTELLIGENCE! 


SHOULD  THE  CIA  START  SPYING 
FOR  CORPORATE  AMERICA? 


With  the  cold  war  over,  some  want  it  to  focus  on  trade  secrets 


The  French  do  it  but  deny  it.  The 
Soviets  do  it,  heavy-handedly,  and 
want  to  do  more.  The  Japanese  do 
it,  too — mostly  through  private  compa- 
nies. But  should  the  U.  S.  do  it? 

Increasingly,  economic  intelligence- 
gathering — from  tracking  technology 
trends  to  passing  foreign  business  se- 
crets to  domestic  companies — is  seen  by 
many  nations  as  key  to  their  economic 
survival.  As  the  urgen- 
cy of  snooping  on  the 
Soviet  military  fades, 
many  on  Capitol  Hill,  in 
business,  and  in  spy  cir- 
cles want  the  Central 
Intelligence  Agency  to 
adopt  the  mission  of 
helping  to  keep  Ameri- 
ca competitive. 

The  CIA  has  always 
employed  a  legion  of 
economists  to  analyze 
business  and  financial 
trends,  especially  in 
Eastern  Europe  and  the 
Soviet  Union — with 
mixed  results.  Now, 
with  the  agency  about 
to  get  a  new  director, 
most  likely  President 
Bush's  nominee,  Robert 
M.  Gates,  many  intelli- 
gence and  trade  experts 
see  an  opportunity  to 
make  a  controversial 
change  at  the  CIA.  In- 
stead of  leaving  eco- 
nomics to  the  Treasury 
and  Commerce  Depts., 
they  want  the  CIA  to  get  more  informa- 
tion on  America's  allies  and  trading  part- 
ners. Many  want  it  to  step  up  counterin- 
telligence operations  to  thwart  theft  of 
U.S.  trade  secrets.  Some  even  say  that 
the  CIA  should  ferret  out  foreign  busi- 
ness secrets  for  U.  S.  corporations. 
aimlessness.  Taking  on  these  tasks 
wouldn't  be  that  difficult,  though  it 
would  require  a  reallocation  of  CIA  re- 
sources and  its  $3.2  billion  budget.  It 
would  mean  recasting  the  role  of  the 
vast  network  of  U.S.  spy  satellites  and 
listening  devices.  And  it  would  mean  re- 
deploying agents  to  pore  over  the  wealth 


of  information  that's  already  available 
and  gather  more  commercial  data. 

The  debate  over  economic  intelligence 
is  fueled  partly  by  the  CIA's  need  to 
find  a  mission  in  a  world  no  longer 
chilled  by  the  cold  war.  But  it  also 
reflects  a  changing  view  of  national 
security.  "Going  into  the  next  century, 
our  position  of  world  leadership  will 
depend  more  on  our  economic  strength 


THE  NEW 
INTELLIGENCE  ORDER 


Under  Gates,  the  CIA  may  recruit 
more  economists,  ferret  out  for- 
eign collusive  practices  that  harm 
U.S.  corporations,  and  work  to 
thwart  theft  of  U.S.  technology  and 
trade  secrets  by  foreigners 


SOVIET  UNION 


The  KGB  will  market  its  services 
to  budding  Soviet  enterprises  and 
republican  governments,  recruit 
or  retrain  agents  to  spy  on  compa 
nies,  but  curtail  domestic  spying 


NOMINEE  GATES  HOPES  TO  FERRET  OUT 
FOREIGN  SPIES  IN  U.S.  CORPORATIONS 


The  General  Department  for  Ex- 
ternal Security  dabbles  in  industri- 
al espionage.  Now,  it  may  increase 
corporate  spying,  hire  more  econ- 
omists, beef  up  counterespionage 
against  foreign  spying  on  French 
companies,  and  probe  commercial 
opportunities  in  Eastern  Europe 

DATA;  BW 


spy  shops'  military  focus,  too  (tab 
"Intelligence  will  be  increasingly  used1 
gain  advantages  in  breaking  into 
kets  abroad,  particularly  in  Eastern 
rope,"  predicts  Roger  Faligot,  a  Frerl 
expert  on  intelligence  agencies. 

But  the  notion  of  making  the  CU 
handmaiden  to  Corporate  America  1 
its  critics.  Some  say  much  of  the  < 
nomic  data  and  analysis  the  CIA  aire; 
churns  out  is  mediocre.  Then,  too,  pa 
ing  competitive  information  on  to  U 
corporations  not  only  would  anger  al 
but  would  also  get  the  government 
volved  in  business  in  a  way  that 
U.  S.  has  always  found  distasteful.  M; 
large  U.  S.  corporations  don't  want 
help,  though  smaller  companies  migh 
mole  patrol?  For  his  part,  Gates,  a 
reer  CIA  analyst,  would  beef  up  rep< 
ing  of  foreign  business-government 
lusion  that  harms  U.  S.  companies.  P. 

he  wants  "a  very 
gressive  program" 
the  CIA  and  the  Fed(  : 
Bureau  of  Investigat 
to  thwart  foreign 
services'  attempts 
steal  U.  S.  trade 
crets.  "We  know 
foreign  intelligence 
vices  plant  'moles 
our  high-tech  com 
nies,"   Gates  told 
Senate  Intellige 
Committee  at  his  con 
mation  hearing. 

Boren,  among  oth< 
would  go  further, 
wants  to  explore  wb 
er  commercially  us* 
information  CIA  age  .. 
pick  up  could  be 


than  even  our  military  strength,"  pre- 
dicts David  L.  Boren  (D-Okla.),  chairman 
of  the  Senate  Intelligence  Committee. 

A  CIA  crackdown  on  foreign  espionage 
against  U.  S.  companies,  Boren  and  oth- 
ers say,  could  help  the  U.  S.  maintain  its 
competitive  edge.  Washington  policy- 
makers would  benefit  from  greater 
knowledge  of  foreign  business  practices 
and  government  economic  plans.  And  as 
its  worldwide  military  presence  shrinks, 
the  U.  S.  will  depend  even  more  on  accu- 
rate assessments  of  economic  problems 
as  early  warnings  of  political  flare-ups. 

Other  countries  are  revamping  their 


tized"  and  channe  my  y 


via  the  Commerce  D< 
to  U.  S.  corporations 
A  small  but  vocal 
nority  thinks  the 
should  actually  do 
dustrial  spying.  S 
Admiral  Stansf: 
Turner,  who  headed 
CIA  in  the  Carter  Administration:  " 
steal  secrets  for  our  military  prepai 
ness.  I  don't  see  why  we  shouldn't  to 
stay  economically  competitive."  Fori 
trade  negotiator  Michael  B.  Sir 
agrees:  "Other  countries  have  activel 
telligence  programs  directed  against  it 
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companies  to  give  their  companies  at 
up.  We  ought  to  emulate  them." 

There's  plenty  of  evidence  to  sup]; 
Smith.  Experts  assume  that  the  Sov| 
built  their  civil-aircraft  industry  on  inj 
mation  stolen  from  the  West  by  sjj 
Now,  new  KGB  leaders  hope  to 
business  intelligence  to  Soviet  en! 
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THESE  GUYS  AREN'T  SPOOKS.  THEY'RE  'COMPETITIVE  ANALYSTS' 


Mot  long  ago,  Gary  B.  Roush  got 
a  call  in  his  office  at  Corning 
Inc.  from  someone  professing 
be  an  "MBA  student."  The  caller  po- 
;ly  explained  that  he  was  research- 
j  Corning  for  his  thesis  and  that  a 
)fessor  had  offered  Roush's  name, 
t  Roush  grew  suspicious,  and  later 
did  some  probing.  The  student  was 
leed  getting  an  MBA — at  night.  Dur- 
f  the  day,  he  happened  to  be  a  manu- 
ituring  manager  for  a  competitor, 
ornething  didn't  feel 
ht,"  says  Roush,  a 
xketing  manager.  "He 
aw  too  much." 
3ut  aside  visions  of 
mpster-diving  and  elec 
nic  bugs.  That  goes 
of  course.  But  in 
asingly,  snooping 
ong  rivals  takes 


and  the  same  disk  drives  as  one  of 
Convex'  upcoming  products.  So  the 
Richardson  (Tex.)  company  is  using  the 
tip  to  offer  customers  a  lower  price 
and  better  features. 

Until  a  few  years  ago,  managers 
shunned  formal  intelligence-gathering. 
Now,  companies  from  Corning  to  He- 
lene  Curtis  devote  staffs  to  it  (table). 
The  five-year-old  Society  of  Competi- 
tive Intelligence  Professionals  has 
swelled  from  a  handful 


|W  SOME  COMPANIES  SPY 

CORNING  Employees  'from  the  janitor  up  to 
the  CEO'  send  tidbits  on  rivals  to  a  central 
data  base  where  the  data  are  analyzed  and  fed  to 
employees  worldwide.  Divisions  hire  intelligence 
consultants  to  profile  rivals 


ce  in  less  sensa- 
nal  settings — on 
■  phone,  at  trade 
)ws,  or  before 
iring  computer 
eens.  Briefcase 
)ops  call  their 
rk   not  spying 
j  t  "competitive 
I  elligence"  or 
i  impetitive  anal- 
s."   And   it  is 
I  >rning.  "More 
iple  are  doing 
!  apetitive  intel- 
I  ince  and  doing 
|  better,"  says 
|  ?lligence-consultant  Jan  P.  Herring, 
j  ormer  CIA  officer. 

endly  favor.  As  the  CIA  mulls 
I  ether  to  go  into  the  corporate  spy- 
:  business,  U.  S.  industry  is  plunging 
With  product  cycles  shortening, 
fit  margins  thinning,  and  foreign 
fipanies  gaining  muscle,  U.  S.  com- 
lies  are  finding  the  competition  ever 
gher.  At  the  same  time,  some  ex- 

Its  say,  companies  and  intelligence 
.  >ncies  in  Japan,  France,  and  other 
j  ces  are  collecting  vital  data  on  U.  S. 
l  ipanies — via  acquisitions,  alliances, 
|  I  espionage.  U.  S.  companies  are 
\  ning  to  intelligence-gathering  just 
1  stay  afloat,  let  alone  get  ahead. 
'  'ake  supercomputer  maker  Convex 
ill  nputer  Corp.  Recently,  David  P. 
I  tie,  competitive-analysis  manager, 
(  ained  a  copy  of  a  rival's  sales  pre- 
i  tation  for  a  soon-to-be  announced 
'.  duct.  A  prospective  customer  had 
i  ped  the  copy  to  a  favored  Convex 
B  5S  rep.  It  showed  the  product's  price 


NUTRASWEET  The  'strategic  and  business  information'  group 
recently  started  creating  personality  profiles  of  key  decision- 
makers at  the  company's  competitiors  that  might  anticipate  and 
explain  their  strategic  moves.  It  also  monitors  rivals'  junior 
executives  who  rise  through  the  ranks 


PRIME  COMPUTER  A  manager  of  'competitor  intelligence'  and  sales 
analysis  for  the  Computervision  unit  collects  sales  and 
product-development  data  on  U.S.  and  foreign  competitors. 
The  unit  also  publishes  an  electronic  tipsheet  of  unfavorable 
information  about  competitors  for  use  by  its  salespeople 

HELENE  CURTIS  A  new  'strategy  and  productivity  development' 
department,  run  by  a  trio  that  includes  a  former  Army 
intelligence  officer,  aims  to  get  information  that  will  help  cut 
costs  and  improve  quality  data: 


to  1,800  members.  And  it's  opening  af- 
filiates in  Europe  and  the  Pacific  Rim. 

The  drug  industry,  for  one,  views 
competitive  intelligence  as  critical. 
Merck  CEO  P.  Roy  Vagelos  insists  that 
his  researchers  be  No.  1  or  2  in  cutting- 
edge  advances.  If  not,  they  have  to 
know  what  rivals  are  doing  so  that 
Merck  &  Co.  can  grab  licenses.  Re- 
searchers pore  over  scientific  journals, 
picking  up  what  Vagelos  calls  "clues" 
to  crucial  developments. 

But  the  drug  companies  hardly  stop 
there.  To  elicit  key  information  on  ri- 
vals from  the  Food  &  Drug  Adminis- 
tration, they  make  heavy  use  of  the 
Freedom  of  Information  Act.  They  file 


To  elicit  key  data  on  rivals 

from  the  FDA,  drug 
companies  file  Freedom  of 
Information  requests 


requests — often  anonymously  through 
FOI  Services  Inc. — to  get  such  data  as 
FDA  inspection  reports  on  competitors' 
plants.  The  drug  houses  also  use  pre- 
scription-tracking services.  From  their 
surveys  of  doctors  and  pharmacies,  the 
companies  can  deduce  whose  drugs  the 
physicians  are  prescribing — and  then 
cater  to  heavy  prescribers  of  their  own 
drugs  and  woo  the  others. 
fuzzy  line.  Companies  seeking  more 
controversial  data  often  turn  to  private 
investigators  like  Kroll 
Associates,  famed  for  un- 
covering hidden  Iraqi  as- 
sets. One  U.  S.  drugmak- 
er  recently  asked  Kroll 
to  find  out  whether  a  ri- 
val had  stolen  ■  propri- 
etary processes,  says 
Thomas  Helsby,  manag- 
ing director  of  the  Lon- 
don office.  The  firm 
agreed  to  help  but  only 
after  stipulating  that  it 
wouldn't  probe  the  rival's 
secrets.  Kroll  found  an 
industry  insider  to  tour 
the  factory  as  a  potential 
buyer,  and  he  found  the 
client  wasn't  being 
ripped  off.  Another 
time,  a  Japanese  ex- 
ecutive eyeing  an  ac- 
quisition in  the  U.  S. 
asked  Helsby  to  find 
out  his  rivals'  poten- 
tial bids.  He  refused. 
His  qualms  were 
justified.  Trade-secret  laws  bar  acquir- 
ing data  through  "improper  means" 
such  as  theft.  But  the  line  between 
what  companies  legally  may  do  and 
what  they  ethically  should  avoid  is 
fuzzy.  Questionable  tactics  include  pos- 
ing as  a  reporter  to  get  into  a  rival's 
boardroom  or  hiring  a  plane  to  look 
over  its  plant,  says  intellectual-proper- 
ty lawyer  Michael  A.  Epstein. 

Fears  of  espionage  or  just  plain  em- 
ployee leaks  are  forcing  companies 
that  collect  data  on  others  to  step  up 
their  own  security  or  conduct  counter- 
intelligence. American  Telephone  & 
Telegraph  Co.  just  held  an  information- 
protection  awareness  week  to  remind 
workers  through  signs  and  a  video  that 
information  is  a  bottom-line  issue.  With 
the  rise  of  intelligence  as  a  competitive 
weapon,  it's  a  warning  that  both  brief- 
case snoops  and  their  victims  can  heed. 

By  Michele  Galen  in  New  York,  with 
Joseph  Weber  in  Philadelphia  and 
Stephanie  Anderson  Forest  in  Dallas 
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For  the  long  term, 
think  Growth. 


If  you  had  invested  $10,000  in 
Twentieth  Century's  Growth 
Investors  fund  in  1976,  your 
investment  today  would  be 
worth  $200,281!  For  more 
complete  information  about 
Twentieth  Century's  no-load 
mutual  funds,  including 
charges  and  expenses,  call 
for  a  prospectus. 

A  $10,000  investment 
on  June  30,  1976 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  Please  read  the  prospectus 
carefully  before  investing. 


Twentieth  Century 
Growth  Investors  Fund 


Total  value  on  June  30,  1991  -$200, 281 
Average  Annual  Total  Return 
15  Years  22.1% 
10  Years  13.4% 
5  Years  11.7% 
1  Year  4.0% 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


^/   ■<   PWI  Twi  nlit-th  Century  Se 
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*Pnce  Includes  GST 


1-800-635-1200 
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SUBSCRIBER  SERVICE 


Mail  entire  ad  to 
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P.O.  Box  421 
Hightstown,  N.I  08520 


overnment 


prises  and  governments  of  the  repubj 
For  a  fee,  the  KGB  would  investigate! 
tential  joint-venture  and  trade  partnJ 

The  French  are  also  active  industf 
snoops.  In  the  1950s  and  1960s,  Fran] 
secret  service  sometimes  hired  Fre| 
executives  to  search  the  papers  of 
eign  businessmen  and  diplomats.  IVl 
recently,  experts  contend,  French  sj 
tried  to  plant  "moles"  inside  overs 
offices  of  IBM  and  Texas  Instrumd 
Inc.  And  they  are  suspected  of  posing 
flight  attendants  or  passengers  on] 
France  jets  to  glean  information  usj 
to  French  companies. 

Japan  has  no  official  spy  service,  I 
its  far-flung  trading  companies  col 
tute  a  de  facto  commercial  intelliga 
network.  John  Quinn,  a  former  CIA  [ 
East  specialist  who  now  provides  inl 
gence  for  private  companies,  estimj 
that  on  average  more  than  half  d] 
trading  company's  work  force  is 
gaged  in  information-gathering.  A  r| 
goal  is  to  drum  up  commercial  ventl 
for  the  trading  company.  But  close  \ 
with  bureaucrats  ensure  that  Tokyo  I 
cymakers  are  well-informed.  Most  ofl 


Says  a  former  NSC  staffer  j 
will  break  and  enter  for  ml 

country,  but  I'm  not  going  | 
do  it  for  Kmart  or  Citico 


data  flow  from  open  sources.  But  A 
Signal,  Texas  Instruments,  and  Ge 
Motors  complain  that  Japanese  bu~ 
crats  sometimes  stall  patent  appr 
to  let  local  companies  catch  up — or 
an  advance  peek  at  the  technologie 

In  Germany,  too,  companies  get 
able  business  data  from  the  private 
tor — mainly  the  country's  banks.  It 
terior    Ministry,    though,  com 
industrial  theft  by  foreign  spy  serv 

For  now,  it's  probably  out  of  the 
tion  for  the  CIA  to  establish  a  direct 
line  to  U.  S.  companies,  let  alone  sp 
them.  Since  the  likely  targets  woul 
such  allies  as  Japan  and  German; 
dustrial  intelligence-gathering  woul 
vite  a  foreign-policy  flap  as  well  a 
taliation  in  kind. 

culture  clash.  Deciding  which 
companies  would  get  commercial  se 
is  equally  problematic.  And  the  d 
tion  of  an  "American"  company  is 
ring  as  corporations  expand  overse' 
Government-sponsored  industrial 
onage  clashes  with  U.  S.  spy-servic 
ture  as  well  as  American  values, 
prevailing  view  in  the  intelligence 
munity,  says  former  National  Sec 
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At  last,  everything 

you've  been  waiting  for 
in  an  affordable 

plain  paper  laser  fax. 
Including  a  break. 

Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 

smSy  eS1§ned  t0  ^  y°Ur  bUSineSS  «g 

A  break  from  bottlenecks.  No  more  standing 
in  line  for  the  fax  machine.  With  its  dual  access 

S «nd       e,X.74°  C3n  Prepare  one  d0« 
tor  sending  while  transmitting  another.  Make 

copies  while  it's  sending  or  receiving.  Scan  and 

program  a  document  for  delayed  broadcast  while 

it's  receiving.  And  perform 

any  function  you  choose 

at  the  touch  of  a 

single  button. 

Is  1.5  seconds 
fast  enough? 

That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction 
Even  when  you're  replenishing  paper  or  sun 
Plies,  the  dex  740  continues  tolransmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 

L  servi/e   ^  °f  ^  ^  d« 

ax  service  organizations  in  the  world,  and  you'll 

SowhywaitanylongerPContactFujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road 
Danbury,  CT  06810  or  call  1  800-2^-7046 


Fufrrsu 


The  global  computer  and  communications  company. 


Government-Backed  Quality 

VANGUARD'S  LOWER  COSTS 
MEAN  HIGHER  GNMA  YIELDS. 


If  you  are  seeking  high  current 
income  and  relative  safety  consider 
the  Vanguard  GNMA  Portfolio. 

This  actively  managed  portfolio 
invests  in  U.S.  Treasury-backed 
AAA-rated  Ginnie  Mae  Certificates. 
In  addition  to  the  traditional  low- 
risk  and  high  yield  of  Ginnie  Mae 
investments,  this  Portfolio  offers 
the  extra  benefits  of  Vanguard's 
cost  advantage.  For  example,  the 
Portfolio's  annual  operating  costs, 
as  a  percentage  of  net  assets,  are 
less  than  one-third  the  average  for 
a  fixed  income  fund— 0.34%  vs. 
1.06%.*  And  all  things  being  equal, 
lower  costs  mean  higher  yields. 

The  Federal  guarantee  assures 
timely  payment  of  principal  and 
interest  on  Ginnie  Maes  and  mini- 
mizes credit  risk.  The  share  price 
and  yield,  of  course,  will  fluctuate 
with  interest  rates.  Initial  invest- 
ment in  this  commission-free 
Portfolio:  $3,000;  $500  for  IRAs. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day 
For  a  Free  GNMA  Portfolio 
Information  Kit. 

*Lipper-Director's  Analytical  Service. 

^~ Please  send  me  a  free  GNMA  Portfolio 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money.  Also  send 
me  information  on: 
□  IRA  (71)  rJKeogh/Pension(70) 

Vanguard  GNMA  Portfolio 
P.O.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name  


Address  . 


City. 

(28) 


State- . 


Zip. 


THrVariOTardGROup 

W*OF  INVESTMENT  COMPANIES 


Juvenile  Diabetes 
only  affects 
men,  women 
and  childfcfl.% 


Just  because  it's  called  'juvenile  diabetes'  doesn't  mean  it's  a  child's  disease  It  can 
strike  anyone  At  any  time  And  when  it  does  it  can  bring  along  some  very  adult  com- 
plications. We're  the  JDF  and  we  fund  diabetes  research.  Research  that  will  change  the 
outlook  for  juvenile  diabetes.  And  for  the  men,  women  and  children  it  affects. 

A'^i  JDF  International. The  Diabetes  Research  Foundation 

M_F  432  Park  Avenue  South,  New  York,  NY  10016  Tel:  1-800-JDF-CURE. 


overnment 


Council  staffer  Kenneth  de  Graffen 
now  vice-president  at  JAYCOR,  a  defi 
contractor,  is:  "I  will  break  and  entei 
my  country,  but  I'm  not  going  to  c 
for  Kmart  or  Citicorp." 

But  the  CIA  faces  plenty  of  flak 
if  it  sticks  to  less  contentious  mode 
economic  intelligence.  Its  analysts  gi 
ly  underestimated  the  weakness  of 
Soviet  economy  in  the  1980s.  That 
U.  S.  taxpayers  dearly:  Overblown 
mates  by  the  CIA  and  the  Defense  I 
of  the  size  and  growth  rate  of  the  S< 
economy  led  Washington  to  spend  i 
than  it  needed  on  weapons  systems 
mediocre  analyses.  Overall,  the  ( 
economic-analysis  track  record  gets 
cidedly  mixed  reviews.  Many  intellig 
experts  recall  a  stream  of  other,  if 
egregious,  mistakes  and  undistingui 
analyses.  "I  don't  remember  an  oil 
duction]  estimate  we  ever  got  ri; 
says  Allan  E.  Goodman,  a  former  i: 
gence  officer  now  at  the  George 
School  of  Foreign  Service.  Nor  are 
utives  at  major  U.  S.  corporation 
pressed.  Says  Raymond  J.  Wald 
Boeing  Co.'s  director  for  governme 
fairs:  "I'm  not  really  sure  what  an 
ligence  agency  can  tell  us  that  we 
learn  from  close  coordination  with] 
customers." 

But  others  give  CIA  economists 
marks — and  blame  policymakers  fi 
noring  their  reports.  A  decade  agoj 
NSC  officials,  unnerved  by  the  Tre; 
Dept.'s  complacency  about  the 
World  debt  buildup,  asked  the  CIA 
sess  the  problem.  In  a  report  to 
President  Reagan,  the  agency  desc 
the  debt  overhang  as  bigger  and 
destabilizing  than  the  Treasury  w; 
knowledging.  "The  CIA  was  right 
nothing  ever  happened,"  recalls  f< 
NSC  staffer  Gregory  Treverton,  cu 
ly  a  senior  fellow  at  the  Counc 
Foreign  Relations.  "Treasury  polic 
vailed." 

Former  Commerce  Dept.  official 
V.  Prestowitz  Jr.  recalls  similar 
scient  CIA  reports  in  the  1980s  of 
ing  U.  S.  competitiveness  in  semico 
tors  and  machine  tools.  "The 
problem  is  that  the  economic  intelli 
we  have  is  not  used,"  Prestowitz 

That  may  change.  Economic  i 
gence  isn't  a  silver  bullet  that  will 
cally  improve  U.  S.  competitive 
Careful  attention  to  quality,  ma 
ment,  and  the  market  count,  too. 
the  East-West  military  standoff 
into  memory,  the  temptation  to  p 
tools  of  cold-war  rivalry  to  com 
use  may  be  hard  to  resist. 

By  Amy  Borrus  in  Washington, 
Charles  Hoots  in  Paris,  Rose  Bra, 
Moscow,  Roger  Schreffler  in  Tokyo, 
bureau  reports 
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Adobe  and  PostScript  are  registered  trademarks  of  Adobe  Systems  Incorporated  and  are  registered  in  the  U.S. 

THE  PLUS  IS  DOS/MAG 
COMPATIBILITY. 

Introducing  the  Kodak  Ektaplus  7016  printer. 

Equipped  with  Adobe  PostScript 
language/Appletalk  interface  options, 
it  can  support  both  DOS  and 
Macintosh  computers  simultaneously! 
Configure  it  with  four  ports, 
and  it  can  support  up  to  four 
users,  or  even  four  networks. 
Six  emulations  make  it  an 
ideal  shared  printer  for  any 
work  group. 


THE  PLUS  IS  16PPM  SPEED. 

Twice  as  fast  as  traditional  printers,  the  Kodak  Ektaplus  7016 
printer  can  make  you  at  least  twice  as  productive. 
It  maintains  fast,  high-quality  throughput,  even  when 
printing  Adobe  PostScript  language.  It  helps  you 
get  more  done  in  a  day. 


IE  PLUS  IS  A  COPIER. 

Imagine  the  convenience  of  having  a  built-in 
copier  for  those  frequent  one-  or  two-copy 
jobs!  The  Kodak  Ektaplus  7016  printer 
comes  standard  with  a  6  pages- per- 
minute  convenience  copier  that 
keeps  everybody  on  the  job 
instead  of  on  the  run.  For  the 
name  of  the  dealer  nearest  you, 
call  I  800  344-0006,  Ext.  456. 
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GEARING  UP  FOR 
THE  GREAT  T-MARKET  OVERHAUI 

Red-faced  regulators  must  find  a  recipe  for  reform  that  doesn't  clog  the  system  and  drive  up  rates . 


■  n  hindsight,  it's  easy  to  see  the  pride 
Bthat  went  before  the  fall.  Testifying 
I  in  June  before  the  Senate  Banking 
Committee,  Goldman,  Sachs  &  Co.  part- 
ner Jon  S.  Corzine  lavished  praise  on 
"the  surgical  precision"  of  Washington's 
system  for  monitoring  the  $2  trillion 
Treasury  securities  market.  The  regula- 
tory regime,  Corzine  boasted,  "has 
achieved  an  optimal  balance  between  in- 
vestor protection  and  avoidance  of  mar- 
ket disruption." 

Nobody  is  talking  about  surgical  preci- 
sion any  more.  The  scandal  involving 
Salomon  Inc.'s  admitted  violations  of 
Treasury  Dept.  rules — submitting  unau- 
thorized bids  in  customers'  names  and 
squeezing  investors  in  last  May's  auc- 
tion of  two-year  Treasury  notes — has 
painted  the  Treasury  and  the  Federal 
Reserve  as  the  Keystone  Kops  of  finan- 
cial regulation.  Waving  Salomon's  50- 
page  confession  of  misdeeds  at  a  hear- 
ing last  month,  House  telecommuni- 
cations and  finance  subcommittee 
Chairman  Edward  J.  Markey  (D-Mass.) 
blasted  the  regulators,  asking:  "How 
could  you  have  let  this  occur — these  con- 
sistent, repeated,  willful  violations?" 
forever  and  ever.  Now,  red-faced  reg- 
ulators are  busy  probing  how  it  all  could 
have  happened  and  how  to  prevent  it 
from  happening  again.  The  result  is  like- 
ly to  be  the  biggest  overhaul  in  the  Trea- 
sury market's  history.  Yet  in  devising 
reforms,  regulators  face  an  agonizing  di- 
lemma: They  need  to  be  able  to  detect 
and  prevent  violations  better.  But  they 
also  must  avoid  laying  on  such  a  thick 
blanket  of  rules  that  they  scare  away 
bidders  and  raise  interest  rates  on  the 
$1.6  trillion  in  new  and  rollover  debt  that 
Washington  must  sell  every  year  from 
now  until,  perhaps,  eternity. 

By  yearend,  regulators  hope  to  pro- 
pose to  Congress  a  three-pronged  pack- 
age of  reforms  designed  to  move  the 
Treasury  market  gradually  into  the  21st 
century  and  preempt  even  more  radical 
surgery  by  Congress.  The  centerpiece 
will  be  accelerated  automation  of  Trea- 
sury auctions.  Computer  screens  will  re- 
place the  present  system  of  scrawled 


bids  for  billions  of  dollars  of  securities. 
Treasury  will  also  experiment  with  other 
auction  methods  that  offer  bidders  few- 
er opportunities  for  manipulation.  And 
the  Fed  will  gingerly  explore  ways  to 
break  the  effective  lock  that  "primary 
dealers" — 39  banks  and  securities  firms 
that  are  obliged  to  bid  at  Treasury  auc- 
tions— have  on  big-customer  bidding  at 
the  auctions. 

"The  goal,"  says  a  top  Fed  official,  "is 
to  let  more  people  into  the  market  while 


parent  of  the  Fidelity  mutual  fum 
These  changes  will  take  years:|A 
broad-scale  computer  bidding  sysfji 
won't  even  be  ready  for  testing  up] 
1993.  And  those  who  benefit  from  |e 
current  practices  are  likely  to  offer  sp 
resistance.  A  computerized  auction,  It 
instance,  would  make  it  easier  for  in* 
tutional  buyers  of  Treasuries  to  bypk 
dealers.  Aside  from  Salomon's  abuW 
says  Robin  S.  Koskinen,  senior  vice-p» 
ident  of  First  Chicago  Corp.,  a  primp 


// 


n 


enhancing  surveillance  and  monitoring 
to  catch  the  bad  ones."  Supporters  say 
computerized  trading  would  provide  in- 
stant order-verification  and  permit  easier 
detection  of  bidding  violations.  The  pri- 
mary dealers  would  no  longer  be  able  to 
use  their  knowledge  of  customer  orders 
to  manipulate  bidding.  "We  want  to 
break  up  the  monopoly,"  says  Robert 
Pozen,  general  counsel  of  fmr  Corp., 


dealer,  "I  don't  think  there  is  evidence 
a  system  that  really  needs  to  be  fixec 
If  dealers  aren't  forced  to  stand  by  Trt 
sury  in  bad  markets,  Koskinen  says,  ta 
payers  could  end  up  paying  "a  signi 
cant  additional  cost." 

These  objections  aren't  likely  to  det 
regulators.  Nor  are  they  expected 
prevent  Congress  from  pressing  f 
broader  changes.  The  Senate  has  pass' 
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)ill  that  would  make  breaking  the 
asury's  auction  rules  a  violation  of 

securities  laws  and  would  carry  com- 
nsurate  penalties.  Markey  is  pushing 

a  sweeping  package  of  changes  that 
aid  give  the  always-suspicious  Securi- 

&  Exchange  Commission  broad  pow- 
to  write  and  monitor  tough  enforce- 
nt  rules  for  the  Treasury  market.  The 
;,  which  is  conducting  a  wide-ranging 
be  of  the  market,  is  currently  called 
inly  after  Treasury  detects  an  auction 
lation. 

'or  years,  the  Treasury  and  the  Fed 
re  maintained  that  government  securi- 
,  markets  should  be  exempt  from 
st  forms  of  regulation.  They  argued 
t  notes  and  bonds  issued  with  the  full 
king  of  the  U.  S.  government  didn't 
iose  investors  to  credit  risk  or  the 
igers  of  misleading  underwriting, 
lis  isn't  like  the  stock  market,  where 
one  can  tell  you  what  a  stock  is  really 
rth,"  notes  a  Fed  official. 
Regulators'  faith  has  been  rewarded 
markets  that  can  absorb  mountains 
federal  debt — including  $20  billion  in 
v\y  issued  bills  every  week — with 
ely  a  hiccup.  In  the  secondary  mar- 


that  work  closely  with  Treasury,  resist- 
ed a  number  of  innovations  proposed  by 
economists  and  others.  For  instance,  the 
panel  opposed  experimenting  with  a 
"Dutch  auction,"  a  one-price  auction  that 
conservative  economists  say  would  pro- 
mote lower  interest  rates  and  eliminate 
the  incentive  to  overbid  or  collude.  Now, 
the  Treasury  accepts  bids  at  a  range  of 
prices,  starting  at  the  highest  and  work- 
ing down  until  the  issue  is  sold. 
playing  chicken.  Treasury  and  the  Fed 
don't  want  to  dissolve  the  Borrowing 
Committee,  which  they  depend  on  for 
market  intelligence.  But  they  know  they 
must  show  they're  not  in  bed  with  the 
dealers.  The  first  step  will  be  tough  pun- 
ishment for  Salomon.  The  New  York 
Fed  received  an  extensive  report  from 
Salomon  on  its  violations  on  Sept.  29, 
and  Fed  officials  say  it  will  decide  by  the 
end  of  October  what  sanctions  to  im- 
pose. New  York  Fed  President  E.  Gerald 
Corrigan  is  known  to  be  concerned 
about  the  survival  of  the  biggest  player 
in  the  market,  so  Salomon  isn't  likely  to 
lose  its  primary  dealer  status.  But  other 
Fed  officials  are  miffed  by  Salomon  COO 
Deryck  C.  Maughan's  suggestions  that 


mon's  rogue  traders  were  the  lone  bad 
apples  in  an  otherwise  healthy  market. 
The  SEC  has  issued  more  than  200  sub- 
poenas in  a  search  for  evidence  that 
Treasury  trading  is  rife  with  collusion 
and  false  reporting  to  government  agen- 
cies. The  agency  is  conducting  a  similar 
probe  of  the  market  for  bonds  issued  by 
such  quasi-government  agencies  as  the 
Federal  National  Mortgage  Assn.  and 
Federal  Home  Loan  Mortgage  Corp. 

Even  if  the  SEC  uncovers  a  pattern  of 
widespread  abuse,  Treasury  and  Fed  of- 
ficials still  hope  that  the  promise  of 
broader  bidding,  more  efficient  automat- 
ed auctions,  and  better  coordination  of 
investigations  will  stall  the  drive  for 
more  regulation.  But  Capitol  Hill  may 
not  be  satisfied.  "The  main  difference 
between  the  Treasury  market  and  other 
markets  is  that  they're  regulated,  and 
this  market  isn't,"  says  a  House  aide. 
"That's  going  to  change." 

The  stakes  are  enormous:  Under-regu- 
lation  shakes  confidence  in  the  world's 
largest  financial  market,  while  over-reg- 
ulation would  mean  less  efficient  and 
effective  auctions  and  trading.  In  either 
case,  the  result  could  be  higher  interest 
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HOW  THE  GAME  MAY  BE  CHANGED 


ENFORCEMENT 


PROPOSAL  OUTLOOK 

►  A  bill  in  Congress  would  make  breaking  the  Trea- 
sury's auction  rules  a  violation  of  the  securities  laws 

►  A  House  bill  would  require  dealers  to  set  up  proce-  Excellent 
dures  to  prevent  such  practices  as  collusive  bidding 


AUCTION  REFORM 


►  To  prevent  abuses,  the  New  York  Fed  hopes  Excellent 
to  start  testing  automated  bidding  by  dealers  in  1993 

►  Regulators  want  to  modify  the  primary  dealer  Slow  but  steady 
system  and  open  up  access  to  auctions  by  increasing  withering  of  the 
the  number  of  approved  bidders.  The  Fed  wants  to  primary  dealer 
keep  elements  of  the  current  arrangement  system 

►  Some  economists  want  single-price  "Dutch  Small  experi- 
auctions,"  which  would  help  prevent  squeezes  ments  likely 


SECONDARY  MARKET  REFORM 


►  A  Senate  bill  would  let  regulators  outlaw  such 
abuses  as  unauthorized  trades  and  excessive  markups 


►  Some  lawmakers  want  to  make  Treasury  investors 
report  large  positions  to  the  Securities  &  Exchange 
Commission.  The  Treasury  opposes  the  idea 

DATA:  BW 


A  toss-up 


multimillion-dollar  trades  pass  with- 
i  a  ripple,  usually  with  razor-thin 
•eads  between  bid  and  asked  prices, 
^earful  of  tinkering  with  success, 
iugh,  Treasury  and  the  Fed  have  sti- 
ll innovation  and  created  a  cozy, 
sed  world  for  regulators  and  big  pri- 
ry  dealers.  The  Treasury  Borrowing 
visory  Committee,  a  group  of  primary 
ders  and  big  institutional  investors 


Washington  can't  afford  to  punish  his 
firm.  "He  shouldn't  get  into  a  game  of 
chicken,"  warns  one  official.  These  regu- 
lators are  pressing  either  to  extend  Salo- 
mon's ban  on  taking  customer  bids  in 
Treasury  auctions  or  to  suspend  its  pri- 
mary dealership  temporarily. 

The  SEC's  Treasury  market  investiga- 
tion could  upset  this  strategy.  The  Trea- 
sury and  Fed  have  maintained  that  Salo- 


rates — and  a  bigger  bill  for  taxpayers. 
Surgical  precision  is  hard  to  achieve  in 
the  best  of  times — let  alone  in  the  midst 
of  scandal.  But  regulators  and  Congress 
will  have  to  strive  for  that  standard  as 
they  try  to  bring  productive  reform  to 
government  securities  markets. 

By  Mike  McNamee  in  Washington, 
with  Suzanne  Woolley  and  Gary  Weiss  in 
New  York 
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PLAYING  IT  SAFE 

DIDN'T  PAY  OFF  LAST  QUARTER 


Mutual  funds  geared  to  maximum  growth,  small-caps,  and  sectors  such  as  health  care  led  the  pad 


Just  a  week  before  the  end  of  the 
third  quarter,  the  little-known  Mutu- 
al of  Omaha  Growth  Fund  seemed 
headed  for  glory.  The  fund  looked  as  if 
it  would  be  one  of  the  third  quarter's  top 
10  performers,  having  climbed  a  fat  20% 
during  the  summer,  nearly  four  times  as 
much  as  the  average  growth-stock  fund. 
Like  several  of  the  third  quarter's  best 
mutual  funds,  Mutual  of  Omaha 
Growth's  strong  performance  was  driv- 
en by  a  heavy  dose  of  health  care  stocks. 
One  in  particular,  SciMed  Life  Systems, 
accounted  for  15$  of  every  dollar  invest- 
ed in  the  fund. 


But  on  Sept.  26,  SciMed  shocked  Wall 
Street  by  announcing  that,  because  of 
patent  challenges,  it  might  discontinue  a 
popular  line  of  angioplasty  catheters 
used  to  treat  cardiovascular  disease.  The 
stock  plunged  30  points,  or  34.5%,  to  57, 
and  fell  a  further  6V2  the  next  day.  Over 
the  same  two  days,  the  net  asset  value 
of  the  Mutual  of  Omaha  Growth  Fund 
dropped  7.6%.  Although  blindsided  by 
the  company's  announcement,  portfolio 
manager  Eugenia  Simpson  stood  reso- 
lute and  didn't  dump  a  single  share. 
"The  selling  was  overdone,"  she  says. 
"What  the  company  disclosed  was  a 


RANKING  THE  FUND  GROUPS 


filil 


Type  of  fund 

Total  return* 

Type  of  fund 

Total  return* 

HEALTH  CARE 

17.67% 

GROWTH  AND  INCOME 

6.01  % 

FINANCIAL 

12.55 

BALANCED 

5.98 

SMALL  COMPANY 

10.75 

SPECIALTY-MISC. 

5.30 

MAXIMUM  GROWTH 

10.28 

ASSET  ALLOCATION 

4.96 

TECHNOLOGY 

9.74 

OPTION 

3.81 

UTILITIES 

8.31 

NATURAL  RESOURCES 

3.49 

GROWTH 

7.30 

PRECIOUS  METALS 

-7.80 

INCOME 

7.23 

U.S.  DIVERSIFIED  FUNDS 

7.54 

INTERNATIONAL 

6.48 

ALL  EQUITY  FUNDS 

6.88 

EQUITY-INCOME 

6.31 

S&P  500  INDEX 

5.31 

4 


*  Appreciation,  plus  reinvestment  of  capital  gains  and  dividend  distributions 

XXS.  sOQOC^  SXXXS.  >MOsV>>S&l  >366^ 
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HOW  THE  BIGGEST  FUNDS  PERFORMED 


Fund 

Assets* 

Total 

Fund 

Assets* 

Total 

Billions 

returnt 

Billions 

returnt 

FIDELITY  MAGELLAN 

$15.3 

9.06% 

FIDELITY  EQUITY-INCOME 

$4.1 

7.15% 

WINDSOR 

7.7 

5.59 

PIONEER  II 

4.0 

4.83 

INVESTMENT  COMPANY  OF  AMERICA 

7.6 

6.19 

TEMPLET0N  WORLD 

4.0 

6.44 

WASHINGTON  MUTUAL  INVESTORS 

6.8 

4.91 

AMERICAN  MUTUAL 

3.9 

4.18 

FIDELITY  PURITAN 

4.8 

5.05 

TWENTIETH  CENTURY  SELECT  INVESTORS  3.8 

8.01 

*As  of  June  30 

DATA:  MORNINGSTAR  INC 


flncludes  reinvested  dividends  and  capital  gains 


worst-case  scenario.  Long  term,  I'rmi 
at  all  concerned  about  SciMed." 

Even  with  SciMed's  plunge,  SirJk 
has  no  reason  to  apologize  to  the  fm 
shareholders.  She  missed  the  tojjjli 
ending  the  quarter  as  No.  150.  Butt 
more  than  earned  her  keep.  Her  % 
return  compared  favorably  withph 
7.54/^  for  the  average  diversified  m§K 
fund  and  5.31%  for  the  StandaiLi 
Poor's  500-stock  index.  But  the  eii 
ence  is  a  sober  reminder  to  fund  m;pj 
ers  and  investors  that  the  higher  yo 
the  further  you  can  fall. 

This  hoary  maxim  is  relevant  to 
of  the  quarter's  high-ranked  fi 
Their  gains  come  from  stocks  that 
been  on  the  move  for  some  time 
from  some  long-depressed  sector  o 
market  that  recently  sprang  to  lif 
addition  to  health  care,  they  in 
funds  that  specialize  in  technology 
panies,  that  focus  on  small  compj  lip 
and  that  pursue  aggressive  invest  -. 
strategies  to  achieve  so-called  maxi 
growth.  Responding  to  the  dramati 
in  interest  rates,  financial-service  f  |. 
also  thrived  during  the  quarter — as 
have  for  most  of  the  year.  While  ' 
winning  funds  are  not  generally  ex 
ed  to  make  dramatic  moves  in  a  sou 
ly  direction,  they  are  not  invincibl 
ther.  There  will  likely  be  more 
surprises  along  the  way — if  onl^ 
cause  expectations  are  high. 
health  kick.  "We're  up  over  90%  fo 
year,"  observes  Kenneth  J.  Ober 
who  runs  the  $103  million  Oppenhe 
Global  Bio-Tech  Fund.  And  nearly 
of  that  gain  came  in  the  third  qu£ 
"We're  certainly  not  going  to  see  a 
er  90%  in  the  next  nine  months.  The 
reward  ratio  is  higher  now." 

Many  of  the  hot  companies  that 
pelled  the  health  care  and  techno 
sector  funds  also  gave  the  better 
forming  diversified  funds  their  zip 
instance,  four  health  care  stocks  ir 
Hartwell  Emerging  Growth  Fund— 
tinental  Medical  Systems,  Datascop* 
vacare,  and  NovaCare — all  apprec 
between  50%  and  55%  during  the  ( 
ter,  helping  portfolio  manager  Joh 
Hartwell  build  a  fat  27%  return 

In  like  manner,  veteran  Denver  m 
manager  William  M.  B.  Berger  is  s 
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las  m 
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the  big  hit  the  $75  million  Berger  100 
d  made  on  Immune  Response.  Since 
>ought  into  the  biotech  company  on 

23,  the  stock  has  zoomed  more  than 
',.  The  Berger  100  Fund  racked  up  a 
3%  return  for  the  quarter.  The  tiny 
nillion  Berger  101  Fund,  a  growth- 
income  vehicle,  did  nearly  as  well, 
rule  small  funds  investing  in  small 
ks  dominate  the  top-performers  list, 
e  were  some  notable  exceptions.  The 

Capital  Development  Fund,  up 
3%,  looks  for  companies  with  market 
es  of  $400  million  to  $2  billion,  but 
folio  manager  G.  Kenneth  Heebner 
:s  good  opportunities  in  bigger 
ks.  His  largest  holding — and  one  of 
best— is  Philip  Morris.  "My  invest- 
t  is  up  tenfold,"  he  says.  "And  I've 
t  sold  a  share."  Including  the  divi- 
I,  Philip  Morris  was  up  nearly  18% 
tig  the  quarter. 

u  wonders.  For  all  the  successes 
le  aggressive  equity  funds  this  year, 
t  of  the  new  money  is  flowing  into 
i  conservative  funds.  Growth-and-in- 
3  funds,  for  instance,  raised  $22.1 
in  in  the  first  eight  months  of  the 
,  vs.  just  $9.6  billion  for  aggressive 
.s.  Observers  offer  conflicting  expla- 
ins. Some  argue  that  investors,  who 
tually  chase  the  hot  fund  of  the  day, 
seem  to  be  realizing  it's  best  to  take 
ager-term  view.  Others  argue  that 
stors  are  still  chasing  hot  funds — 
this  year's  winners  but  those  that 
ed  up  the  biggest  gains  over  the 
decade:  funds  loaded  with  blue-chip 
)anies.  Since  1983,  large-capitaliza- 
stocks  have  left  emerging  growth 
small-company  stocks  in  the  dust, 
though  small  funds  and  small 
cs  continued  to  grab  the  spotlight, 
?unds  didn't  do  badly  over  the  sum- 
either.  Of  the  10  largest  mutual 
>  s  (as  measured  by  asset  size  on 
30),  six  beat  the  S&P  500  during  the 
ter.  Fidelity  Magellan  Fund,  twice 
size  of  the  next-largest  fund,  outdis- 
sd  the  other  monster  funds,  with  a 
1°  return. 

ill,  continued  strength  in  secondary 
cs — the  Russell  2000-stock  index  de- 
ed an  8.16%-  return  in  the  third  quar- 
-suggests  that  funds  specializing  in 
1  companies  are  the  place  to  be.  In 
it  years,  for  reasons  nobody  has  ex- 
ed,  small-cap  stocks  have  tended  to 
e  in  the  first  half,  then  collapse  in 
.econd.  But  this  year,  the  small  caps 
still  on  a  roll. 

me  analysts  argue  that  in  a  slow- 
vth  economy,  small  companies  with 
defined  market  niches  will  do  better 
larger  companies,  which  are  more 
he  mercy  of  broader  economic 
Is.  "You  want  to  have  stocks  with 
lings  visibility  when  you're  unsure 
t  the  shape  of  an  economic  recov- 
says  Ronald  Worobel,  who  runs 


MUTUAL  FUNDS:  THE  THIRD 
QUARTER'S  BEST  AND  WORST 


LEADERS 


LAGGARDS 


Total  return''  Fund 


Total  return 


OPPENHEIMER  GLOBAL  BIO-TECH 
HARTWELL  EMERGING  GROWTH 
SHEARSON  SMALL  CAPITALIZATION 
MAINSTAY  CAPITAL  APPRECIATION 
FINANCIAL  STRATEGIC  FINANCIAL  SVCS. 

CGM  CAPITAL  DEVELOPMENT 
FINANCIAL  STRATEGIC  TECHNOLOGY 
MONTGOMERY  SMALL  CAP 
FIDELITY  SELECT  BIOTECHNOLOGY 
BERGER  100 

BERGER  101 

NY  LIFE  INSTITUTIONAL  GROWTH  EQUITY 
CIGNA  AGGRESSIVE  GROWTH 
MAIN  STREET  INCOME  &  GROWTH 
OBERWEIS  EMERGING  GROWTH 

FINANCIAL  STRATEGIC  HEALTH  SCIENCES 
METLIFE-STATE  STREET  CAPITAL  APPREC. 
DFA  UNITED  KINGDOM  SMALL  COMPANY 
ABT  INVESTMENT  EMERGING  GROWTH 
JOHN  HANCOCK  SPECIAL  EQUITIES 

BULL  &  BEAR  SPECIAL  EQUITIES 
TWENTIETH  CENTURY  GIFTRUST  INVESTORS 
VISTA  CAPITAL  GROWTH 
CARNEGIE-CAPPIELLO  EMERGING  GROWTH 
TWENTIETH  CENTURY  ULTRA  INVESTORS 

DELAWARE  GROUP  TREND 
FOUNDERS  DISCOVERY 
STRONG  DISCOVERY 
DELAWARE  GROUP  VALUE 
MFS  LIFETIME  EMERGING  GROWTH 

^FIDELITY  EMERGING  GROWTH 
X    OPPENHEIMER  DISCOVERY 

ROBERTSON  STEPHENS  EMERGING  GROWTH 
STRONG  COMMON  STOCK 
FIDELITY  SELECT  TECHNOLOGY 

THOMSON  OPPORTUNITY  B 

MFS  MANAGED  SECTORS 

JANUS  GROWTH  &  INCOME 

AMEV  ADVANTAGE  CAPITAL  APPRECIATION 

PACIFIC  HORIZON  AGGRESSIVE  GROWTH 

DEAN  WITTER  DEVELOPING  GROWTH  SECS. 
|C  FIDELITY  SELECT  HEALTH  CARE 
S>  KAUFMANN 

FINANCIAL  DYNAMICS 
SCUDDER  DEVELOPMENT 

MFS  LIFETIME  MANAGED  SECTORS 
MORGAN  STANLEY  EMERGING  GROWTH 
AIM  CONSTELLATION 
KEYSTONE  CUSTODIAN  S-4 
PARKSTONE  SMALL  CAP.  VALUE 


44.39%  STRATEGIC  INVESTMENTS 

27.00  UNITED  SERVICES  GOLD  SHARES 

26.25  STRATEGIC  SILVER 

26. 1 0  FINANCIAL  STRATEGIC  GOLD 

24.78  BENHAM  GOLD  EQUITIES  INDEX 

24.56  ^FIDELITY  SELECT  AMERICAN  GOLD 

23.5 1  ENTERPRISE  PRECIOUS  METALS 

23.08  THOMSON  PREC.  METALS  8,  NAT.  RES.  B 

22.68  LEXINGTON  GOLDFUND 

22.58  INTERNATIONAL  INVESTORS 


21.94 
21.32 
20.67 
20.35 
20.32 

20.26 
19.91 
19.82 
19.78 
19.74 

19.34 
19.12 
19.04 
19.03 
18.57 

18.50 
18.28 
18.26 
18.17 
18.13 

18.09 
17.73 
17.43 
17.27 
17.12 

17.03 
16.86 
16.86 
16.75 
16.62 

16.60 
16.59 
16.50 
16.43 
16.38 

16.26 
16.06 
16.05 
16.02 
15.98 


SHEARSON  PRECIOUS  METALS 
i  FIDELITY  SELECT  PRECIOUS  METALS/MIN. 
IDS  PRECIOUS  METALS 
UNITED  SERVICES  WORLD  GOLD 
AFUTURE 

MACKENZIE  CANADA 
COLONIAL  ADVANCED  STRATEGIES  GOLD 
ALLIANCE  GLOBAL  CANADIAN 
SCUDDER  GOLD 

DEAN  WITTER  PRECIOUS  METALS  &  MINERAL 

USAA  INVESTMENT  GOLD 

VAN  ECK  GOLD/RESOURCES 

BULL  &  BEAR  GOLD  INVESTORS 

MFS  LIFETIME  GOLD  &  PRECIOUS  METALS 

FRANKLIN  GOLD 

MAINSTAY  GOLD  &  PRECIOUS  METALS 
BLANCHARD  PRECIOUS  METALS 
OPPENHEIMER  GOLD  &  SPECIAL  MINERALS 
FIDELITY  CANADA 

KEYSTONE  PRECIOUS  METALS  HOLDINGS 

NEWPORT  TIGER 
UNITED  GOLD  8.  GOVERNMENT 
VANGUARD  SPEC.  GOLD/PREC. METALS 
EXCEL  MIDAS  GOLD  SHARES 
FIDELITY  SELECT  ENERGY  SERVICE 

SHEARSON  MULTIPLE  OPPORTUNITIES 
FIDELITY  SELECT  PAPER  &  FOREST  PROD. 
SHEARSON  PRECIOUS  METALS  &  MINERALS 
RIGHTIME  SOCIAL  AWARENESS 
SHERMAN  DEAN 

T.  ROWE  PRICE  NEW  ASIA 

FIDELITY  SELECT  AIR  TRANSPORTATION 

RIGHTIME  BLUE  CHIP 

HARVEST  GROWTH 

DREYFUS  CAPITAL  VALUE 

STRATEGIC  GOLD/MINERALS 
JOHN  HANCOCK  WORLD  PACIFIC  BASIN  EQ. 
TRANSAMERICA  SPEC  NATURAL  RESOURCE 
IAI  VALUE 

COLONIAL  VIP  INFLATION  HEDGE 


-20.47% 

-15.41 

-15.11 

-12.06 

-11.70 

-10.66 
-9.89 
-8.80 
-8.79 
-8.71 

-8.69 
-8.65 
-8.52 
-8.27 
-8.02 

-7.87 
-7.62 
-7.53 
-7.28 
-6.95 

-6.43 
-6.28 
-6.00 
-5.92 
-4.99 

-4.96 
-4.93 
-4.83 
-4.47 
-4.29 

-3.89 
-3.72 
-3.71 
-3.49 
-3.41 

-3.38 
-3.28 
-2.87 
-2.26 
-2.11 

-1.96 
-1.62 
-1.38 
-1.18 
-1.14 

-1.03 
-0.96 
-0.85 
-0.79 
-0.59 
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Sot 
the  name< 


System. 


Z386SX/20 

1 486SX/20E 

Z486/33E 

Z-486/33ET 

Z-LS 

Microprocessor 

i386'"SX-20/10MHz 

i486™SX-  20  MHz 

i486DX -33  MHz 

i486DX -33  MHz 

i386SX  -  16  MHz 

Co- Processor 

Optional  80387SX 

Weitek  4 167  socket 
i486DX  upgrade 

Weitek  -4 167  socket 

Weitek  4 167  socket 

Optional  80387SX 

Memory 

(St A/Board  Max.) 

2MB/ 16MB 

4MB/32MB 

4MB/64MB 

8MB/64MB 

1MB/KMB 

Expansion  Slots 

4  open  16-bit  ISA 

3  open  32-bit  EISA 

3  open  32-bit  EISA 

8  open  32-bit  EISA 

2  open  16-bit  ISA 

Hard  Disk  Drive 

40MB  or  80MB  IDE 

80MB  or  200MB  IDE 

200MB  or  400MB  IDE 

340MB  half  height 
SCSI;  6  open  hall 
height  bays 

Diskless.  40MB 
IDE  optional 

Ports 

2  serial,  1  parallel 

2  serial,  1  parallel 

2  serial,  1  parallel 

2  serial,  2  parallel 
1  mouse 

2  serial,  1  parallel 

Disk  Drive 
Controller 

Combined  IDE 
connector/ 
floppy  controller 

Combined  IDE 
connector/ 
floppy  controller 

Combined  IDE 
connector/SCSI/ 
floppy  controller 

EISA  bus  master 
SCSI  mass  host 
adapter 

IDE  connector/ 
floppy  controller 

Video 

16-bit  VGA  card 

16-bit  VGA  card 

TIGA/VGA 

16-bit  VGA  card 

16-bit  VGA  on  board 

IAN  Features 

Optional  RAID  S 
disk  array  software 

Dual  level 
ROM-based 
password  protection 

*TheZ-486/33ET  has  been  tested  for  compatibility  with  Novell  NetWare*  and  Microsoft  IAN  Manager™ 

The  Z-486/33ET  has  been  submitted  for  testing  and  compatibility  with  Banyan*  VINES™  and  SCO™  and  ISC™  UNIX* 


/ 


Z-486SX/20E 


Z-486/33E 


Z^86/33ET 
and  Z-LS 


Li 


inance 


the  $68  million  MainStay  Capital  Appre- 
ciation Fund  and  the  $167  million  New 
York  Life  Institutional  Growth  Fund. 
Among  his  holdings  are  Centocor,  a  bio- 
tech  company;  Conseco,  an  insurer; 
House  of  Fabrics,  a  specialty  retailer; 
and  Microsoft,  the  software  giant. 
goldbrick.  Although  59%  more  than 
usual,  of  the  funds  beat  the  market  in 
the  third  quarter,  there  were  still  many 
dogs.  Precious-metal  funds  stayed  in  the 
back  of  the  kennel,  down  1.87< .  Not  even 


recent  disclosures  that  the  Soviet 
Union's  gold  reserves  were  a  fraction  of 
Western  estimates  could  kick  much  life 
into  gold  share  prices.  Precious-metal 
funds  accounted  for  31  of  the  quarter's 
50  worst  funds.  Other  losers  were  like 
gold:  inflation-sensitive  natural-resource 
funds.  International  funds  focusing  on 
Canada  and  the  Far  East  rounded  out 
the  worst-performers  list. 

At  the  moment,  top-performing  fund 
managers  are  selling  some  of  their  win- 


ners to  lock  in  gains  and  seek  outyev 
winners.  "What  money  I  raise  ijpu, 
right  back  to  work,"  notes  Stuart  fcot 
erts,  who  runs  the  Montgomery  'j 
Cap  Fund.  "There  are  lots  of  ul 
researched  and  thus  undervalued  cokp; 
nies  out  there."  To  him  and  other 
agers,  the  streak  of  superior  pi 
mance  by  small  companies — and| 
mutual  funds  that  invest  in  them — i 
from  over. 

By  Jeffrey  M.  Laderman  in  New 


A  SWEET  SUMMER  FOR  BOND  BUGS 


For  investors  in  fixed-income  mutu- 
al funds,  the  third  quarter  was 
sweet.  The  Federal  Reserve  eased 
monetary  policy  to  give  the  struggling 
economy  a  lift.  Short-term  rates 
plunged,  bond  prices  rallied,  and  bond 
funds  saw  some  snappy  returns. 

As  in  most  bond-market  rallies, 
funds  specializing  in  U.  S.  government 
securities  did  well.  Including  interest 
and  appreciation  of  principal,  they  av- 
eraged gains  of  5.35%  for  the  quarter, 
a  spectacular  return  on  a  safe  invest- 
ment. Government  bonds  are  a  pure 
play  on  interest  rates.  They  have  no 


these  funds  before  the  junk  market 
crashed,"  says  Don  Phillips,  publisher 
of  Morningstar  Mutual  Funds.  But 
investment  adviser  Ken  Gregory  of 
Litman/ Gregory  &  Co.  thinks  investors 
can  buy  junk  funds  anew — if  they  stick 
to  "higher  quality"  funds  such  as  Fi- 
nancial Bond  Shares — High  Yield.  "The 
11%  yield  is  worth  it,"  he  says. 

International  bond  funds,  which  dis- 
appointed investors  earlier  this  year  af- 
ter wowing  them  in  1990,  came  back  to 
life  with  a  5.36%  total  return  for  the 
quarter.  The  gains  came  from  bond  ral- 
lies abroad  and  a  weaker  dollar. 


THE  THIRD  QUARTER'S  WINNING  BOND  FUNDS 


BENHAM  TARGET  MATURITIES  2015  14.96% 

EATON  VANCE  MUNICIPAL  BOND         9. 1 6% 

BENHAM  TARGET  MATURITIES  2020    1 3.48 

NEW  YORK  MUNI  8.15 

BENHAM  TARGET  MATURITIES  2010  12.72 
BENHAM  TARGET  MATURITIES  2005    11 .3 1 
SCUDDER  INTERNATIONAL  BOND  11.23 

EATON  VANCE  NEW  YORK  TAX-FREE  6.09 
VALUE  LINE  NEW  YORK  TAX-EXEMPT  5.77 
BULL  &  BEAR  TAX-FREE  INCOME  5.74 

KEYSTONE  CUSTODIAN  B-4               10  73 

PUTNAM  NY  TAX-EXEMPT  INCOME  5.66 

T  R0WE  PRICE  INTERNATIONAL  BOND  10.71 

PREMIER  NEW  YORK  MUNICIPAL  BOND  5.55 

FIDELITY  QUALIFIED  DIVIDEND  10.63 

STRONG  MUNICIPAL  BOND  5.51 

MAINSTAY  CONVERTIBLE  10.45 

SMITH  BARNEY  MUNI  NEW  YORK  5.35 

SUNAMERICA  HIGH-INCOME  10.20 

SCUDDER  NEW  YORK  TAX-FREE  5.27 

DATA:  MORNINGSTAR  INC 


credit  risk,  a  factor  that  can  restrain 
the  appreciation  of  corporate-bond 
funds.  High-quality  corporate-bond 
funds,  for  example,  were  up  5%. 

High-yield,  or  junk-bond,  funds, 
though,  added  6.61% — the  third  quarter 
in  a  row  of  positive  returns,  a  dramatic 
rebound  from  a  year  and  a  half  of 
sharply  negative  results.  "It's  a  good 
exit  point  for  people  who  invested  in 


Tax-exempt  funds,  too,  had  an  excel- 
lent quarter.  They  earned  an  average 
total  return  of  3.85%  despite  wide- 
spread worries  about  the  fiscal  health 
of  hundreds  of  public  borrowers.  The 
top-performers'  list  was  dominated  by 
New  York  muni-bond  funds.  They  re- 
bounded because  of  perceptions  that 
New  York  City's  and  New  York  State's 
fiscal  problems  were  on  the  mend. 


Lance  M.  Brofman,  who  runs 
$180  million  New  York  Mum  F 
said  his  fund  excelled  because  he 
ed  up  on  New  York  City  bonds 
most  managers  were  dumping  the 
part  because  of  the  unwillingnes 
municipal-bond  insurers  to  ins| 
them.  "I  bet  that  New  York  City  w 
become  insurable,"  says  Brofman. 
bet  paid  off.  When  a  muni  ins 
agreed  to  cover  a  limited  numbe 
Big  Apple  bonds,  Brofman  purch 
as  much  insurance  as  he  could  get. 
insurance  cost  $60  per  $1,000  bond, 
the  guarantee  catapulted  the  bo 
prices  up  $95 — giving  the  fund  un 
ized  gains  of  $35  per  bond. 
DROPPING  yields.  But  the  good  n 
for  those  already  in  bond  funds  is 
so  good  for  those  wanting  in.  Inte 
hungry  investors  who  pour  money 
bond  funds  end  up  driving  down 
yields  they  are  trying  to  capture 
August,  investors  bought  $2.7  billio 
government-bond  funds,  vs.  $1.9  bil 
in  July,  according  to  the  Investn 
Company  Institute. 

Selecting  the  right  maturities 
make  a  big  difference  in  total  reti 
During  the  third  quarter,  prices 
long-term  bonds,  which  tend  to  be  v 
tile,  did  better  than  less-volatile  sh 
or  medium-term  bonds.  Funds 
zero-coupon  bonds  are  the  most  vok 
of  all,  which  helps  explain  why 
Benham  Target  Maturities  2015  Fi 
which  invests  solely  in  zeros,  was 
best  performer.  Three  other  zero-< 
pon  bond  funds  were  next  in  line 

For  most  conservative  investi 
who  would  normally  be  comfort 
with  money  funds  or  certificates  of 
posit  were  it  not  for  the  fallen  yie 
funds  with  less-risky  short-to-inter 
diate-term  bonds  are  better  bets.  N 
of  those  shorter-term  funds  will  be 
next  quarter's  best-performing  b( 
fund  list.  But  none  will  be  on  the 
torn  either. 

By  Jeffrey  M.  Laderman  in  New  i 


fetes 
and  p 

Bnsav 
offers 


108  BUSINESS  WEEK/OCTOBER  14,  1991 


ITie  end  of  the  road 
for  overcharges. 


r&T  Corporate  Calling  Card 
isential  to  the  business  on  the  move. 

all  pay  phones  automatically  connect  you  with  AT&T.  At  some, 
ifator  service  companies  you've  never  even  heard  of  can  charge 
ipany  two  to  three  times  the  AT&T  price*  But  when  you  use 
AT&T  Corporate  Calling  Card,  you  can  be  sure  you're  using  M, 
quality  AT&T  network  for  all  your  long  distance  calls.  So 
rcharges  on  long  distance  calling  card  calls  come  to  a 
lplete  stop.  And  you  get  the  quality  AT&T  service  you 
it  and  prices  you  expect. 

If  your  company  has  long  distance  bills  of  just  $50  or  more, 
can  save  money  on  long  distance  calling  card  calls.  Because 
T  offers  savings  on  calling  card  usage  with  the  AT&T PRO® 
HS1  volume  discount  plan. 

Cost  control.  Another  AT&T  advantage. 

.nher  you're  a  company  of  one  or  one  hundred,  you  can  get 
T  Corporate  Calling  Cards  for  your  company  at  no  charge. 
1 800  225-6136,  ext.  305. 


i  on  a  comparison  of  billed  charges  and  surcharges 
;rnate  operator  service  companies. 

AT&T 


vour 


60$ 


AT&T 


iiraffEiy/siiRn 


BY  GENE  G.  MARCIAL 

THIS  DISABILITY 
INSURER  IS 
FIT  AS  A  FIDDLE 


■  t's  no  secret  that  the  insurance  in- 

■  dustry  is  on  the  Street's  short  list 
Hi  if  groups  to  dump,  partly  because 
of  questions  about  the  quality  of  some 
insurers'  loans  and  assets.  But  several 
smart-money  investors  are  convinced 
that  UNUM — the  nation's  leading  pro- 
vider of  long-term  group  disability  in- 
surance— doesn't  deserve  the  beating  it 
has  been  taking.  So  they  have  been 
snapping  up  UNUM  shares,  which 
slumped  to  59  on  Oct.  2  after  trading 
as  high  as  70  in  July. 

"UNUM  is  a  specialty-risk  insurer — 
not  a  life-insurance  company — yet  the 
Street  is  mistakenly  valuing  its  stock 
as  if  it  were  a  life  insurer,"  says  in- 
vestment manager  Ed  Wachenheim 
III,  chairman  of  Greenhaven  Asso- 
ciates. He  thinks  UNUM  is  a  growth 
stock  whose  earnings  will  keep  grow- 
ing at  a  rate  of  over  15%.  While  other 
growth  stocks  trade  at  steep  multiples, 
UNUM  is  selling  at  only  10  times  esti- 
mated 1991  earnings  of  $5.80  a  share. 

Indeed,  given  the  company's  domi- 
nance in  its  market  and  its  "superb 
management  and  strong  capitaliza- 
tion," says  Wachenheim,  UNUM  de- 
serves a  much  higher  price-earnings 
ratio.  Based  on  his  estimated  1992  net 
of  $6.75  a  share,  the  stock  would  be 
worth  81,  given  a  p-e  of  12.  And  Wach- 
enheim sees  even  better  earnings 
ahead:  $8.05  in  1993  and  $9.45  in  1994. 

Long-term  disability  insurance, 
which  accounts  for  some  70%  of  the 
company's  earnings,  "is  the  key,"  says 
Wachenheim.  Demand  for  disability  in- 
surance, which  covers  loss  of  income 
from  prolonged  sickness  or  injury,  has 
been  growing  fast.  One  reason:  It's  rel- 
atively inexpensive.  UNUM  dominates 
the  small-to-midsize  market,  which  still 
has  plenty  of  growth  ahead. 

Disability  is  much  more  profitable 
than  other  types  of  coverage,  so  com- 
pared with  most  other  insurers,  "UNUM 
has  a  more  conservative  investment 
portfolio  and  is  total-return-driven, 
rather  than  yield-oriented,"  says  ana- 
lyst Margaret  Alexandre  of  Salomon 
Brothers.  Thus,  its  investments  are 
less  sensitive  to  falling  interest  rates. 
And  since  UNUM  was  piling  up  profits 
from  disability  insurance  in  the  '80s,  it 
didn't  have  to  seek  high  yields.  So  it 
never  had  to  buy  junk  bonds,  and  it 


HAS  UNUM 
HIT  BOTTOM? 


STOCK  PRICE 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


was  cautious  in  making  mortgage 
loans,  too.  As  of  June  30,  mortgage 
loans  outstanding  were  $1.9  billion,  or 
23CA  of  invested  assets.  Delinquencies 
as  a  percentage  of  loans  outstanding 
equaled  3.5%,  vs.  3%  at  the  end  of 
1990 — low  by  industry  standards. 

Money  manager  Miles  Seifert  of 
Gray  Seifert  says  UNUM  is  the  stock 
for  earnings-momentum  players.  Why? 
"Any  company  that's  dominant  in  a 
health-care-related  market  is  assured 
of  fast  growth." 


IHOP  HAS  PLENTY 
OF  SIZZLE 


On  July  12,  when  IHOP,  the  com- 
pany behind  some  490  Interna- 
tional House  of  Pancakes  res- 
taurants, initially  offered  public  shares 
at  $10  apiece,  they  sold  like,  well,  hot- 
cakes.  The  stock  has  risen  to  15.  And 
veteran  restaurant  analyst  Roger  Lip- 
ton  of  Ladenburg  Thalmann  thinks  it 
could  reach  30  in  eight  months. 

One  reason:  Big  investors  are 
hungry  for  inexpensive  but  profitable 
companies  with  recognized  brand 
names.  And  they're  betting  that 
steady-grower  IHOP  will  expand  even 
faster  after  the  scheduled  opening  of 
several  newly  designed  restaurants 
that  should  be  even  more  profitable 
than  its  current  outlets. 

IHOP  believers  concede  that  the 
shorts  have  been  circling.  The  shorts 
argue  that  IHOP  won't  achieve  its  earn- 
ings targets  because  potential  earnings 
from  400  franchisees,  who  each  pay  a 
royalty  fee  of  roughly  $300,000  per 
unit,  may  have  been  overstated.  They 
note  that  franchisees  pay  20%  of  the 


fee  upfront  and  80%  in  the  forn 
notes  payable  over  five  to  eight  ye 

But  Lipton  says  the  notes 
good"  since  they're  secured  by 
buildings,  and  equipment.  He  adds 
payments  on  the  notes  are  colte 
weekly,  as  are  royalties.  IHOP's  bid 
vestors,  including  Strong/ CornelhU 
Capital  Management  (a  10%  stake)  * 
Ariel  Capital  Management  (over  f) 
insist  that  the  shorts  will  have  to  cm 
their  positions,  which  will  further  bp 
demand  for  the  stock. 

"IHOP  is  building  bigger  restaur* 
that  will  widen  their  appeal  to  hj 
and  dinner  customers,"  says  Car 
Murphy,  who  co-manages  Strong 
portunity  Fund  and  Strong  Comi 
Stock  Fund.  She  figures  IHOP  will  ( 
80$  a  share  this  year  and  $1.10  in  1 
vs.  1990's  53$.  And  Sandy  Mehti 
Ariel  Capital  is  impressed  by  the  1 
margins  in  IHOP's  low-cost  pane 
business.  He  sees  earnings  grov 
23'/'  over  the  next  two  vears. 


BY  ANOTHER  NAME 
A  SWEETER  STOCK? 


On  Nov.  6,  dvi  Financial 
change  its  name  to  dvi  He| 
Care  Services.  Who  care 
vestors  who  have  put  big  bucks  | 
the  tiny,  little-known  Irvine  (d 
company,  that's  who.  They  include 
Pritzker  family  of  Chicago,  with  a 
stake,  and  management,  which  has 
of  the  shares.  These  investors  tl 
the  name  change  will  call  attentioi 
dvi's  new  focus — and  help  double 
stock  price  in  the  next  12  months  f 
its  current  8. 

DVl's  initial  business  was  finan< 
and  leasing  diagnostic  and  therape 
medical  equipment  to  physicians 
hospitals.  But  Congress  enacted  a 
this  year  barring  physicians  or  he 
tals  from  referring  patients  to  any 
ic  or  health  care  centers  in  which  1 
own  a  stake  of  more  than  40%.  S 
then,  cash-rich  dvi  has  been  busy 
ing  60%  stakes  in  these  centers. 

Analysts  say  some  1,000  outpa 
health  centers  are  owned  by  either 
tors  or  hospitals.  By  next  year, 
expects  to  have  acquired  a  60%  s 
in  at  least  20.  Already,  80%  of 
new  business  is  from  health  care. 

"That's  where  the  sizzle  is," 
one  investor,  who  thinks  dvi  will  ( 
75$  to  85$  a  share  in  1992.  (It  ear 
37$  in  the  year  that  ended  June  30. 
DVI  matures  and  more  clinics  are 
ed,  earnings  could  hit  $1.20  in  1993 
$2.50  in  1994,  says  this  investor. 
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What  do 
over  4  million  people 
I  using  100  brands 
of  hardware  and  over 
,500  software  programs 
see  inWindows 
today? 

!     Their  future. 


To  see  the  future  of  We  think  you'll  find  that  Windows  is 

personal  computing,  just  the  best  operating  system  available.Today 

take  a  look  at  the  present.  Tomorrow.  And  into  the  next  century 

Every  day,  over  9,600  For  more  information,  just  give  us  a 

people  move  to  the  Microsoft  call  at  (800)  541-1261,  Department  W24. 

Windows  operating  system.  And  look  into  your  own  future. 
All  major  software 

idors,  including  Lotus,  WordPerfect  and  BUIif*NWWb&£tfvf§ 

land,  support  Windows.  M¥mKrB%f&UKl 

•  fcrosofl  Corporation  M  nehts  reserved  Printed  m  the  US  A  In  the  50  United  States,  call  (800)  5411261.  Dept  W24  In  Canada,  call  (416)  568-3503  Outside  the  United  States  and  Canada,  call  (206)936-8661  Microsoft  and  the  Microsoft 
tgistered  trademarks  and  U'in<i>if\  ls  a  trademark  cfMxrosofl  Corporation. 


SOFTWARE  I 


IT'S  NOT  AS  EASY 
AS  1-2-3  ANYMORE 


Lotus  needs  a  lift.  Will  discounted  software  'suites'  do  the  trick? 


usiness  used  to  be  a  cinch  for  Lo- 
tus Development  Corp.  The  Cam- 
bridge (Mass.)  software  purveyor 
cranked  out  millions  of  shrink-wrapped 
boxes  with  list  prices  of  $495  each, 
shipped  them  off  to  distributors,  and 
walked  away  with  25%  pretax  profit 
margins.  It  owned  the  lucrative  person- 
al-computer spreadsheet  market,  back 
when  that  meant  40$  annual  growth. 

Gigs  that  good  don't  often  last. 
Growth  in  spreadsheet  sales  has  slowed 
to  107c,  and  strong  rivals  have  emerged. 
Those  competitors  have  slashed  prices 
and  cut  Lotus'  market  share  to  60<;', 
from  75%  three  years  ago.  And  they're 
not  done:  Microsoft  Corp.'s  popular  Win- 
dows graphics  environment  has  spawned 
a  new  market  for  programs  controlled 
by  clicking  a  mouse — a  market  in  which 
Lotus'  1-2-3  just  arrived.  To  lure  Win- 
dows customers,  Lotus, 
Microsoft,  and  others  are 
cutting  prices  to  grab  mar- 
ket share. 

The  marketing  wars 
have  already  proved  costly 
for  Lotus.  Although  reve- 
nues for  1991  are  expected 
to  reach  nearly  $800  mil- 
lion— about  double  what 
they  were  four  years 
ago — earnings  are  expect- 
ed to  come  in  near  1987's 
$72  million. 
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Lotus  has  been  searching  all  that  time 
for  a  future  beyond  the  spreadsheet 
business.  Now,  company  executives 
think  they  have  the  answer:  "suites"  of 
software  that  bundle  spreadsheets,  word 
processing,  graphics,  and,  most  impor- 
tant, electronic-mail  and  "groupware" 
programs  for  networks  of  PCs.  These 
packages  represent  "the  best  opportuni- 
ty ever  to  expand  and  reinforce  the  Lo- 
tus franchise,"  says  Peter  Rogers,  an 
analyst  at  brokerage  Robertson  Ste- 
phens &  Co.  They  also  represent  the 
best  defense  against  rival  spreadsheet 
suppliers  Microsoft  and  Borland  Interna- 
tional Inc.,  which  are  trying  to  unlock 
Lotus'  hold  on  big  corporate  accounts. 

The  impending  scrap  could  be  a  turn- 
ing point  for  the  PC-software  industry. 
Rather  than  relying  on  individual  prod- 
ucts, Lotus  and  its  biggest  rivals  are 


LOTUS 

MICROSOFT 

OTHER 

SPREADSHEETS 

1  -2-3 

EKCEL 

B0RLRND  QURTTR0 

$560 

$536 

$118 

WORD 

AMI  PRO 

UJORD 

WORDPERFECT 

PROCESSING 

$25 

$520 

$470 

DRTR  RASES 

NONE 

NONE 

BORLAND 

dBRSE  PRRRDOK 

DOE  1992 

$321 

GRHPHI1 

FREELANCE 

POWERPOINT 

SPA'S 

HRRURRD  GRAPHICS 

$90 

$55 

$150 

GROUPWARE 

NOTES 

NONE 

NONE 

$20 

DOE  1992-3 

DUE  1 992-5 

trying  to  monopolize  large  customet  [ 
becoming  one-stop  supermarkets  f 
plications  programs.  They're  devel 
or  buying  new  products  outside  th 
tablished  bases  (table)  and  modi  o 
programs  to  work  well  together, 
they're  pricing  the  packages  aggre 
ly,  offering  customers  discounts  of 
65%  off  the  price  if  each  prograrr 
bought  separately.  Lotus  has  ev< 
structured  commissions  to  reward 
reps  who  sell  "suites." 
network  strike.  The  stragegy,  wi 
built-in  price  cuts  is  risky,  but  Lotu 
ures  it  can  come  out  ahead  by  build 
better  bundle.  The  key  elements  an 
programs  that  help  organize  the  wc 
people  using  PC  networks.  The  fi: 
Notes,  groupware  for  helping  team] 
laborate  on  projects.  Notes  also  g 
various  kinds  of  information 
around  the  world  such  as  news  ar 
graphics,  and  voice  messages.  Thi  t 
ond  package  is  cc:Mail,  the  top-s  I 
electronic-mail  program,  which  Loti  I 
quired  in  February.  Together,  they'  I 
tended  to  give  Lotus  a  leg  up  ii  I 
burgeoning  market  for  network  K 
ware.  Says  Lotus  Chief  Executive  I 
cer  Jim  P.  Manzi:  "Notes  and  «  b 
have  the  opportunity  to  be  on  every  I 
puter,  which  1-2-3  never  had." 
Manzi's  choice  for  executing  this  } 
software  strategy  is  t» 
L.  Rokoff.  An  engine* 
training  and  a  form« 
formation  chief  at  eccpi 
ic  forecaster  Datail 
sources  Inc.,  Rc« 
earned  her  wings  at  m 
by  imposing  order  o  i 
troops  of  programme!  I 
rescue  the  painfully  l;je 
2-3  Release  3.0.  Her  be 
mandate:  Get  Notes  'ffl 
cc:Mail  on  as  many  or 
puters  as  possible  bioi 
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IN  20  YEARS,  WE VE 


We've  put  it  into  practice.  In  schools,  airports,  roads  and  city  halls  all  across  America. 
We're  AMBAC.  And  since  1971  we've  insured  the  bonds  that  local  governments 

rely  on  to  finance  the  basic  public 
services  people  use  every  day. 
|^  11         Q  [  In  fact-  AMBAC  founded  the 

I  >|  L.   /  y  |\ L_   municipal  bond  insurance  industry. 

TWAKI  TAI  K  AROI  IT  Fo™ciPalbond 

|^™\|  l#\LI\  /"x^JwmS \J  I     issuers,  we  help  reduce  interest 

costs  and  improve  the  marketability 
of  their  bonds.  And  for  municipal  bond 

investors,  we  help  protect  their  investment. 

Issuers,  investors,  the  municipal  bond  industry  and  people  throughout 
America— what  we  do  has  benefited  them  all  for  the  past  20  years.  Which  is  an 
accomplishment  worth  talking  about. 


COMMITMENT. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 


BREITLING 

1884 

Instruments  for  Professionals 


CHRONOMAT 
Close  cooperation  with  pilots  and 
aviation  experts  enables  Breitling 
to  continue  improving  its  chronograph 

designs  all  the  time. 
TheChronomat  features  a  selfwinding 
mechanical  movement,  a  rotating  be/el 
and  a  screw-locked  crown. 
This  instrument  is  water-resistant 
down  to  inn  meters. 


Carlyle  &  Co. 

Servii  e.(  ut  Ami  I'olishedTo  Perfection. 

KEGEN<     SQUARE  9501  ARLINGTON  EXPRESSWAY  JACKSONVILLE.  FL 


SAMTAROSX  \1-\LL  Hii'VUm  ESTHLK  <  1  1  (IFF    \l \K  "i  EX  rHEKJ-L  H5W 
Tel    <y(l4i  244  2510 


Microsoft  and  Borland  introduce  le 
own  groupware  in  the  next  18  monis 

Rokoff  s  biggest  coup  so  far  has  fee 
helping  to  land  a  Notes  distribution* 
with  IBM,  inked  in  June.  Lotus  \] 
make  much  on  Notes  sales  through 
Blue,  but  IBM's  sales  force  should 
move  Notes  into  large  accounts  qui 
"It  was  the  best  way  to  get  the  pre 
distributed  as  widely  as  we  wante 
the  time  we  wanted,"  she  says.  S 
IBM  may  even  get  behind  Lotus'  e 
suite  of  software.  Forrester  Rese 
Inc.  analyst  Stuart  D.  Woodring 
speculated  that  IBM  is  negotiating  to 
a  15%  stake  in  Lotus  or  expand 
marketing  alliance.  Lotus  denies  thi 
equity  deal  is  in  the  works. 

With  or  without  IBM,  Lotus  is  be 
on  software  bundles  to  lock  up  big 
tomers.  The  assumption  is  that  a 
tomer  who  buys  an  entire  range  of  ] 
ucts  from  Lotus  is  more  likely  to  c 
future  products  and  upgrades  from 
as  well  as  high-margin  consulting 
vices,  another  new  Lotus  business 
koff  runs. 

price  points.  For  Lotus,  the  risk  is 
it  will  settle  for  lower  prices  wit 
establishing  brand  loyalty.  Retailers 
distributors  already  worry  that  the 
suite  marketing  strategy  is  just  a 
price  cut.  Even  now,  Microsoft  se 
quarter  of  its  spreadsheets  and  v 
processing  packages  as  part  of  the 
gain-priced  Microsoft  Office,  a  $750 
die  that,  it  says,  delivers  $2,190  wor 
software.  "They  could  be  setting 
points  that  will  be  difficult  to  char 
says  Susan  L.  Salay,  senior  directc 
marketing  at  Ingram  Micro  Inc.,  a 
ware  wholesaler  in  Santa  Ana,  Cali 

And  Lotus  is  poorly  equipped  to 
a  market-share  battle  on  price.  Th 
to  its  cash  cow,  the  MS-DOS  open 
system,  Microsoft  spends  just  46<t 
ery  revenue  dollar  on  overhead; 
spends  64$.  Moreover,  some  of  the 
companies  are  reluctant  to  commit 
single  software  supplier.  "We're  no 
ing  to  adopt  an  application  just  bee 
it's  part  of  a  package,"  says  Hank 
assistant  vice-president  at  Equitable 
Assurance  Society  of  the  U.  S. 

That's  why  some  critics  dismiss  L 
plan  as  just  the  latest  Lotus  craze, 
ery  year,  they  have  a  new  strata 
sneers  Borland  ceo  Philippe  Kahn 
five  years,  and  they've  had  five  st 
gies."  There's  some  truth  to  that, 
lysts  agree.  And  Lotus  still  depenc 
1-2-3  for  107c  of  its  sales  and  profits 
with  growth  slowing  and  margins 
porating  in  spreadsheets,  Lotus  pro! 
won't  have  the  luxury  of  trying 
more  scenarios. 

By  Keith  H.  Hammonds  in  Cambt 
Mass. 
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F  R  A  N  K  L  I  Nl 


You'd  like  to  stay  away  from  blitzing  linebackers. 
And  big  tax  bites. 
Franklin  can  help. 

When  it  comes  to  tax-free  investments, 
Franklin  is  a  leader.  In  fact,  it  manages  over  $27 
billion  in  tax-free  funds  and  offers  31  strategically 
|  designed  portfolios. 

Call  your  investment  advisor  or  Franklin  today. 

1-800-DIAL  JOE,  Ext.  532 

This  advertisement  is  a  paid  endorsement. 


I  would  like  a  copy  of  Franklin's  Guide  to  Tax-Free  Investing,  and  ;i 
prospectus  containing  more  complete  information,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I  invest  or  send  money. 

 I  am  currently  a  Franklin  shareholder, 


Name 


Uldre 


City/State/Zip 


Franklin   Distributors,  Inc. 

777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

BWK9I 

Member  $50  Billion  Franklin  Group  <>/  Funds  532 
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STARTUPS! 


'EITHER  YOU  TAKE  OFF  LIKE 
A  ROCKET,  OR  YOU  DISAPPEAR' 


Hardware  startup  Momenta  thinks  its  pen  PC  will  beat  the  odds 


arely  are  chief  financial  officers 
trought  to  tears.  But  as  Albert 
."Rocky"  Pimentel,  the  CFO  of  Mo- 
menta Corp.,  talks  about  the  company, 
they  stream  down  his  face.  He's  "emo- 
tional, passionate"  about  Momenta — and 
other  startups  in  his  past,  including  disk- 
drive  makers  Conner  Peripherals  and 
Seagate  Technology.  All  have  been  up- 
hill hauls.  "You've  just  got  to  believe  in 
your  heart  and  soul  that  it's  going  to 
happen,"  says  Pimentel. 

That  might  be  a  bit  melodramatic,  but 
it's  understandable:  The  strain  is  intense 
just  weeks  before  the  introduction  of 
this  startup's  first  product.  And  Momen- 
ta is  trying  to  do  what  seems  impossible 
in  the  1990s — launch  a  successful 
personal-computer  company  in 
the  U.  S.  "It's  just  too  expensive 
and  too  hard,"  says  Steven  P. 
Jobs,  the  co-founder  of  Apple 
Computer  Inc.  and  CEO  of  NeXT 
Computer  Inc.,  his  still-unprofit- 
able second  venture. 

Nonetheless,  Momenta  execu- 
tives are  plunging  ahead.  On  Oct. 
7,  they  plan  to  roll  out  a  laptop 
that  can  recognize  hand-printing 
on  its  screen  and  translate  it  into 
computerized  text.  The  computer 
can  also  record  simple  hand  move- 
ments, so  the  pen  can  be  used  to 
edit  memos,  sketch  a  floor  plan, 
or  jot  down  a  date.  At  $4,995,  Mo- 
menta's machine  weighs  5.9 
pounds,  runs  on  Intel  Corp.'s 
386SX  chip,  and  is  housed  in  a 
case  made  from  the  same  rubbery 
stuff  as  a  Swatch  watch. 
'OLD  underwear.'  The  Momenta 
will  be  one  of  the  first  "pen  PCs" 
to  hit  computer  stores.  These  ma- 
chines are  expected  to  be  among 
the  decade's  hottest  sellers.  Re- 
searcher Dataquest  Inc.  estimates 
that  41,000  will  be  sold  in  the 
U.  S.  in  1991  and  that  by  1995,  the 
market  will  grow  to  3  million 
units,  or  $7.4  billion  annually. 
"This  is  something  new,"  says 
Momenta  investor  Fred  Nazem  of 
New  York-based  Nazem  &  Co. 
"Most  computer  companies  are 
caught  in  their  old  underwear." 
Not  for  long.  No  less  than  30 
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computer  makers  plan  to  introduce  pen 
PCs  in  the  next  12  months  or  so,  includ- 
ing heavy  hitters  such  as  IBM,  Apple, 
and  Sony.  There  are  more  pen-PC  star- 
tups coming,  too  (table).  And  both  soft- 
ware startup  Go  Corp.  and  Microsoft 
Corp.  are  developing  basic  software  that 
will  make  it  relatively  simple  for  legions 
of  computer  makers  to  create  pen  PCs. 
"You've  got  a  lot  of  big  guys  out  there, 
and  somebody's  ox  is  going  to  get 
gored,"  says  Woody  Rea,  a  partner  in 
New  Enterprise  Associates,  a  Silicon 
Valley  venture-capital  firm.  Rea  twice 
declined  to  invest  in  Momenta. 

By  shipping  next  month,  Momenta 
thinks  it  can  grab  the  lead  over  the  gi- 


PINNING  THEIR  HOPES  ON  A  PEN 


Startup 

Pen  PC 

Financing 

MOMENTA 

Momenta 

$30  million 

MICROSLATE 

Datellite 

$10  million 

TUSK 

SuperTABLET 

$4.5  million 

ants.  Company  officials  say  they're  Sj 
to  signing  distribution  deals  with  « 
top  chains — ComputerLand,  Corny!* 
and  MicroAge.  They  expect  to  sell  2<T 
units  in  1992. 

So  far,  Tandy  Corp.'s  Grid  Sysj 
Corp.  is  the  only  company  that  is  ac 
ly  selling  a  pen  PC.  Grid  figures  it 
sell  25,000  to  30,000  pen  PCs  this 
counting  new,  more  powerful  ver3 
due  this  month,  including  one  with 
less  communications.  The  only  othel 
nounced  pen  PC,  NCR  Corp.'s  Syl 
3125,  is  scheduled  to  ship  in  Januai  | 
A  few  bugs.  But  being  early  does 
its  risks.  For  example,  the  soft 
technology  for  recognizing  writin 
still  immature.  To  be  recognized  bj  | 
Momenta  PC,  words  must  be  care 
printed — not  written  in  script — and 
are  times  when  it  gets  it  wrong,  v 
Momenta  Marketing  Vice-President 
F.  Rizzo  was  showing  off  the  mac  ] 
recently,  he  printed  his  name  on 
screen.  The  response:  JOHNRlzz* 
Rizzo,  pointing  to  the  PC  keyboard 
comes  with  the  machine:  "That's  whH 
have  this  thing." 
Still,  Momenta  founder  Kamran 
hian  thinks  he'll  have  a  hit.  B 
his  CFO,  Elahian  is  a  startup  I 
eran:  He  co-founded  soffr  I 
maker  CAE  Systems  Inc.,  w 
was  sold  for  $75  million  in 
Then  he  launched  Cirrus  '. 
Inc.,  a  successful  chip  comyB 
"In   the  PC  business,"  El; 
says,  "either  you  take  off 
rocket,  or  you  disappear." 

There  have  been  few  ro<  | 
lately.  The  industry's  last 
hit,  Dell  Computer  Corp., 
launched  in  1984.  Since  then 
costs  of  such  a  venture 
soared.  The  rule  of  thumb  is 
for  every  $1  in  revenue  it  g> 
ates,  a  startup  now  needs  5( 
capital.  NeXT,  for  instance, 
raised  $133   million  since 
started  it  in  1985.  In  the 
years  since  Momenta's  incer 
it  has  raised  $30  million  in  fii 
ing  and  spent  $20  million 
The  company  is  in  the  proce: 
finding  $10  million  to  $12  m 
and  says  it  will  need  $20  m 
more  by  early  next  year. 

No  problem,  says  CFO  Pirra 
"I've  raised  $1  billion  in  ca  ] 
over  the  years.  I'm  one  of 
best  street  fighters  and 
wrestlers  out  there."  Maybt 
But  if  Momenta's  pen  PC  do 
take  off,  unhappy  Momenta  ii 
tors  will  be  the  ones  breaking  ]$[ 
the  Kleenex. 

By  Kathy  Rebello  in  Mow 
View,  Calif. 
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[he  only  pointer  you'll  need 
I  on  Windows  Computing. 


The  Microsoft'  Windows  graphical 
rironment  has  become  incredibly  popular. 

And  not  surprisingly  the  best  way  to 
:  around  the  Windows  environment  and 
)lications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
the  field,  so  to  speak,  you  could  say  it's 
:ome  an  industry  standard.  In  fact,  it's 
in  so  well  received,  it  has  even  won  the 
I  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  youll  see  our  point. 

Mscmsoft 


j&roso/J  Corporation.  All  nghls  reserved  Prmted  n  the  USA  Inside  the  SO  United  States,  call  (800)  541-1261.  Dept  R06.  outside  the  SO  United  States,  call  (206)  936-8661  Customers  in  Canada,  call  (416)  568-3503  Microsoft  and  the 
I  logo  are  registered  trademarks  and  Making  it  all  make  sense,  the  Microsoft  Mouse  design  and  Windows  are  trademarks  of  Microsoft  Corporation  The  Microsoft  Mouse  design  is  protected  by  U.S.  Design  Patent  No  302.426 


The  values  were 
teaching  kids  ate  yean 
behind  the  times 


It's  7:30  a.m.  And  not  one  minute  later. 
A  small  army  of  young  people,  known  as 
the  San  Francisco  Conservation  Corps,  meets 
outside  its  headquarters  at  Fort  Mason  for 
morning  exercise. 

There  are  130  of  them.  Of  all  ethnic  back- 
grounds. From  all  over  San  Francisco. 

Quickly,  they  divide  into  work  crews  and 
head  out  for  every  corner  of  The  City.  To  plant 
trees. To  clear  weeds.  To  build  playgrounds. 
To  renovate  community  centers. 

Butalongwith  making  vitally  needed  civic 
improvements,  these  kids  learn  valuable 
^  lessons.  About  taking  responsibility. 
^2   Giving  and  receiving 
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respect. The  diligence 
needed  to  get  a  job 
done  right.  And  the 
feeling  of  dignity  that 
results.  Lessons  they 
might  not  have  learned 
otherwise. 

It's  all  in  a  day's  work. 
The  Civilian  Conser- 
vation Corps  proved  it 
50  years  ago,  helping  young  people  to  help 
themselves  and  their  communities  beat 
the  Depression. 

Today,  the  SFCC  addresses  similar 
problems  that  weigh  heavily  on  the  minds  of 
San  Francisco  businesspeople.  Unemploy- 
ment. Declining  city  infrastructure.  And, 
developing  a  strong  work  ethic  among 
young  people. 
So  far,  the  SFCC  has  realistically  tackled 
these  problems  with  demonstrated  success. 
But  the  future  depends  on  additional 
funding  from  the  San  Francisco  business 
community. 

Of  equal  importance,  SFCC  "graduates" 
need  real  job  opportunities.  And  frankly 
to  find  employees  with  such  solid  work  ethics 
you'd  have  to  be  up  pretty  early  in  the 
morning.  7:30  a.m.  to  be  exact. 

To  find  out  more  about  the  SFCC.  write  to: 
Executive  Director,  SFCC,  Building  111,  Fort  Mason.  San  Francisco, 
CA  94 123  or  call  4 15/928-  7322 

San  Francisco 
Conservation  Corps 
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A   SPECIAL  ADVERTISING  SECTION 


A 


los  angeles  and 
the  Five-County  area 


LH 


llll 


FOR     THE  NINETIES 


issue  date: 

VEMBER    11,  1991 


closing  date: 

JTE  M  BER    30,    1  99  1 


For 

Mo  re  In f o  r ma  ti  on, 
Ca  /,  l  : 

gary  london 
project  director 

(2  1  3)  480-5207 

BARBARA  J.  DALY 
MARKETING  MANAGER 
(212)  51  2-6664 


BusinessWeek 
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VINTAGE  GOLF  RETURNS 
TO  NAPA  VALLEY 


Palmer 


Trevino 


Player 


Rodriguez 


October  14-20, 1991 

Silverado  Country  Club  &  Resort  •  Napa,  California 


Be  a  part  of  the  tradition  when  the  world's  greatest  golfers  on  the 
Senior  PGA  Tour  play  in  the  third  annual  Ttansamenca  Senior 
Golf  Championship  on  October  14-20,  1991. 
Intensity  turns  to  excitement  as  Lee  Trevino  defends  his  1990  title 
against  such  golfing  greats  as  Arnold  Palmer,  Gary  Plaver,  Miller  Barber, 
Boh  Charles,  Gene  Littler,  Chi  Chi  Rodngue:.  Orville  Moody  and  many 
more,  all  who  will  he  seeking  a  share  of  the  5500,000  winner  s  purse. 

The  Tournament  will  he  held  at  the  prestigious  and  beautiful  Silverado 
Country  Cluh  and  Resort,  which  is  located  in  the  rolling  hills  of  Napa 
Valley.  Silverado  provides  a  picturesque  backdrop  for  the  competition 
and  is  ideally  suited  for  spectator  enjoyment.  Silverado's  6,632  yard, 
par  72  South  Course  is  one  of  Northern  California's  well  respected 
courses  designed  by  golt  course  architect  Robert  Trent  Jones  Jr. 

Don't  miss  this  extraordinary  opportunity  to  see  the  world's 
greatest  goiters  compete  in  a  poised  atmosphere. 

Tournament  Information 


Buy  In  Advance  and  Save 

Order  one  of  the  many  ticket  plans  available  and  save  on  At-The    :, :- 
Gate  Prices.  Also,  order  your  admission  early  and  save  even  more.  Tr 
admission  plans  are  only  available  in  advance.  During  the  tournamer 
all  At-The-Gate  Prices  will  apply.  Tickets  are  subject  to  limited 
availability  so  call  now  and  order  to  insure  your  participation. 

Corporate  Hospitality 

Corporate  Hospitality  has  long  been  a  vehicle  tor  corporate  image 
enhancement.  At  the  Transamenca  Senior  Golt  Championship  ma 
exclusive  package,  are  available  to  meet  any  company's  entertainm 
needs  tor  groups  ot  any  size  up  to  100.  Packages  are  limited  in  num 
so  contact  the  tournament  office  tor  full  details  on  how  your  party 

have  its  own  hospitality  tent  and  become  an  integral  part  of  this 

extraordinary  event. 

Northern  California 


707-252-8687      TRANSAMERICA  800-635-9794 

SENIOR  GOLF  CHAMPIONSHIP 


1  16D-CA 


Benefiting  Napa  Valley  Charities 


BusinessWeek 


Mutual  Fund  Scoreboard  Diskettes 

EW  SUBSCRIBER  OFFER-  -  SAVE 

25% 


ire  the  performance  of  over  1 ,1 00 
and  950  fixed  income  mutual 
dt  the  touch  of  a  key! 

can  use  the  enormous 

your  IBM  or  compatible  PC 

rate  and  compare  virtually 
itual  fund  on  the  market  - 
;  spectrum  of  over  2,000 
/ered  by  Business  Week's 
utual  Fund  Scoreboard. 

Die  menu  commands,  the 
jnd  Scoreboard  Diskettes  enable 
fleet  and  display  the  data  you  want  i 
that  you  can  use  to  make  better  buy/sell 
.  For  example,  you  can  instantaneously 
o-load  equity  funds  whose  objective  is 
e  growth,  which  outperformed  the  S&P 
the  past  5  years  and  have  assets  of  less 
)  million. 

» key  performance  factors  and  data  fields 
ii  fund. 

less  Week  Mutual  Fund  Scoreboard  Diskettes  offer  you  all 
lation  you  need  to 


\  Used  to  stay  up  to  date  by  Financial 
'  v*v  Planners,  Investors,  and  Brokers! 

Order  you  own  subscription  now  to  these 
Fixed  Income  and  Equity  Diskettes! 

Each  individual  diskette  costs 
$69.95,  but  for  a  limited  time, 
you  can  subscribe  to  a  six  month 
trial  subscription,  to  either  version 
at  great  savings.  Even  better,  if 
you  purchase  a  subscription  to 
both  the  Equity  and  Fixed  Income 
Diskettes,  you'll  save  even  more. 

So  order  now  by  calling 

or  send  the  coupon. 

Special  Features: 
Simple  Menu  commands 
No  additional  software  required 
Supports  multiple  search  and  sort  criteria  on  over  25 
information  fields 
Fast  searches  and  lookups.  The  entire  database  and  data 
management  program  reside  in  memory. 

Data  transports  easily  to 


ter  decisions 
a  beta  factor  for 
and  the  exclusive 
Week  Rating  of 
id  performance 
or  risk  and  sales 

His  easily  to 
■2-3  or  other 
e. 

the  Scoreboard 
include  their  own 
data  management 
all  data  is  easily 
into  Lotus  1-2-3  or 
5  so  you  can  take 
i  of  your  favorite 
let,  word  proces- 
graphics  software. 


Business  Week  Mutual  Fund  Scoreboard  Diskettes 


Yes,  please  enter  my  6  month  trial  subscription  as  checked  below: 


iinds  only 

6  mos.  @  $112.50 

6  mos  @  $112.50 

6  mos  @  $149.95 

3'/!"  Diskette      5%"  Diskette 

3Vi"  Diskette  |  1 554"  Diskette 

3'/:"  Diskette        5%"  Diskette 

Please  add  $3.00  handling  &  packing  per  month  (or  $18.00  for  six  months). 
(New  Jersey  Residents,  please  add  7%  Tax) 


Name  

Title  

Address . 
City  


Daytime  Phone 
Company   


State. 


Zip. 


Payment  enclosed  (Check  payable  to  BusinessWeek  Mutual  Fund  Scoreboard  ) 
Q  Bill  my  company  (Letterhead  or  Purchase  Order  required) 
LJ  Charge  my   D  Mastercard   D  Visa  D  Amex   Q  Diners  Club 


Card  No . 


Lotus  1-2-3  and  other 
popular  software 
Requries  an  IBM-PC  or 
compatible  with  256K  of 
memory  and  DOS  2.1  or 
higher 

Integrated  for  ease  of  use 
with  Fund  Master  TC  from 
Time  Trend  Software  and 
Centerpiece  Portfolio 
Management  Software 
from  Performance 
Technologies 
Source  data  supplied  by 
Morningstar,  Inc. 


Expiration  Date. 


Signature 


Please  send  more  information 

Mail  or  fax  this  coupon  to  BusinessWeek  Mutual  Fund  Scoreboard  Diskette.  Dept  HB12 

PO  Box  1597  Suite  C,  22nd  Floor,  25  Castle  Street, 

Yiko  Industrial  Building  High  Wycombe, 


185  Bridge  Plaza  North 
Suite  302 
Fort  Lee,  New  Jersey  07024 
US  A  Tel  800-553-3575, 
Fax  (201)  461-9808 


10  Ka  Yip  Street,  Chiawan, 
HONG  KONG. 
Tel:  852  5  8978447 
Fax:  852  5  598246 


Bucks,  HP13  6RU 
ENGLAND 
Tel:  44-494-25021 
Fax:  44-494-465451 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


MARKETPLACE 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIOSTRET 
SUITE  632 
CHICAGO,  IL6061 
FAX:  (312)  337-563 


Business  Services 


Beat  the  Recession 
with  9.2  Million 
Business  Sales  Leads 

In  the  palm  of  your  hand! 


During  tough  economic  times,  smart  marketers  become  more  aggressive 
in  prospecting  for  new  customers.  And  Business  Lists-On-Disc  is  the 
ultimate  marketing  tool  for  anyone  who  sells  to  businesses.  You"ll  find 
thousands  of  new  leads  in  our  database,  to  help  you  weather  the  recession 
and  come  out  stronger  than  ever. 

Search  by: 

•  Sales  Volume 

•  Number  of  Employees 

•  Company  Name 

Then  download  to  disk  to  use  with  your  software  or  print  mailing  labels, 
profile  reports  and  much  more.  Records  include  full  information,  with 
contact  name.  All  you  need  is  a  PC  and  CD-ROM  drive. 


1  SIC  codes 

1  Geographically  by  City, 
Zip  Code,  County  or  State 


Call,  write  or  fax:  (402)  593-4565  FAX  (402)  331-5481 
American  Business  Information  •  5711  S.  86th  Circle  •  Omaha,  NE  68127 


Professional  Equipment 


"How's  the  weather?" 
Glad  you  asked. 

Now  you  can  answer  virtually  every  question 
you  have  about  the  weather  quickly,  easily 
and  accurately.  Weathei  Wizard  II  has  all  it 
takes  to  watch  the  weather  like  the  pros.  All 
for  only  $195. 


FEATURES  INCLUDE: 

•  Inside  &  Outside  Temps 
•Wind  Speed  &  Direction 
•Wind  Chill 

•  Time  &  Date 

•  Alarms 


•Highs  &  Lows 
•  Instant  Metric 
Conversions 
Rainfall  Option 

Optional  PC 
Interface 


Weather  Wizard 

The  Professional 
Home  Weather  Station 

Onlv  $195.  Add  $50  tor  self-emptying  rain  collector. 
Order  today  1-800-678-3669  '  BW6G10 

M-  F  7am  in  5  ill  p.m.  Pacific  Time  •  FAX  1-510-670-0589 
M/C  jnd  VISA  •  *<ld  $5  lor  shipping  CA  resident  add  sales  lax 
One-year  warranty  •  10-day  money-back  guarantee 

Davis  Instri vh. ms    omm aw., hawa™, ca 9454! 


Health/Fitness 


NordicTrack's  Newest  Innovation 
In  Total-Body  Exercise 

♦ 


0f. 
i 


NordicRow  TBX  gives  you  twice 
the  workout  of  many  exercise 
machines.  Unique  adjustability 
features  enable  you  to  personally 
tailor  your  workout  to  your  own 
strength  and  fitness  needs. 

NofdjcRo^TB^C 

FREE  VIDEO  &  Brochure 

1-800-468-4491  'il,. 


Executive  BackChair 


Engineered  (or 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 

•  Built-in  adjustable 
lumbar  support 

■  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


RarlfWr  FREEColoiGjtiloi 

pacKjaver  isoo-2si  222500^ 

53  Jeffrey  Ave..  Dept.  BWE,  Hollistwi,  MA  01746 


Computers  /Office  Equipment 


irffmflRYmnc 


NDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Kaly  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Office  Supplies/Equipment 


Why  have  over  25343  American  businesses  started  h 
office  supplies  from  Wholesale  Supply  Company  j 


HP  1  jser  II  Cartridge 

as  low  as  $69.99 

Maxell  5.25"  DSDD  Disk,  Bx/10 

4.95 

1 "  Ring  Binder 

.92 

3"  x  5"  Yellow  Post-it™  notes.  Dz 

7.59 

because  we  offer  more  for  a  whole  ht  less! 


Call  now  for  a  free  catalog. 

1-800-962-9162) 


Ad  Code  0085 


Retirement  Living 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites  in 
one  of  North  Carolina's  finest 
masterplanned  communities.  Only 
$10,900  w/owner-assisted  financ- 
ing available.  Free  color  literature. 

1-800-768-7358 


Capital  Available 


WE  HELP  FUND  IT  .  .  . 
YOU  RUN  IT  . .  . 

*  Alternative  venture  funding 

*  $1  OO.OOO  to  $1 5.000,000 

*  Early  stage  ventures 

*  Expansion  capital 

*  Aquisitions 

VENTURE  PARTNERS 
INTERNATIONAL 
1-800-883-4993 
880  Front  St.  #749,  Lahaina,  HI 


Financial  Services 


FEDERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 

Ratings  of  all  NYSE 

stocks  show  200  ex- 

tremely  vulnerable 

stocks  (rated  8  or  9) 

-including  some  very 

famous  names- 

which  I  believe  could 

"take  a  bath  "  I'll  rush  martin  ZWEIG 

you  the  Performance 

Ratings  ($45  value)  as  a  bonus  with 

your  subscription  to  The  Zweig  Fore- 
cast. Time  is  crucial. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa  or  MC 
1-800-535-9649  Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


Business  Softwai 


ATTENTION  MAILA 
SAVE  POSTAGE 

BarMaker    Software    prints  H 

POSTNET  bar  code  using  mosi* 

computers  and  printers 

Only  S99  00  +  S3  00  postage  &  St. 

LEMUR  ASSOCIATES 

P  O   Box  17666 

Rochester,  NY  14617-0666 


Books  Videos 


THE  UNIX  INDUS 

New  book  provides  integrated  covera 
technology  and  market  from  business 

i  and  investment  perspective  Explains 
who  sets  them,  who's  supplying  UNI 
using  ii  and  wh\.  architecture  and  env 

'  future  directions-  $29.95  +  $3  S&H  (0-89 
At  major  bookstores  or  from  QED 
Sciences.  Inc..  P.O.  Box  82-181.  We 
02181.  1-800-343-4848.  Fax  1-617-235 
credit  cards 


Business  Service 


RESEARCH  REPOT 

19,278  academic  topics 
Send  $2  00  for  the  272-pageB,yj..| 
Custom-written  reports  also  i  m 
RESEARCH  ASSISTANCE 

1  1322  Idaho  Ave  ,  #2061 
Los  Angeles,  CA9002: 
Toll  Free  Hotline:  800-351- 
(California:  213-477-82;: 


AT&T  LONG  DIST/I 

27%  Discount  I 
Free  Application' 
No  Monthly  Chare 
800-327-7982  anyti 

Wm  Halle.  Sales  Agen 
GS  Long  Distance 
308  W.  3rd  Ave..  Cheyenne,  \A 


Business  Opportun 


The  only  independent  mc 
publication  listing  all  typi 
businesses  for  sale  by  ov 
NO  BROKERAGE  FE! 
Send  $36  for  3  mos.  To  pay 
card,  for  further  info,  or  to 
business  for  sale;  call  1-800- 
BUSINESS  OPPORTUNITY 
775  Park  Avenue,  Huntington,  r>*M 
Fax:516-427-0287 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


H  M  BUSINESS  J%  WEEK 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Corporate  Gifts 


HANG  YOUR  GOLF 
BALLS  ON  THE  WALL 

A  gift  for  your  favorite 
golfer.  Golfers  all  over  the 
world  collect  and  save  golf 
balls  as  mementos.  Display 
precious  souvenirs  in  an 
exquisitely  crafted  lucite 
showcase.  Holds  30  balls. 


Made  in  USA. 


on 


/V$ 


29.95 


Patent 
'ending 

\\\o\\  4-6  wks  for  delivery.  Gift  mailing  available  anywhere  in  LISA. 
Product  No.  D100I .  Add  S4.00  P  &H.  CA  residents  add  sales  tax. 

KM  major  credit  cards  accepted.  Call  Now!!! 

\MNI SPECIALTIES  \    Qftfi  /VtTI 
AX  (510)  783-8196         l-OUU"4j /-OOOO 

>247  National  Ave.,  P.O.Box  5012.  Hayward,  CA  94540-5012 


Health/Fitness 


U.S.  Dental  Research  says,  "You  have  a  75%  chance  of 


developing  gum  disease. 


IELP  STOP  BLEEDING  AND 
7UM  DISEASE  IN  30  DAYS! 

»r.  Woog  PerioSystem 


j  \e  4-ln-l  Home  Professional 
J  >riodontal  System  replaces: 


;va,  Switzerland  —  Revolutionary  Swiss 
lodology  proven  by  160  university  clinical 
,  worldwide.  His  technology  prevents  and 
ces  bleeding  and  gum  disease  in  less  than 
ays.  Plus  eliminates  most  plaque. 

eady  Over  100,000  PerioSystems  Sold 

'.G.  Woog,  Ph.D..  Toulouse  University.  In- 
Dr  of  the  first  electric  toothbrush  (1956). 
id  by  E.R.  Squibb  &  Sons  as  BR0X0DENT" 
I  1968.  He  has  contributed  to  over  160 
itific  papers. 

rush  Mechanically  More  Powerful  than 
Interplak 

hydraulically-powered  brush  removes 
le  while  it  gently  and  effortlessly  massages 
s,  strengthening  them,  helping  to  cut  back 

disease  and  bleeding. 


"The  Woog  System  helps  reduce  or  prevent 
gum  disease." 

-Dr.  J.H.  Manhold.  Journal  of  Periodontology 
Not  a  Monojet  like  WaterPik 

1 7,000  micro-droplels  of  water  and  ai  r  per 
second  safely  ease  away  loosened  plaque 
and  debris,  act  as  an  hydraulic  toothpick 
and  accelerate  circulation  in  gums. 

4)  MgD#i-WgiL     Faster  and  Easier  than  Hand  Flossing 

4  custom  periodontal  attachments  and 
micro-fractionated  action  reach,  clean 
and  massage  ...  even  around  orthodon- 
tics, brass  or  chrome  bridges,  and  par- 
tial dentures!  Mouthwash  released 
precisely  by  a  dispenser. 


PLUS  ...  30  DAY  RISK  FREE  TRIAL! 

Prove  to  yourself  how  easy  and  effective 
the  Woog  is  to  use.  take  advantage  of 
our  30  day  risk  free  trial  offer 

Dr.  Woog  PerioSystem 

CCN  Inc..  1  Research  Park,  Dept.  B175 
Chester.  CT  06412-1353,  or  call  Toil-Free 

1-800-677-5556 

(In  Canada  1-800-999-4744) 

You  will  receive  your  FREE  Dental  Care 
Information  within  7  days. 


Corporate  Gifts 


Free  Gift  Consultant  &  List  Service 
Quality  &  Satisfaction  Guaranteed 
Free  Gift  With  Your  Order 

CALL  NOW  FOR  YOUR 
FREE  GIFT  CATALOG! 

1-800-437-3817 

Ask  for  Dept.  039/9478. 
——in  inn  1 1  — s- 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BWllO,  119N  11th  St.,  Greenpoint,  NY  11211 


Corporate  Gifts 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch. 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U.S. 
$16.50  along  with  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd.,  Suite  3 
Walnut,  CA91789 
Tel:  (714)  598-7299 
Attn:  Mr.  Yale 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


— '  '  CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


I-UK  AU  KA  1 

mm  mm  niiAi iup 3 ^  mw^m  vurril 

BUSINtbb  WttK 

AND  INFORMATION 

HH  -  J?  '  wwan 

MARKET-PLACE 

PHONE: 

fflfl  il  ni/FTlrf  Jl 

100  EAST  OHIO  STREET 

(312)  337-3090 

#If  l/IJrlf  r  f  Ml  Him 

SUITE  632 

OR  WRITE: 

« IF  ■rlflflEf  ■  LrlvE 

CHICAGO,  IL6061 1 

FAX:  (312)  337-5633 

Ccp^v.;:;  Gifts 


5  LANGUAGE  TRANSLATOR 


In  Your  Pocket 

Talking  Model  »tfT-S/$16S.O©  —  Nor* Talking  Model  *  UMT5/SM  00 

*  English,  French,  German,  Kalian,  Spanish  (other  languages  available) 

*  Words  and  sentences  for  Business,  Travel  Social,  Shopping,  and  Emergencies. 
'  Calculator 

'  5  Currency  Conversions 
'  Gear  Voice  and  dear  Display 

*7*aoct  TViCAottt  One 


MULT  LINGUAL  TRANSLATOR 

Polyglot 

by 

Unicorn 


*****  FREE  CATALOG 
CAROUSEL  HORSES 

Wooden-HandCarved  &  Painted 
by  European  Artisans 
Great  Investment  Potential 
Fantastic  Christmas  Gilts 
TOLL  FREE  1-800-743-4081 
Fax  619-792-8982 
U.S.  Wood  Carvers 
1199SEICamino  Real  #102 
San  Diego,  CA  92130 


$39000  and  up 

For  all  types  of  bicycles. 
Personalization  FREE  with  mention  ol  this  ad. 

Call  Bike  Pro  USA  at  1-800-338-7581 


Remington  Bronzes 

Now  available  to  collectors... 
Full  size,  museum  quality, 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  Remington 
FREE  COLOR  CATALOG 
Mountain  Man   HT:  29'  $695 

MUNYON  &  SONS 

1 1 19  Waverly  His.  Dt„  Thousand  Oaks,  CA  91360 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE.  SHIPPING-SATISFACTION  GUARANTEED 


Menswear  Fashion 


TALL  &  BIG  MEN 


Call  or  send  for  our 
FREE  CATALOG 

•  SHIRTS  TO  24"  NECK  &  40"  SLEEVE 

•  PANTS  TO  72"  WAIST  &  40"  INSEAM 

•  SHOES  FROM  SIZE  12  TO  16EEE 

•  100%  SATISFACTION  GUARANTEED' 

800-678-6123 


DEPT  2412  •  P.O.  BOX  9115 
HINGHAM  MA  02043 


MEN'S  WIPE  SHOES 

EE-EEEEEE,  SIZES  5-13 

Extra  width  tor  men  who  need  it. 
Excellent  variety,  styling  and  quality 
Send  for  FREE  ^ 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

Dept. 55 J  Hingham,  MA  02043 


Corporate  Gifts 


THE  CAMERON 
HIGHLANDERS, 


Our  miniature  white  metal  soldiers  are  individually 
handpainted  in  England.  Approx  2"T.  Please  specify 
your  choice:  Drummers  and  Pipers,  each  $23  00 
(add  3  00  s&h).  Others,  each  $21.00  (add  3  00  s&h) 
1 1  Pieces  Regiment  $23X  00  (add  7  00  s&h) 
Catalog  Request  $3  00 

For  credit  card 
orders  please  call 
1-800-727-5551 
Mail  your  check  or 
money  order  to: 


THE  COTTAGE  SHOP" 
81  Ruckman  Rd. 
Closter,  N)  07624 


Christmas  Items 


**  EASY  TREE™  ** 

7ft.  FRASER  FIR  Christmas  Tree 

Mounted  to  our  TRUSTAND" 
Boxed,  shipped  UPS,  S&H  Included 
2  MINUTE  NO  TOOLS  SET-UP 
Order. ..791B.... $99.95 
Add  810  WEST  of  Mississippi  River 
MC/VISA.  Check. ...Warranty  by, 

TWO  ELVES  FARM,  INC. 

Rt.  1,  Bx  160,  BakersvUle,  NC  28705 
800-42  ELVES: Fax  704-688-4050 


Health/Fitness 


IaHealth-Bidet!® 
Men  &  women  enjoy 
new  private  cleanliness 
with  our  modern  heated 
handheld  portable  unit. 
1000's  sold  in  Europe-now  in  USA. 
Eases  discomforts,  feels  luxurious. 
You  will  be  very  pleased!  $129.95 

800  -876-6421  mc/visa 


IB 


Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
is  ^fitness to  go" 

USA  TODA\ 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S.  PARK  ST 
MADISON,  Wl  53715 

Made  in  Ihe  USA 


Newsletters/Periodicals 


NEW  PERSPECTIVES 

Thought  Provoking  Essays 
on  The  Critical  Issues  of  Our  Times 

No  editor  or  advertisers  to  please, 
simply  truth  tor  its  own  sake! 
Published  Monthly 
Send  check  or  money  order  for  $25 
for  one  a  one  year  subscription  to: 
PRC/New  Perspectives. 
P  O  Box  4452,  Irvine.  Calif.  92716 


Menswear/Fashion 


Corporate 

(150  pc  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


Barnard  Maine  ltd. 

55  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
Dept  BW  (203)  869  30O6 


Business  Services 


The  Encyclopedia  of  Reccfc  «,  ■ 
Retention  contains  over  4,|r|l 
records  HsUngs  with  retention*-  i  i 
riods  and  identifies  vital  recess.^  t 
and  records  that  could  be  mil*  u  | 
filmed.  Records  listings  are  Ip-  li.  | 
ken  down  into  over  20  busirgs  . 
functions.  Contains  a  mastetjl- 
phabeUcal  index.  Price:  $10* 
Write:  The  Records  "Harm 
ment  Group,  Management  Ca- 
sultants,     P.O.  Box  83 
Northfield,  IL  60093. 


DBS 


Education/Instruction! 


COLLEGE  DEGRE. 

BACHELORS  •  MASTERS  •  DOCTORE 


For  Work,  life  and  Acadf 
Experience  •  No  Classri 
Attendance  Requirei 


Call  (800)  423-32 

or  send  detailed  resui 
lor  Free  Evaluation 


Pacific  Western  Universijf 

600  N  Sepulveda  Blvd  .  Dept  170  f 
Los  Angeles,  CA  90049  USA 


Collectibles 


JAPANESE  SWORDS  WANT 


WE  WILL  PAY  JAPANESE  PRICI 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS  i 
DIAMOND  BAR,  CA  91765  j 
CALL  FOR  FREE  EVALUATION! 
(714)  860-5137  •  1  -800-747.32 


IT  PAYS  TO  ADVERTIS 
IN  THE  BUSINESS  WEE 
MARKET-PLACE 


The  Business  Week  Mark 
Place  Section  is  a  special  i 
vertising  feature  appearing 
the  first  issue  of  each  mon 
The  Market-Place  provic 
an  ideal  Showcase'  for  ; 
vertisers  who  have  produ 
or  services  that  appeal 
Business  Week's  more  th 
6.2  million  respons 
readers. 
For  rates  and  information  writ 


BUSINESSWEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite  63: 
Chicago,  IL  60611 
or  call  (31 2)  337-3090 
or  FAX  (312)337-5633 


arketin 
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lEY'RE  ALL  SCREAMING 

>R  HAAGEN-DAZS  

3pe  and  Japan  are  wild  about  the  rich  Bronx-born  ice  cream 


was  a  steamy  late  summer  in  Lon- 
>n.  But  that  only  partly  explains 
hy,  on  some  evenings,  lines  of  ice- 
n-crazed  consumers  stretched 
id  the  corner  of  the  big  Haagen- 
shop  in  Leicester  Square,  London's 
it  hub.  Opened  in  April,  1990,  the 
served  nearly  a  million  people  in  its 
year  and  pulled  in  more  than  $2.5 
n  in  sales.  "It's  easily  the  largest- 
g  ice  cream  shop  in  the  world  un- 
trademark  name,"  says  John  Ricci- 

Haagen-Dazs  Co.'s  senior  vice- 
lent  for  international  sales, 
rid,  watch  your  waistline.  Haagen- 
the  hyper-rich  U.  S.  ice  cream  with 
•satz  Scandinavian  name,  is  the  lat- 
ot  American  export.  Haagen-Dazs 
in  Asia  have  doubled  to  $120  mil- 
ince  1989,  thanks  mainly  to  a  suc- 
ll  joint  venture  in  Japan  with  Sun- 
Ltd.  In  Europe,  sales  have  zoomed 
$2  million  to  $30  million  in  just  two 
,  nearly  all  in  Britain,  France,  and 
any,  and  Riccitiello  expects  them  to 
than  triple  in  the  next  12  months, 
company's  first  European  plant,  a 
lillion  factory  in  Arras,  France,  is 
uled  to  open  late  next  year,  replac- 
e-cream  exports  from  the  U.  S. 
inded  30  years  ago 
!  Bronx,  N.  Y.,  the 
was  bought  in 
by  Pillsbury  Co. 
;ntrating  on  the 
ing  U.  S.  market 
uperpremium  ice 
i,  Pillsbury  was 
)out  exploiting  the 
1's  international 
Itial.  But  after 
n's  Grand  Metro- 
n  PLC  gobbled  up 
ury  in  1989,  Haa- 
;azs  was  grabbed 

the  back  of  the 
;r  and  pushed  overseas.  Grand  Met 
I  ht  in  executives  with  experience  in 
ational  consumer  brands,  including 
iello,  from  PepsiCo  Inc.,  and  Haa- 
!azs  Chief  Executive  Officer  Ove 
sen,  formerly  of  Mars  Inc.  and 
3o.  By  1995,  Haagen-Dazs  execu- 
figure  consumers  will  be  licking  up 
lion  worth  of  their  product  annual- 


ly— double  the  volume  estimated  for  the 
last  fiscal  year.  By  then,  just  over  half 
of  total  sales  are  expected  to  come  from 
international  markets,  vs.  30%  now. 

The  strategy  for  whetting  foreign  ap- 
petites is  simple:  First,  introduce  the 
brand  at  a  few  high-end  retailers;  then, 
build  company-owned  stores  in  high-traf- 
fic areas;  and  finally,  roll  into  conve- 
nience stores  and  supermarkets.  Until 


CHASING  THE  WORLD'S 
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DATA  COMPANY  REPORTS 


recently,  Haagen-Dazs 
has  relied  on  free  tast- 
ings— 5  million  in  Eu- 
rope alone  this  year — 
instead  of  advertising. 
Now,  sexy  and  contro- 
versial ads  are  popping 
up  in  Europe  and  Ja- 
pan. In  Britain,  print 
ads  feature  seminude  couples  feeding 
the  ice  cream  to  each  other.  A  billboard 
campaign  in  Japan  uses  a  photo  of  a 
young  couple  kissing  in  public — a  near- 
taboo.  Nonetheless,  the  poster  is  so  pop- 
ular that  many  have  been  filched. 

Haagen-Dazs  has  quickly  broken 
through  cultural  barriers.  In  Britain,  ice- 
cream consumption  is  just  seven  liters 


per  capita  a  year,  or  one-third  the  U.  S. 
level.  Moreover,  the  British  have  tradi- 
tionally purchased  mostly  low-grade  lo- 
cal brands,  some  versions  not  even  con- 
taining dairy  products.  Now,  they're 
shelling  out  $5  a  pint — double  or  triple 
the  price  of  homegrown  brands.  Europa 
Foods  Ltd.,  a  45-shop  London  conve- 
nience-store chain,  only  began  stocking 
Haagen-Dazs  this  summer,  yet  the 
brand  is  likely  to  account  for  20%  of  all 
ice-cream  sales  this  year. 
free  freezers.  So  jammed  are  the  four 
Haagen-Dazs  stores  in  Paris  that  nearby 
magazine  kiosks  are  staying  open  later 
to  catch  the  spillover.  Concerned  about 
the  often  poor  freezers  in  European 
stores,  Haagen-Dazs  has  even  supplied 
thousands  of  free  freezers  to  retailers 
across  the  Continent.  Haagen-Dazs  will 
also  launch  its  lower-fat  frozen  yogurt 
this  fall  in  Japan  and  will  begin  test- 
marketing  the  product 
in  Europe  next  year. 

Haagen-Dazs'  success 
abroad  is  beginning  to 
attract  competitors. 
Boston-based  Steve's 
Homemade  Ice  Cream 
Inc.,  owned  by  Andal 
Corp.,  jumped  into  Ja- 
pan two  years  after 
Haagen-Dazs.  Two 
months  ago,  it  started 
showing  up  in  London- 
area  stores.  "Haagen- 
Dazs  has  shown  that 
the  U.  K.  public  is  ready 
for  ice  cream  of  this 
quality,"  says  Gary 
Laird,  owner  of  Dairy 
Pride  Ltd.,  the  London 
distributor  of  Steve's. 

Back  home  in  the 
U.  S.,  Haagen-Dazs  re- 
mains popular,  despite 
increased  competition 
and  health  conscious- 
ness. In  a  flat  market 
for  ice  cream  last  year,  Haagen-Dazs 
supermarket  sales  of  $115  million  were 
up  20%,  and  in  a  down  market  through 
the  first  quarter  of  1991,  they  jumped 
31%,  according  to  data  gatherer  Infor- 
mation Resources  Inc.  Its  nearest  com- 
petitor, Ben  &  Jerry's  Homemade  Inc., 
racks  up  about  half  of  Haagen-Dazs' 
sales  in  supermarkets.  But  overseas 
markets  offer  the  most  appetizing  pros- 
pects for  growth.  And  wherever  Haa- 
gen-Dazs goes,  it's  discovering  that 
tastes  in  ice  cream  are  remarkably  simi- 
lar. Whether  it's  the  U.  S.,  Europe,  or 
Asia,  sweet-toothed  ice-cream  eaters 
tend  to  crave  the  longtime  favorites — 
vanilla,  chocolate,  and  strawberry. 

By  Mark  Maremont  in  London 
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WHEN  ADOPTEES  WANT 
TO  DIG  UP  THEIR  ROOTS 


nowing  where  we 
come  from  is  some- 
thing most  of  us  take 
for  granted.  But  for  this 
country's  approximately  3  mil- 
lion adoptees,  tracing  roots  is 
an  emotional  and  painstaking 
business.  Nevertheless,  inter- 
est in  searching  is  definitely 
on  the  rise,  and  the  process  is 
easier  now  than  it  has  ever 
been.  In  the  past  decade, 
some  450  search-and-support 
groups  have  sprung  up. 

Discovering  the  name  of 
the  person  you're  seeking  can 
be  the  most  frustrating  part 
of  a  search.  Only  three 
states — Alaska,  Hawaii,  and 
Kansas — automatically  let 
adoptees  see  their  original 
birth  certificates.  In  the  rest, 
the  birth  certificate,  along 
with  the  adoption  agency's 
study,  the  birth  mother's  sur- 
render of  custody,  and  other 
court  documents,  are  sealed. 
States  began  closing  records 
in  the  1930s  to  spare  adoptive 
parents  the  stigma  of  infertil- 
ity and  adoptees  the  stigma  of 
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illegitimacy.  But  in  today's 
more  tolerant  society,  those 
concerns  pale  in  favor  of  a 
sense  of  self-identity.  Says 
Andrew  Axelrod,  a  New  York 
pianist  who  recently  found  his 
mother:  "Feeling  like  a  float- 
ing piece  of  matter  with  no 
roots  is  indescribable." 

You  can  petition  the  appro- 
priate county  court  to  open 
your  records.  Technically, 
they  are  always  available  "for 
good  cause,"  says  John  Gold- 
berg, legislation  director  of 


the  American  Adoption  Con- 
gress. "The  trouble  is,  defini- 
tion of  good  cause  is  com- 
pletely at  the  judge's 
discretion."  A  local  support 
group  can  offer  tips  as  to 
which  judges  might  be  sympa- 
thetic, says  Mary  Anna  de 
Parcq,  vice-president  of  the 
Adoptees'  Liberty  Movement 
Assn.  (ALMA). 

If  a  judge  doesn't  release 
the  records,  he  or  she  might 
name  a  court-appointed  inter- 
mediary to  do  the  search  for 


RESOURCES  FOR  SEARCHING 


Here  are  some  national  organizations  that  either  help  adoptees 
and  birth  parents  directly  or  refer  them  to  local  chapters 


SUPPORT  GROUPS 


AMERICAN  ADOPTION  CONGRESS    800  274  6736 
ADOPTEES'  LIBERTY  MOVEMENT  ASSN.    21 2  581  1 568 


SEARCH  GROUPS 


INDEPENDENT  SEARCH  CONSULTANTS   71 4  754  7927 
NATIONAL  LOCATOR    800  368 -FIND 


you.  Such  intermediaries 
court  records  to  try  to  t 
people  down.  However 


release  information  only  i  ion 
person  being  sought  ag  ft 
Whatever  the  outcome, 
searcher  pays  a  fee,  gene 
from  $150  to  $300.  Som 
states  have  established 
cial  "search  and  cons 
agencies. 

long  wait.  While  the  s 
are  reluctant  to  change 
laws,  25  of  them  have  e 
lished  name  registries 
can  help  searchers.  You 
the  department  of  sod 
human  services  your  adc 
name,  birth  date,  and 
tion  agency.  If  the  p« 
you're  seeking  does  the 
thing,    you    two  will 
matched.    But  regist 
which  charge  $25-to-$150 
are  limited.  They  don't  at 
ly  search,  and  some — su( 
New  York's — require 
sets  of  parents'  and  the  a 
ees'  signatures  before 
release  names. 
Less  restrictive  is  the  I 


PERSONAL  B 


ids 


te  sea 


life 


rthi 


)nal  Soundex  Reunion 
stry,  a  private,  free  ser- 
in Carson  City,  Nev.,  that 
esses  1,000  queries  a 
;h.  alma  offers  members 
iternational  registry  with 
800,000  entries, 
gistries  can  work,  but 
often  take  years  to  make 
atch.  That's  the  reason 

adoptees  and  birth  par- 
are  searching  on  their 
The  first  step  is  asking 

adoptive  parents  and 

relatives  for  as  much  in- 
ation  about  your  adop- 
as  they  can  remember 
for  any  documents  they 
t  have  kept.  Especially 
al:  the  agency  that  han- 
the  adoption, 
xt,  approach  that  agency 
/our  "nonidentifying  in- 
ation."  This  includes 
birth  parents'  ethnic  ori- 
ige,  appearance,  medical 
tion,  even  profession  and 
ies.  Most  agencies  will 
se  this  information  to 
though  how  detailed  it  is 
ids  on  state  law  and 
own  policies.  Some  agen- 
nay  even  release  a  name 
fer  to  search  for  you.  In 
:ase,  be  prepared  to  pay 
o  $100  for  the  data  and 
lit,  often  a  year,  for  re- 

to  arrive. 

at,  along  with  your  birth 
and  birthplace  (listed  on 
amended  birth  certifi- 
is  enough  to  begin  a 
h.  Many  nonprofit  sup- 


port groups  offer  search  as- 
sistance, charging  only  ex- 
penses or  the  price  of  group 
membership  ($30  to  $50). 
There  are  also  independent 
search  consultants,  who 
charge  around  $500  and  take 
three  or  four  months.  Unlike 
state  intermediaries,  they  let 
you  make  the  initial  contact 
when  your  relative  is  found. 
catharsis.  It  will  probably 
take  longer  if  you  look  on 
your  own.  You  can  learn  a 
great  deal  from  public  docu- 
ments: city  directories,  old 
phone  books,  voters'  registra- 
tion records.  You  can  also 
write  the  appropriate  state 
bureau  for  death  certificates, 
marriage  and  drivers'  li- 
censes, and  divorce  decrees. 
"Very  few  people  don't  leave 
any  sort  of  paper  trail,"  says 
Kathy  Singer  of  Reunite,  a 
search  outfit  in  Reynolds- 
burg,  Ohio. 

Although  searches  may 
take  you  far  and  wide,  start 
by  assuming  the  relative  is 
within  the  state.  It's  surpris- 
ing, searchers  say,  how  often 
people  stay  in  the  same  part 
of  the  country.  Victoria 
Camp,  a  computer-systems 
manager  at  a  Manhattan 
school,  spent  seven  years 
searching  for  her  son.  When 
she  found  him,  she  learned 
that  he  had  grown  up  just  30 
miles  away.  He  had  even 
worked  a  year  in  her  broth- 
er's store.  Troy  Segal 


Stereo 


OLDIE  BUT  GOODIE 
STEREO  EQUIPMENT 


Thinking  about  a  new  ste- 
reo system  but  put  off 
by  the  price  tag?  You 
can  buy  high-quality  used 
gear  for  about  half  what 
you'd  pay  for  it  brand-new. 

That's  what  a  lot  of  audio- 
philes  are  doing  in  these  times 
of  fiscal  austerity.  And 
they're  not  just  saving  mon- 
ey. "Some  of  the  older  stuff  is 
better  made,"  says  Josh  Sam- 
uel at  Recycled  Audio  in  Boul- 
der, Colo.  That's  especially 
true  of  U.  S.-made  vacuum- 
tube  amps  from  the  1960s  and 
1970s,  such  as  Marantz  and 
Citation.  Still,  the  savings  are 
a  big  incentive.  A  Marantz  19 
tuner,  which  sold  for  about 
$1,200  new,  goes  for  $350 
used.  New  Kef  102  speakers 
cost  $900;  you  can  find  a  used 
pair  for  about  $500. 
misaligned  lasers.  Amplifi- 
ers, preamplifiers,  radio  tun- 
ers, and  speakers  are  the  best 
bets.  They  contain  few  mov- 
ing parts  and  so  are  less  like- 
ly to  break.  Ex- 
cept for  some 
exotic  designs, 
speakers,  too, 
haven't  changed 
that  much  over 
the  years:  Many 
older  ones  sound 
just  as  good  as 
the  new  ones. 
Stay  away  from 
turntables  and 
early-generation 
compact-disk 
players.  Their  la- 
sers are  often 
misaligned.  Also 
dodge  old  cas- 
sette-tape play- 
ers, whose  mo- 
tors and  tape 
heads  wear  out. 

If  you  don't 
know  a  Kenwood  tuner  from 
a  Krell  amp,  you  probably 
should  begin  your  search  at  a 
store  that  specializes  in  used 
gear,  such  as  Hi  Fi  Classics 
and  Stereo  Exchange  in  New 
York,  or  The  Stereo  Trading 
Outlet  in  Jenkintown,  Pa. 


They  have  large  inventories 
at  all  price  levels,  and  they 
guarantee  what  they  sell.  Ste- 
reo Exchange  owner  David 
Wasserman  offers  a  seven- 
day,  money-back  guarantee 
and  up  to  a  90-day  warranty 
on  higher-priced  pieces. 

Bring  your  favorite  records 
or  CDs  to  the  sound  rooms, 
just  as  you  would  when 
checking  out  new  equipment. 
Most  stores  let  you  exchange 
components  if  you're  not  sat- 
isfied once  you  get  them 
home.  Some  even  allow  you  to 
trade  up  or  sideways  for  as 
long  as  a  year. 

For  those  familiar  with  ste- 
reo equipment  or  looking  for 
a  specific  item,  there  are 
newsletters  such  as  Audio 
Trading  Times  (six  biweekly 
issues  for  $15;  715  479-3103), 
which  lists  about  1,000  items 
per  issue.  You  can  also  find 
good  equipment  through  clas- 
sified ads  in  newspapers.  One 
way  to  check  prices:  the  Au- 


dio Blue  Book,  published  an- 
nually bv  Orion  Research 
($149;  303"  247-8855)  and  avail- 
able in  some  public  libraries. 
The  book  lists  gear  by  manu- 
facturer and  type  and  pro- 
vides wholesale  and  average 
retail  prices.  Tim  Smart 
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THIS  PICKUP  IS 
BUILT  FOR  THE 
PASSING  LANE 


■  t  flashes  through  the 
I  quarter-mile  as  fast  as  a 
I  Corvette  ZR-1— at  about 
half  the  ZR-l's  $50,000  price. 
Plus,  it  has  40  cubic  feet  of 
cargo  space.  Meet  the  $26,995 
GMC  Syclone,  a  pickup  truck 
with  attitude. 

Even  before  I  rev  the  en- 
gine, I  can  tell  that  this  is  not 
just  another  peat-hauling 
pickup.  The  Syclone  rides  styl- 
ishly low,  for  better  aerody- 
namics. The  form-fitting  seats 
snuggle  around  me,  ready  to 
hold  me  in  during  hairpin 
turns.  Available  only  in  bat- 
out-of-Hades  black,  the  truck 
comes  with  a  full  list  of  stan- 
dard equipment:  automatic 


THE  GMC  SYCLONE:  AVAILABLE  ONLY  IN  BAT-OUT-OF-HADES  BLACK 


transmission,  air  conditioning, 
leather-wrapped  steering 
wheel,  power  windows,  and 
four-wheel  antilock  brakes.  A 
glaring  omission  in  such  a 
speed  demon:  no  airbag. 

NOT  FOR  COMMUTERS.  It's  not 
until  I  fire  it  up,  though,  that 
I  fully  appreciate  the  Syclone. 
The  280-horsepower,  4.3-liter, 
turbocharged  engine  comes  to 


life  with  a  throaty  roar.  On  an 
open  highway,  it's  hard  to 
keep  the  speed  on  the  legal 
side  of  80.  Even  at  65  mph,  I 
push  the  accelerator,  and  the 
four-wheel-drive  Syclone  ea- 
gerly leaps  forward.  The 
speedometer  goes  to  120  miles 
per  hour,  but  that's  not  the 
upper  limit.  At  the  Bonneville 
Salt  Flats  in  Utah,  a  Syclone 


LSR  has  rocketed  to  210  I 
The  Syclone  is  no  comir] 
car,  of  course.  The  transl 
sion  produces  a  jarring 
from  first  to  second  geai] 
der  anything  but  the 
feather-like  acceleration, 
does  the  Syclone  double 
standard  pickup.  Its  low 
makes  it  inappropriate  fo: 
roading,  and  a  sticker  or  I 
door  warns  you  against  I 
ting  a  camper  cap  on  the  I 
up's  bed. 

But  people  don't  buy  I 
Syclone  for  its  500-pound  I 
go  capacity.  Nor  are  | 
looking  just  for  exclus 
even  though  only  3,500  o 
vehicles  will  be  built  in 
Buying  a  Syclone  for 
reasons  would  be  like 
chasing  a  rare  wine  for  i 
tential  investment  value 
the  graceful  shape  of  th 
tie.  No,  this  pickup  is  sol< 
its  pick-up.  Maybe  it  si 
come  with  one  more  fea 
membership  at  a  private 
track.  Jim  7 


*^^<t.  thanks,   Dad,  it's 
%»wjust  what  I  wanted — 
life  insurance!" 

You  can  bet  no  child  un- 
wrapping birthday  presents 
will  shout  those  words.  But 
some  insurers,  facing  a 
shrinking  market  of  young 
adults,  are  urging  parents 
and  grandparents  to  give 
kids  their  own  policies.  Low 
mortality  rates  for  children 
mean  you  can  buy  a  sizable 
amount  of  coverage  for  a  rel- 
atively small,  onetime  premi- 
um. And  some  of  your  mon- 
ey gets  set  aside  for  long- 
term  growth  via  interest  and 
dividends,  eventually  provid- 
ing the  youngster  with  funds 
for  college,  starting  a  busi- 
ness, buying  a  home,  or  even 
retirement. 

•low  entry.'  A  big  selling 
point  is  that  insurance  in- 
vestments grow  tax-de- 
ferred. Some  alternative 
ways  to  start  a  child's  nest 
egg — giving  Treasuries  or 
municipal  bonds,  perhaps — 
also  have  tax  advantages. 
But  insurance  salespeople 
can  use  "low  entry  cost"  as 
an  added  lure  (box). 

For  example,  state  regula- 
tions let  savings  banks  in 


Smart  Money 

LIFE  INSURANCE 
FROM  THE  CRADLE 


Connecticut,  Massachusetts, 
and  New  York  offer  $50,000 
children's  policies  for  only 
$2,500  (for  a  1-year-old  girl) 
to  $3,400  (a  5-year-old  boy). 
As  dividends  pile  up,  the 
amount  that  would  be  paid 
at    death    climbs  above 


be  given  $10,000  policies  with 
a  cash  value  projected  to  hit 
$120,000  at  age  65. 

In  most  states,  children's 
policies  require  a  somewhat 
larger  investment  because 
they  must  conform  with  re- 
cent restrictions  on  adult  sin- 


INSURING  A  1- YEAR-OLD 


Policy 

Premium 

Cash 

value  at 

Death 

benefit  at 

Age  18 

65 

Age  18 

65 

SBLI" 

$3,052 

512,977 

$641,006 

$114,295 

$1,150,729 

BANKERS  SECURITY 

7,262* 

*  9,212 

170,106 

170,000 

204,128 

WILLIAM  PENN 

5,000 

14,622 

673,718 

176,000 

808,461 

'Savings  Bank  Life  Insurance  Fund 
""Vanishing  premium"  costs  $800  the  first  year,  declining  to  $618  at  age  10 
DATA:  BW.Golson/Leeds  Inc. 


$100,000  by  age  18,  above  $1 
million  at  65.  And  a  policy's 
cash-surrender  value  grows, 
too— reaching  $10,000  to 
$13,000  by  age  18,  and  about 
$600,000  by  65.  Or,  for  only 
$630  to  $750,  2-year-olds  can 


gle-premium  contracts.  For 
example,  $5,000  put  into  Wil- 
liam Penn  Life's  Crusader  II 
provides  an  infant  with 
$175,000  worth  of  coverage 
plus  a  cash-value  fund  pro- 
jected to  hit  about  $15,000  by 


danasi 

0 


college  time.  If  he  or 
keeps  holding  the  policy, 
fund  should  near  $675,00C 
age  65,  $1.5  million  by  7* 
college  fund.  True,  $15. 
may  not  go  far  toward 
lege  costs  16  years  or 
down  the  line.  So  if  y 
chief  objective  is  to  fun 
child's  education,  an  in 
ance  contract — which  typi  | 
ly  guarantees  interest 
4.5%  or  less — might  not 
the  best  choice.  Instead,  ] 
ting  $5,000  or  $6,000  in  z 
coupon  Treasuries  at 
would  return  about  $25 
for  school  costs,  notes  I 
dential  Securities  Vice-Pi  i 
dent  Peter  Perrine.  Puti  ■ 
$7,000  in  tax-free  munis 
currently  available  rates 
6.5%  to  7% — would  produi 
similar  result. 

Of  course,  other  gift 
vestments  don't  include 
surance's  death  benef 
something  most  people 
hard  to  say  in  the  si 
breath  with  "baby."  But 
industry  is  matter-of-i 
about  it.  If  you  buy  y  h 
year-old  grandson  a  pol 
don't  be  surprised  to  se 
read:  "Male,  Age  1,  > 
smoker."  Don  D 
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The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas.  ^m_^mmm^mmmm^_m^mmm 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelraveler^j 

You're  better  off  under  the  Umbrella! 


)1991  The  Travelers  Corporation. 


ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 
WAS  BECOMING  THIS  SMALL. 


BP'S  Endicott  Field  in  Alaska's  Beaufort  Sea.  Two  tiny, 
man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 
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MOUNTING  ARSENAL 
AINST  MIGRAINES 


irst  come  visions  of 
flashing  lights,  followed 
by  hypersensitivity  to 
and  sound,  cold  hands 
eet,  and  sometimes  nau- 
Then,  the  pain  starts — a 
bing  so  intense  that  fe- 
migraine  sufferers  say  it 
right  up  there  with 
•irth. 

years,  the  10%  of  the 
ation  that  suffers  from 
ines  simply  went  to  bed 
iarkened  room.  Doctors 
latients,  without  intend- 
mble  entendre,  that  the 
vas  "all  in  their  heads," 
Dr.  Ninan  Mathew,  a 
>sor  at  Baylor  Universi- 
lollege  of  Medicine  and 
or  of  the  Houston  Head- 
jlinic.  But  in  the  past  10 

says  Mathew,  doctors 


UGSFOR  THE  BIG, 
IAD  HEADACHE 


SUMATRIPTAN* 


'EX  Shrinks  blood 
Is  in  head 


OR  CALCIUM  BLOCKERS 


ML,  CALAN,  ISOPTIN  Pre- 
alood-vessel  swelling 


GOTAMINE  TARTRATES 


STAT,  CAFERGOT,  MEDIHA- 
lonstrict  blood  vessels 


SCRIPTION  PAINKILLERS 


NAL,  NORGESIC,  TYLENOL 
CODEINE  Suppress  pain 

approval  expected  in  1992 


earned  that  migraine  is 
Iness,  just  like  diabetes 
h  blood  pressure."  And 
esearch  has  led  to  so- 
rted treatments, 
raines  and  so-called 
t  headaches  have  nearly 


identical  symp- 
toms, although, 
mysteriously,  mi- 
graines usually  at- 
tack women  and 
cluster  headaches 
target  men.  Both 
result  from  an  ab- 
normality in  the 
central  nervous 
system  that 
causes  chemicals 
to  pour  into  the 
tissues  around  the 
eyes.  Blood  ves- 
sels and  nerve 
endings  send  out 
pain  signals. 

Doctors  aren't 
sure  why  such 
headaches  occur, 
but  studies  have 
shown  them  to  be 
hereditary  and 
stress-related.  The 
glare  of  bright 
lights  can  bring 
on  attacks  in  some 
people.  Migraines 
may  also  be  trig- 
gered by  certain 
foods  and  drugs. 

Older  remedies 
include  beta 
blockers,  such  as 
Inderal,  and  calci- 
um blockers  (Ca- 
lan  and  Isoptin),  available  by 
prescription  in  the  U.  S.  Taken 
daily,  they  prevent  blood  ves- 
sels from  swelling.  But  side 
effects  may  include  constipa- 
tion, fatigue,  swollen  ankles, 
and  in  rare  cases,  heart  fail- 
ure. 

Ergotamine  tartrates,  or 
vasoconstrictors,  include  Er- 
gostat,  Medihaler,  and  Cafer- 
got.  They  abort  a  headache  by 
constricting  blood  vessels  as 
they  begin  to  swell.  But  these 


drugs  must  be  taken  the  in- 
stant a  headache  begins.  And 
since  they  constrict  blood  ves- 
sels throughout  the  body, 
they  are  unsafe  for  pregnant 
women  or  people  with  high 
blood  pressure. 

The  most  promising  of  the 
new  treatments  is  sumatrip- 
tan, developed  by  Glaxo  and 
launched  in  Britain  last 
month.  The  Food  &  Drug  Ad- 
ministration is  expected  to  ap- 
prove it  next  year.  Unlike  cur- 


rently available 
drugs,  sumatrip- 
tan shrinks  swol- 
len blood  vessels 
only  in  the  head, 
thus  minimizing 
side  effects.  Plus, 
sumatriptan  can 
be  taken  anytime 
during  the 
migraine 
episode. 

You  can 
also  get  re- 
ief  from  pre- 
scription pain- 
killers such  as 
Fiorinal,  Norge- 
sic,    or  Tylenol 
with  Codeine.  But 
frequent  use  of 
them  can  cause 
"rebound"  head- 
aches that  lead  to 
chronic  head  pain. 

Dr.  K.  Michael 
Welch,  president 
of  the  Internation- 
al Headache  Soci- 
ety and  a  neurolo- 
gist at  Henry 
Ford  Hospital  in 
Detroit,  advises 
patients  to  find 
out  what  triggers 
the  headaches  and 
avoid  it.  Keeping 
a  record  of  what 
you  eat  may  show 
that  a  particular 
food  brings  on  a 
migraine.  Com- 
mon culprits  in- 
clude coffee,  red 
wine,  citrus  fruit, 
chocolate,  aged  cheeses,  pro- 
cessed meats,  and  anything 
containing  monosodium  gluta- 
mate  or  NutraSweet. 

Another  mystery:  Most  peo- 
ple outgrow  their  headaches. 
Half  of  migraine  sufferers 
have  no  more  after  age  50, 
and  migraines  are  rare  in  peo- 
ple over  60.  That's  a  com- 
fort— as  is  the  knowledge 
that  doctors  are  taking  these 
killer  headaches  seriously  at 
last.  Sandra  Atchison 


Worth  Noting 


(tee  buster.  A  new  ad- 

'  group  helps  trust  ben- 
ies  who  are  dissatisfied 
heir  trustees.  HEIRS  (215 
80)  pressures  trust  ad- 


ministrators such  as  banks  to 
cooperate  when  people  want 
more  information  about  their 
inheritances  or  want  to  switch 
trustees. 

■  BEYOND  homework  help. 

The  Association  of  American 
Publishers'  36-page  booklet, 


Helping  Your  Child  Succeed 
in  School,  offers  useful  and 
creative  ways  for  parents  to 
get  involved  in  their  children's 
education  and  improve  their 
academic  performance.  Single 
copies  cost  $1.50  from  the  AAP 
(212  689-8920). 


■  drip  patrol.  American 
Leak  Detection  uses  sonar 
technology  to  find  hidden  wa- 
ter leaks  in  plumbing  and 
pools.  For  a  free  brochure  on 
water  conservation  and  what 
to  do  if  you  suspect  a  leak, 
call  800  755-6697. 
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THIS  WAS 


We're  not  implying  that  any- 
thing has  changed  regarding 
this  workstation.  It  is  sti 
UNIX®-based.  Its  software 
specs  remain  accessible  to  all. 
And  you  can  continue  to  run 
a  multitude  of  UNIX  applica- 
tions on  it. 

We're  simply  saying  this 
isn't  enough  to  claim  openness 
anymore. 

Open  should,  in  fact,  ex- 
tend beyond  a  family  of  work- 
stations to  multi-vendor  envi- 
ronments, numerous  operating 
systems  and  all  of  your  applica- 
tions. It  should  signify  freedom 
of  choice.  And  it  should  pro- 
claim the  power  to  protect  your 
applications  from  impending 
changes  in  tec  hnology. 

Now  with  Network 
Application  Suppom  (NAS),  a 


comprehensive  open  environ- 
ment based  on  industry  stan- 
dards, this  ultimate  definition 
of  open  is,  in  fact,  achievable. 
For  with  NAS,  the  virtues  of 
openness  apply  to  the  systems 
and  environments  you  see  rep- 
resented on  the  right. 

With  NAS  you  can  run 
your  applications  across  a  wide 
range  of  operating  systems. 
You  can  get  applications  on 
different   platforms   to  inter- 


operate.  Better  yet,  you  can 
it  in  a  way  that  accommoda 
the  desktop  interfaces  y 
users  already  understand. 

It  means  you  re  free  to  u 
whatever  solution  is  right  fo 
particular  application,  no  m 
ter  what  company  makes  it. 

And  since  NAS  is 
only  compliant  with  toda; 
standards,  but  will  adopt  n< 
ones  as  the3'  emerge,  y 
options  for  the  future  are  wi 
open.  Leaving  you  free  to 
and  integrate  products  fr 
us,  IBM®,  Hewlett- Packar 
Compaq®,  Apple®,  plus  a 
vendor  who  complies  with  t 
ACE  initiative. 

And  even  some  th 
don't.  Such  as  the  wor 
station  pic- 
tured above. 


Ml 


©  DIGITAL  EQUIPMENT  CORPORATION  1991  THE  DIGITAL  LOGO  IS  A  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION 
UNIX  IS  A  REGISTERED  TRADEMARK  OF  UNIX  SYSTEMS  LABORATORIES.  INC 


SPECIAL  ADVERTISING  SECTIDN 


OPEN 
SYSTE  M  S 


Across  North  America,  major  companies  have  identified  a  need  to 
"retool"  their  computer  and  communications  infrastructure.  Open 
systems  —  based  on  vendor  neutral  standards  —  are  being  adopted  as 
a  necessary  technology  platform  for  success  in  a  volatile,  competitive 

marketplace.  But  how  can  such  a  massive  change  be  managed? 


MANAGING  THE  TRANSITION 

IN  association  WITH  DMR  group,  INC. 


Better 
Windows 


olve  memory  problems 

)EMM  386  makes  the  most  of 
ry  last  'K'.  DESQview  uses  that 
mory  to  run  multiple  programs. 


Multitask 

multiple  programs  side-by-side 
indows.  'Background'  programs 
can  continue  to  run. 


See  text  and  graphics 
side-by-side 

ence  information  in  your  graphics 
gram  while  writing  your  report. 


tin  Windows  programs 

)ESQview  even  lets  you  ran 
Microsoft  Windows. 


Easy  menu  access  to  programs 
and  DOS  services 

Access  programs  or  DOS  in  a  window 
with  just  a  few  keystrokes  or  mouse 
clicks.  It's  that  simple. 

See  multiple  files 

your  programs  allow  it,  DESQview  lets 
you  ran  the  same  program  in  two  or 
more  windows.  Great  for  comparing  hies 


Cut  and  paste  data 

Transfer  data  between  programs 
with  a  few  keystrokes. 


Handle  large  programs 

Run  standard  DOS  programs  side-by- 
;ide  with  DOS-extended  programs  like 
1-2-3  Release  3. 


DESQview.  The  Multitasking,  Windowing  Environment. 


wdKEB 

Product 
of  the 
Year 
1986,  1987, 
1988,  1989 


i  the  power  user's  secret, 
Qview  has  been  discovered  by 
puter  knowledgeable  people 
ywhere.  Over  1,000,000  people 
;  bought  DESQview. 
Multitasking;  windowing,  using  keyboard  or  mouse  commands, 
11  easy  with  DESQview. 

DESQview  386  2.3  lets  you  use  your  favorite  DOS  and  DOS- 
nded  programs  in  windows  side-by-side  on  386SX,  80386  and 
PCs.  As  you  can  see  above,  you  can  even  run  Microsoft  Windows 
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within  DESQview. 

DESQview  2.3  gives  I 
and  286  PCs  with  additional  memory 
most  of  the  same  capabilities  with  sur- 
prisingly little  performance  trade-off. 
Whatever  programs  you  use— DOS,  extended  DOS  or 
Windows— and  whatever  hardware  you  have,  whether  8088  or  i486 
or  something  in  between,  DESQview  is  still  the  best  way  to  get  the 
most  out  of  the  hardware  and  software  you  own  today. 
DESQview.  When  you  look  into  it,  it's  the  obvious  choice. 


Quarterdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (213)  392-9851  Fax  (213)  399-3802 


SPECIAL  ADVERTISING  SECTION 


The  new  international,  competitive 
business  environment  combined  with 
important  developments  in  information 
technology  are  leading  many  enterprises  to 
adopt  a  new  approach  to  computing. 

Open  systems  enable  computers  to  run 
software,  share  information  and  communi- 
cate —  regardless  of  brand  or  size. 

Implementations  of  open  systems  to  date 
show  significant  and  far  reaching  benefits. 
However,  planners  are  unclear  on  many 
important  issues. 

Fifty  computer  vendors  and  eighty 
customer  enterprises  have  joined  together 
in  a  $3  million  investigation  to  find 
answers. 

Launched  by  the  UniForum  association, 
X/Open  consortium  and  consulting  company 
DMR  Group,  and  conducted  by  DMR,  the 
Strategies  for  Open  Systems  program  is 
also  sponsored  by  the  National  Institute  of 
Standards  and  Technology,  the  Commission 
of  European  Communities,  the  Open 
Software  Foundation  and  the  Unix 
International  consortium. 

This  special  advertising  section  shares 
some  of  the  program  conclusions. 


THE  NEWTHEME  IN  COMPUTING 

The  most  talked  about  topic  in  com- 
puting is  open  systems.  Every  computer 
vendor  has  announced  open  systems  as 
their  strategy.  The  industry  has  coa- 
lesced into  consortia  promoting  various 
"competing  standards"  (an  oxymoron). 

Open  systems  policies  have  been  for- 
mally adopted  by  many  governments 
including  the  Commission  ot  European 
Communities  and  many  U.S.  Federal 
government  agencies.  Multi-billion 
dollar  procurements  specifying  open 
systems  have  caught  the  attention  of 
many. 

Commercial  enterprises  in  every  sec- 
tor have  adopted  an  open  systems 
strategx  for  parts,  and  in  many  cases,  for 
all  of  their  organization.  Examples  in- 
clude retail  (Wal-Mart),  manufacturing 
(General  Motors),  transportation  (Burl- 
ington Northern  Railroad),  banking 
(Chemical  Bank),  aerospace  (Boeing), 
airlines  (American  Airlines),  hospitality 
(Sheraton),  insurance  (Aetna),  invest- 
ment banking  (Shearson  Lehman),  food 
services  (McDonalds),  and  resources 
(Shell  International  Petroleum). 

I  nimagined  alliances  in  thecomputer 
industry  all  seem  to  have  something  to 
do  with  the  topic.  IBM  partners  with 
Apple.  Digital  and  Compaq  join  with 
Microsoft,  Santa  Cruz  Operation  and 
others  in  the  ACE  consortium.  Over  300 
vendors  and  customers  join  together  in 


the  Open  Software  Foundation.  Arl 
other  200  join  together  in  Uni, 
International.  fljfi 


WHAT  ARE  OPEN  SYSTEMS  j  T 
ANYWAY?  \\ 

The  question  —  posed  to  compute 
pundits  —  elicits  answers  reminiscent  o 
the  religious  debates  of  the  13th  centurt 
regarding  how  many  angels  can  dance  oil)  | 
the  head  of  a  pin. 

However,  when  posed  to  planners  o  ! 
companies  who  are  adopting  open  sys 
terns,  clear  themes  emerge. 

A  widely  accepted  view  is  presentee 
by  the  X/Open  consortium,  which  de 
fines  open  systems  as  "systems  anc 
software  environments  based  on  stanj; 
dards  which  are  vendor  independen 
and  commonly  available." 

That  is,  computing  has  matured  to  the/ 
point  where  standards  which  are  outside' 
the  control  of  any  one  supplier  are  be  ; 
coming  widely  adopted.  This  profounc, 
change  opens  up  a  new  world  of  possi-J 
bilities,  and  challenges,  for  customers,  r 

There  are  two  main  buzzwords  to  de-* 
scribe  the  characteristics  of  open  systems:^ 

•  Portability.  Softwareapplicationsands. 
information  can  be  relatively  easilvj 
moved  to  various  computers  of  various' 
sizes  or  brands.  This  enables  the  skills  on 
people  to  be  portable  as  well  —  that  is  to)) 
be  appropriate  to  different  computing  . 


Nightmare  Scenario  #1 


THE  UNDETECTED 
TIME  BOMB. 

The  biggest  networking  disasters  always  start  small. 


THINGS  THEY 
DONT  TELL  YOU 

AT  NOVELL 
PRESENTATIONS 


HOW  TO  CHOOSE 
THE;  RIGHT 
1  'NETWORKING 
'SYSTEM 


Send  for  this  free  booklet 
full  of  hard,  comparative 
information. 


The  problems  tend  to 
begin  when  you  need 
to  grow. 
Suddenly,  the  computer 
network  that  worked  so  well 
doesn't  seem 
to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 

And  ev- 
ery time  you 
grow,  even  a  little  bit,  your  net- 
work gets  harder  to  manage, 
harder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  it's  easy. 

It's  a  question  of  architec- 
ture. A  network  like  Novell's 
NetWare1  is  not  an  integrated 
system.  Adding  new  users  of 
services  means  having  to 
update  user  profiles,  retrain 
employees,  and  troubleshoot 
connectivity  problems. 

Banyan's  architecture  is 
designed  to  grow  effortlessly. 
(Ease  of  growth  is  why  we're 
the  leader  in  true  enterprise- 
wide  pc  networking.) 

Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  "super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion. Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 

Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 

You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  "THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 


Call  1-800-828-2404 
for  a  free  brochure. 


i  1 

Please  send  this  coupon  to:  BANYAN,  BW 
1 20  Flanders  Road,  Westboro,  MA  01 58 1 


BANYAN 


Networking.  Without  Limits. 
i  i 
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The  Strategies  for 
Open  Systems  Program 


Over  1 40  organizations  in  the  United 
States  and  other  countries  have  joined 
together  funding  a  cooperative 
investigation  of  key  open  systems 
issues.  The  Strategies  for  Open 
Systems  program  is  addressing  the 
issue  of  how  to  plan  for,  design, 
migrate  to,  and  implement  architec- 
tures based  on  industry  standards. 
Initiated  by  the  UniForum  association, 
the  X/Open  consortium  and  consulting 
company  DMR  Group,  and  conducted 
by  DMR,  the  program  identified  a 
number  of  questions  facing  such 
businesses  and  government  agencies. 
These  include: 

•  How  do  I  identify  opportunities  for 
open  systems? 

•  What  standards  should  I  adopt  - 
when  &  where? 

•  How  do  I  evaluate  business 
benefits? 

•  How  and  where  should  I  implement 
first? 

•  How  do  I  integrate  open  and 
proprietary  systems? 

To  create  a  set  of  approaches  and 
guidelines  for  migrating  to  standards- 
Hased  architectures,  the  project  team  is 


using  a  number  of  sources  of  informa- 
tion. These  include: 

•  a  survey  of  3,500  U.S.  and  Canadian 
organizations 

•  Architectural  Working  Groups  with 
subscriber  organizations  where  initial 
DMR  models  and  approaches  are 
submitted  for  feedback  and  refinement 

•  an  investigation  of  key  standards  and 
technology  directions 

•  in-depth  case  studies  of  organiza- 
tions which  have  adopted  open  systems 

•  expert  interviews  with  over  60 
authorities  on  the  topic 

•  structured  input  from  DMR  consult- 
ants implementing  open  environments 

The  program  provides  users  a  process  to 
achieve  a  standards-based  architecture, 
which  includes  the  existing  proprietary 
base  and  incorporates,  where  practical, 
the  new  open  systems  platforms  and 
interfaces.  The  program's  rationale  is 
that  by  cooperatively  funding  such 
activities,  participants  avoid  re- 
inventing the  wheel  and  acquire  critical 
knowledge  not  otherwise  obtainable. 
Further  information  is  available  through 
Program  Director  Robert  Howie  at  (617) 
237-0087. 


environments. 

•  Interoperability.  Computers  of  dif] 
ferent  sizes  and  brands  can  comm  unicate 
together  —  sharing  resources,  informa-! 
tion  and  even  software  applications. 


THE  ORIGINS  OF  OPEN 

SYSTEMS  m 

During  the  first  few  decades  of  com4  jj 
puting  —  dubbed  the  First  Era  of| 
Information  Technology  by  DMR 
Group  —  vendors,  as  a  rule,  engineered1  i_ 
and  marketed  non-standard,  proprietary 
products.  Eachsupplierclaimed  to  have 
the  "best"  hardware,  operating  systems    ;i , 
(the  basic  software  that  controls  a  com- 
puter ),  networks,  computer  languages 
and  application  software  programs. 

When  a  vendor  had  been  chosen,  the  I 
customer  was  "locked  in"  to  that 
manufacturer's  products,  because  the  Jt 
cost  of  rewriting  software  or  moving  it  to  I 
a  different  environment  was  prohibi- 
tive.   This  has  euphemistically  been  I 
called  "account  control."  The  vendor 
controls  your  "account"  and,  as  with  the 
Hotel  California,  "you  can  check  out 
any  time  you  like,  but  you  can  never 
leave." 

This  approach  did  not  necessarily  flow  j 
from  nefarious  motives  of  the  manufac- 
turers. The  computer  industry  was  in  t 
its  infancy  and  proprietary  technologies 
were  a  bi-product  of  experimentation 
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and  innovation.  The  account  relation- 
ship model  advanced  the  interests  of  all 
parties. 


Hie  Strategies  for  Open  Systems  program 

is  addressing  the  issue  of  how  to 
plan  for,  design,  migrate  to,  and  implement 
architectures  based  on  industry  standards. 

This  situation  changed  dramatically 
with  the  introduction  of  the  microcom- 
puter —  specifically  the  IBM  PC. 

More  than  any  other  technology,  it 
thrust  organizations  into  a  transition  to  a 
Second  Era  of  information  technology. 
Standard  microprocessors  became  the 
dominant  force  on  the  desktop.  A 
standard  operating  system  —  MS-DOS 
—  appeared.  A  new  vast  market  and 
software  industry  grew  for  this  environ- 
ment. The  customer's  speadsheet  or 
accounting  package  worked  on  the 
computer  of  any  vendor. 

The  PC  showed  the  power  of  open- 
ness. Organizations  learned  how 
standards  could  facilitate  the  rapid 
adoption  of  technology.  For  the  first 
time  a  wide  range  of  software  programs, 
purchased  "shrink-wrapped"  off-the- 


shelf,  would  run  directly  on  virtually  any 
desktop  computer,  regardless  of  manu- 
facturer. 

But  this  was  still  very  limited,  ad- 
dressing just  the  desktop  and  the  Intel 
chip  which  was  the  engine  of  the  PC. 

The  PC  revolution  begged  the  ques- 
tion —  what  about  openness  across  all 
sizes  of  computer  from  any  vendor? 

OPEN  SYSTEMS  -  IT'S  NOT 
JUST  UNIX. 

Enter  the  Unix  operating  system. 

Unix,  which  could  be  moved  rela- 
tively easily  onto  any  computer,  was 
adopted  by  every  major  vendor  as  an 
initial  operating  platform  for  open 


systems.  As  the  market  grew  and  feasi- 
bility of  every  vendor  maintaining  its 
proprietary  approach  diminished,  most 
vendors  began  to  focus  on  their  Unix 
product  line. 

The  formal  standards  activities,  called 
Posix,  also  began  to  use  Unix  as  the  basis 
of  defining  standards  for  open  systems. 

However,  open  systems  go  far  be- 
yond Unix. 

Standards  are  required  in  many  other 
areas,  including  communications,  data- 
bases, user  interfaces  and  systems 
management.  There  are  now  Posix 
standards  groups  in  over  two  dozen 
areas.  As  well,  various  suppliers  are 
working  on  creating  operating  systems 
other  than  Unix  which  are  based  on  the 
Posix  standard. 


Areas  of  Open  Systems  Standards 


Data 
Base 


£ther 
Services 


Operating 
System- 


Applications 


Lanfaages 


User 
Interface 


Management 

Servkes- 


Communications 

.  Services 


Source;  DMR  G/oyprlnc.    Sfrategies  for  Open  Systen 


Open  systems. 


Everyone  agrees  they'x 

No  one's  debating  whether  open  systems  ar 
a  good  idea,  hut  nou'11  hear  plrnt\  ol  di-cu»-iou 
about  what  open  systems  are. 

Some  insist,  for  example,  that  an  open  sys- 
tem is  a  UNIX'  system.  But  to  other-  it's  whateve 
it  takes  to  get  their  different  operating  systems,  i 
networking  protocols  and  databases  working  as 
one.  and  the  sooner  the  better. 

That's  why  IBM  views  open  systems  so  opei» 
To  us.  they  begin  less  with  particular  technologic 
and  more  with  the  needs  of  your  business. 

The  real  goal  is  to  liberate  information  that 
trapped  around  your  company,  so  more  of  your 
people  can  use  it  more  easily,  and  to  open  coram" 


od,  but  not  everyone  agrees  how  to  get  there. 


ations  with  customers  and  suppliers,  who  no 
ibt  planned  their  systems  without  thinking 
)ut  yours. 

And  of  course,  you  need  to  accomplish  all 
s  without  scrapping  your  existing  multivendor 
estments. 

So  the  paths  to  open  systems  will  vary,  but 
;re's  one  thing  that  won't — consistent  industry 
ndards.  IBM  is  fully  committed  to  open  sys- 
ns,  so  we're  equally  fervent  about  standards. 

We're  active  on  over  1,200  standards 
tiatives.  We're  a  sponsor  of  OSF®  a  member 
X/OPEN™  and  we  support  ISOT,M  ANSI*  and 
EE™  to  name  a  few.  And  when  a  new  standard 


holds  promise,  we  support  its  development. 

What's  more,  we  offer  AIX™  for  UNIX 
users  and  we  are  improving  our  SAA™  and  AIX 
systems  to  work  more  openly  with  each  other  and 
your  non-IBM  systems.  So  as  you  move  to  open 
systems,  your  investments  will  be  protected.  We 
can  also  help  you  open  your  system  with  consult- 
ing services  and  technical  support. 

At  IBM,  we  now  measure  everything  we 
do — from  the  desktop  on  up — against  a  yardstick 
of  openness.  It's  what  we  have  to  do  because  it's 
what  you  want  to  do.  To  get 
more  information,  call  us  at 
1  800  IBM-CALL. 


flowing  are  trademarks  ot  Unix  Systems  Laboratories,  Inc  .  Open  Software  Foundation,  Inc  .  X/OPEIM  Company,  Ltd  ,  The  International  Organization  tor  Standardization.  American  National  Standards  Institute,  Inc 


SPECIAL  ADVERTISING  SECTION 


The  research  shows  that  today,  how- 
ever, most  enterprises  adopting  open 
systems  are  also  adopting  Unix  as  an 
important  part  of  their  strategy.  Unix  is 
today  a  stalking  horse  for  open  systems. 


WHY  ARE  ENTERPRISES 
ADOPTING  OPEN  SYSTEMS? 

Open  systems  cost  savings 

The  hundreds  of  organizations  stud- 
ied which  had  adopted  open  systems 
had  achieved  significant  savings  in  the 
costs  of  hardware,  software,  managing 
information  and  the  human  costs  of 
managing  change. 

Standards  cause  hardware  to  acquire 
some  characteristics  of  a  commodity. 
Computers  can  be  purchased  from  the 
vendor  which  provides  the  best  price- 
performance  deal.  Lacking  "account 
control,"  vendors  are  forced  to  compete 
with  lower  prices  and  tighter  margins. 

In  a  sense,  a  free  market  for  computer 
hardware  is  arising. 

Customers  do  not  necessarily  choose 
to  be  "promiscuous"  with  suppliers  but 
rather,  typically  maintain  one  or  a  small 
number  of  key  relationships.  However, 
they  still  enjoy  significant  savings  on 
hardware  because  the  relationship  is 
based  on  the  customer's  free  choice 
rather  than  software  lock-in. 

For  example,  when  organizations 


have  "replicated  site  applications"  — 
required  b\  remote  business  sites  which 
perform  similar  business  functions  —  an 
open  strategy  can  typically  be  cost-justi- 
fied on  the  basis  of  hardware  savings 
alone.  According  to  Chief  Information 
Officer  Dave  Carlson,  Kmart  saved  tens 
of  millions  of  dollars  on  hardware  in  one 
purchase  when  it  equipped  each  of  its 
stores  with  a  computer  for  in-store  appli- 
cations. 

Open  systems  also  go  hand-in-hand 
with  microprocessor  technology,  w  hich 


Applications  portability'  also  results  it 
savings  in  software.  In  turbulent  time| 
a  supplier  may  fall  behind  or  be  leaf 
frogged  by  the  competition;  go  out  ol 
business;  be  acquired  by  a  larger  com| 
pany  which  discontinues  its  product  line: 
or  go  off  on  a  tangent  which  no  longeJ 
corresponds  to  the  customer  require 
ments.    "Conversions"  (a  term  fo| 
rewriting  a  software  program  to  run  on  J 
different,  new  or  better  computer)  are 
the  costly  and  disruptive  results.  The 
customer  must  conv  ert  their  software  t( 


N  FOR  MAT  I  ON  SYSTEMS  COSTS 


Hardware 


Software 


User  Training  & 
Change  Management 


Information  " 

Source:  DMR  Group.  Inc.    Strategic*  tor  6pcn*Sy«fcn>i "  :        -    '     '        '         '.  ' 

has  inherently  better  price-performance  work  on  the  products  of  a  new  vendor, 

than  the  traditional  semiconductors  Such  conversions  are  also  often  nec- 

found  in  today's  mainframes  and  mini-  essary  during  severe  organizational 

computers.  change,  for  example  during  a  restructur- 
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BUSINESS  WEEK 
contains  THOUSANDS 
of  WORDS  about 
OPEN  SYSTEMS.  All  YOU 
have  to  REMEMBER 
are  THREE. 

DISTRIBUTED 
COMPUTING  MODEL. 


Worldwide 

Information 

Systems 


Bull  A 


For  a  copy  of  our  Distributed  Computing  Model  brochure,  call  1-800-233-BULL  ext.  2220. 


)neSmart 


Or,  How  The  Dumb  Old  Phone 
Will  Become  A  Smart  New  Tool. 

In  1992,  AT&T  Network  Systems  will  be  offering  the  next  step 
forward  in  communications:  a  smart  phone.  Designed 
by  AT&T  Bell  Laboratories,  our  smart  phone  is 
the  worlds  first  interactive  programmable 
phone.  Microchip  technology  lets  you  create 
menus  on  the  touch-sensitive  screen  to 
perform  customized  tasks.  For  instance,  create 
a  button  called  "Friends."  Press  and  a  list  of  names 
appears.  Press  the  name  you  want  and  the  person  is 
automatically  dialed.  Eventually  the  touch-sensitive 
screen  will  interact  with  your  bank  for  transfers  and 
balance  inquiries;  airline  reservation  systems  to  enable 
you  to  book  flights  yourself;  and  many  other  databases. 
Call  AT&T  Network  Systems  at  1 800  638-7978,  ext.  9210 
for  a  free  brochure  on  how  smart  phones  can  give  your 
home  or  business  more  smarts. 

XEST  Network  Systems  And 
Bell  Laboratories. 
Technologies  ForTlie  Real  World. 


AT&T 

Network  Systems 
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OFFICES 
THAT 
WORK. 


When  an  office  doesn't  work,  it's  a  people  issue,  right7 
When  productivity  falls,  it's  a  people  problem,  right9 
Well,  let's  see  how  wise  that  bit  of  conventional  wisdom  is. 
As  a  nation,  for  the  past  1 5  years  we've  been  throwing 
people  at  the  problem  of  office  productivity 

Of  the  more  than  116,000,000  Americans  who  are  work- 
ing today,  almost  58%  of  them  are  white-collar  office  workers. 

And  since  1976,  the  numberof 
people  who  work  in  offices  has  grown 
twice  as  fast  as  other  segments  of 
the  workforce. 

So  has  it  worked9  Have  more 
people  meant  more  productivity? 
Since  1976,  the  U.S.  has  trailed 
virtually  all  industrialized  countries  in  produc- 
tivity growth. 

White  collar  productivity  rose  less  than  1% 
per  year  during  the  1980s. 
And  in  1989  and  1990,  it  actually  declined. 
Clearly,  throwing  more  people,  or  differ- 
people,  at  the  problem  doesn't  solve  it. 
But  something  else  does.  Something 
unconventional. 

There  are  dozens  upon  dozens  of 
enterprises-companies,  government 
agencies  and  universities-which 
have  made  dramatic  gains  with  essentially  the  same  people 
working  in  their  offices  and  departments. 

In  the  credit  card  division  of  a  major  financial  institution, 
customer  service  response  time  was  slashed  from  as  long  as 
four  days  to  just  minutes. 

In  the  accounts  payable  department  of  a  leading  con- 
sumer products  company,  the  time  it  took  to  file  in-coming 
checks,  invoices  and  requisitions  went  from  a  two-to-three- 
month  backlog  to  instantaneous  filing  the  moment  they  arrive. 

And,  the  corporate  legal  department  of  an  aerospace  firm 
realized  a  60%  reduction  in  trial  preparation  costs. 

So  what  changed9  What  made  these  offices  work,  when 
so  many  don't9 

We  call  it  Office  2000. 

A  complete  rethinking  of  the  way  offices  and  departments  work. 

A  way  that  breaks  with  some  of  the  most  cherished  notions 
of  technology  over  the  past  decade. 

A  way  that  focuses  on  people.  On  process. Then,  and  only 
then,  on  technology. 

A  way  that  earns  you  a  substantial,  measurable  return  on 
perhaps  your  greatest  investment. 

Your  people. 


)  1991  Wang  Laboratories.: 
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ng  or  acquisition  when  organizations 
;ach  having  incompatable  computer 
;ystems  must  work  together. 

Significant  savings  were  achieved  in 
the  costs  of  hardware,  software, 
managing  information  and  the  human 
costs  of  managing  change. 

Systems  planners  indicated  that  open 
systems  eliminated  the  need  for  conver- 
sions as  software  worked  on  many 
vendor's  products.  They  also  said  they 
were  freer  to  adopt  new  hardware  inno- 
vations that  came  from  unexpected 
sources. 

Because  software  companies  write 
programs  more  and  more  to  run  on  open 
standards,  rather  than  vendor-unique 
platforms,  open  systems  facilitate  a 
strategy  of  buying  rather  than  building 
software  —  in  turn  reducing  the  costs  of 
internal  custom  development  projects. 

Savings  can  also  be  gained  by  simpli- 
fying and  reducing  the  programming 
support  required  across  an  organization's 
many  different  systems.  System  modi- 
fications and  updates  can  be  done  once. 
New  software  releases  are  easier  to  in- 
stall across  the  enterprise. 


One  of  the  biggest  savings  identified 
was  from  reuseability  of  software. 

According  to  Paul  A.  Strassman,  Chief 
Information  Officer  of  the  Department 
of  Defense  (DoD),  the  biggest  savings 
shall  be  realized  from  the  reuse  of  stan- 
dard software  components  and  the 
consequential  reduction  in  software 
maintenance  expenses. 

The  Defense  Advanced  Research 
Projects  Agency  conducted  an  in-depth 
economic  analysis  of  open  systems 
and  concluded  that  the  DoD  can  save 
tens  of  billions  of  dollars  before  the  end 
of  the  decade  through  its  Software 
Components  Reuse  Repository. 

Blocks,  or  as  Strassman  calls  them, 
"Lego  modules"  are  being  "ware- 
housed" as  part  of  an  open  systems 
strategy.  The  warehouse  already  has 
over  $50  million  in  software  compo- 
nents manufactured  to  DoD  standards 
and  reuseable  across  different  hardware 
platforms.  Pilot  programs  in  software  re- 
useability in  the  DoD  are  achieving 
better  than  60%  savings  in  coding  and  in 
program  maintenance  through  recycling 
of  quality-assured  software  modules 
across  a  wide  range  of  applications. 

A  key  question  for  the  DoD  is  how 
quickly  it  can  stock  this  software  ware- 
house and  make  its  inventory  easily 
accessible.  Strassman  says  $100  million 
is  being  invested  to  quickly  "move 
software  development  from  a  craft  cot- 
tage industry  to  a  manufacturing 


environment." 

Standards  were  also  found  to  reduce 
the  costs  of  managing  information,  spe- 
cifically of  database  redesign,  data 
capture  and  data  management. 

Often  hidden,  the  costs  of  end  users 
learning  and  re-learning  systems  as  they 
change  or  are  replaced  can  dwarf  the 
technology  costs.  Some  of  the  most 
significant  savings  reported  were  en- 
abled by  a  standard  "look  and  feel"  for 
software  programs,  standardized  train- 
ing programs,  economies  of  scale  in 
training  and  automation  of  training. 

COST  SAVINGS  ARE  THE  TIP  OF 
THE  ICEBERG 

However,  the  research  shows  that  the 
drivers  for  open  systems  go  far  beyond 
the  traditional  view  of  benefits.  The 
program  team  found  massive  evidence 
that  computing  is  going  through  its  first 
paradigm  shift,  driven  by  a  business 
need  for  more  flexible,  powerful,  inte- 
grated architectures  which  can  meet  a 
new  set  of  business  requirements. 

We  are  entering  what  DMR  calls  a 
Second  Era  of  information  technology 
—  open,  network  computing. 

DMR's  David  Ticoll  who  directs 
Strategies  for  Open  Systems  says  the 
program  has  "identified  agrowinggroup 
of  organizations  which  have  placed  a 
priority  on  using  information  technol- 
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ogy  to  improve  effectiveness  of 
products  and  services,  link  with  cus- 
tomers and  suppliers,  and  improve 
effectiveness  of  managers  and  profes- 
sionals. These  organizations  are  most 
likely  to  be  adopting  the  new  paradigm." 

The  new  global,  volatile,  competi- 
tive, business  world  demands  new 
capabilities  from  technology  which 
traditional  computing  environments 
cannot  deliver. 

Leading  enterprises  have  set  out 
on  a  course  of  re-engineering  their  or- 
ganizations. 


The  new  open  enterprise  is  flatter.  It 
is  based  on  professionals  working  in 
teams  which  transcend  traditional  orga- 
nizational structures.  The  business  team 
is  close  to  the  customer,  responsive, 
driven  by  quality  and  motivated  for  co- 
operation. The  open  enterprise  requires 
new  kinds  of  information  and  new 
business  procedures  and  processes. 

Computer  systems  must  not  only 
integrate  the  enterprise.  They  must 
reach  out  to  and  connect  with  other 
companies  as  part  of  a  new  extended 
organization.  The  value  chain  between 


suppliers  and  customers  is  becoming 
electronic. 

M 

Today's  enterprises  are  locked  into  the 
technology  of  the  past  —  isolated  systems 
which  are  costly,  poorly  integrated,  difficult 
to  maintain,  and  hard  to  change 

There  are  few  if  any  sustainable  com- 
petitive advantages.  Companies  must 
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continually  innovate  to  compete,  and 
information  technology  is  at  the  heart  of 
more  and  more  innovations. 

Computers  have  come  out  of  the  back 
room  where  their  goal  was  reducing 
clerical  costs.  They  are  now  the  basic 
delivery  systems  for  products  and  ser- 
vices. 

In  this  competitive  environment 
business  units  of  a  company  need  new 
computer  applications  in  days  or  weeks, 
rather  than  months  or  years.  Some  fi- 
nancial products  in  the  banking  industry, 
for  example,  have  a  competitive  life 


span  of  a  few  weeks. 

Open  systems  adopters  say  that  the 
old  model  of  custom  software  devel- 
oped in  a  central  data  processing  shop 
was  too  expensive  and  slow. 

Essentially,  today's  enterprises  are 
locked  into  the  technology  of  the  past- 
isolated  data  processing  systems  which 
are  costly,  poorly  integrated,  difficult  to 
maintain,  and  hard  to  change.  These 
system  islands  make  it  harder  and  harder 
to  get  the  information  necessary  to  run  a 
complex  business.  They  prohibit  inte- 
grated computer  applications  required 


for  today's  enterprise  to  transform  itself 
for  competitiveness. 

Moreover,  these  system  islands  are 
self-perpetuating  as  applications  con- 
tinue to  grow,  often  at  rates  approaching 
25%  per  year. 

Rather  than  upgrading  their  current 
platform,  leading  organizations  are  set- 
ting out  on  a  course  of  migrating  to  the 
new  platform  based  on  linked,  inter- 
changeable parts. 

Sometimes  called  "client-server" 
computing,  the  new  paradigm  centers 
on  modular  networks  rather  than  the 


For  the  price 

ofoneAViiON7000 
you  can  save  $4,000,000 

(now  that's  a  lot  of  pizza!) 

Compared  to  a  huge  $4,100,000  mainframe,  the  new  AViiON  7000 
Open  System  gives  you  1 17  MIPS  of  mainframe  power-for  a 
starting  price  of  less  than  $100,000.  That  saves  you 
a  lot  of  dough!  How  did  we  do  if?  7000 
We  created  a  system  ^£^f£?jV<&)0° 
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Life  just  got 
a  whole  lot  easier! 

AV11ON  is  a  trademark  of  Data  General 
©  1991  Data  General 


that  has  a  brain 
you  can  fit  in  a  pizza  box! 
But  you  get  major 
mainframe  power. 
And  our  new  disk 
array  technology 
can  offer  you  up  to 

48  gigabytes  of 

cost-effective,  fault 
tolerant  storage.  These  terrific 
UNIX-based  systems  support  the  leading  databases, 
business  applications  and  communications  software. 
So  if  you  want  to  go  easy  on  your  budget,  call 

1-800-DATA  GEN 

And  then  go  order  a  pizza- 
you  deserve  it! 
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"host"  computers  of  old. 

The  research  shows  that  enterprises 
which  are  retooling  invariably  conclude 
the  new  paradigm  can  only  be  achieved 
through  the  adoption  of  standards. 

The  challenge  is  one  of  planning  for 
and  implementing  something  new — an 
enterprise  "architecture"  which  exploits 


through  a  global  computer  and  commu- 
nications infrastructure  which  ties  the 
corporation  together  worldwide.  This 
requires  "open"  standards. 

Caccamo  says  streamlining  business 
procedures  is  feasible  only  through 
"linking  systems  and  databases  to  serve 
the  business  in  a  way  that  'closed'  sys- 


means  our  trade  customers..,  supplier 
who  produce  bottles  and  cartons  for  us. 
and  across  the  51  countries  in  which  w 
do  business." 

Overall,  he  concludes,  "open  sys 
terns  is  right  for  Procter  &  Gamble' 
business.  It  is  the  way  we  operate.  I 
fact  it  is  part  of  our  business  strategy." 


Open  Systems  in  an  Open  World 


New  Business 
Environment 

'  changing  markets 
competition,  roles, 
requirements 


New  Geo-political 
Context 
•  open,  volatile,  global 
unpredictable 


New  Technology 
Paradigm 

'  open,  user-Centered 
network  computing 


The  New  Enterprise 

•  information  based, 
networked  open, 
organization 


SHIFT 


The  Standards-based 
IT  Architecture 

) — *" 

New  IT  Goals 
•  strategic  technology 

-  workgroup 

-  enterprise 
-external  value  chain 

Source:  OMR  Group,  Inc. 


the  new  technology  paradigm. 

A  case  in  point  is  Procter  &  Gamble. 
According  to  Chief  Information  Officer 
Frank  Caccamo  open  systems  enables 
the  company  to  pursue  key  business 
strategies. 

For  example,  globalization;  truly  glo- 
bal management  work  is  possible  only 


terns  were  never  designed  to  do." 

( )pcn  systems  also  enable  Proctor  & 
Gamble  to  develop  software  applica- 
tions "sooner  and  cheaper,"  he  says,  as 
well  as  to  link  up  with  customers  and 
suppliers.  "Most  important.,  is  the  broad 
acceptance  of  open  systems  in  the  in- 
dustry group  in  which  we  compete.  That 


THE  "STANDARDS-BASED 
ARCHITECTURE" 

As  a  result  many  enterprises  are  at 
tempting  to  define  an  enterprise-wid 
"architecture"  for  computing. 

Just  as  today's  office  tower  comple 
is  designed  according  to  an  architec- 
ture, enterprise  computer  systems 
require  a  similar  discipline  and  approach. 

This  was  not  much  of  an  issue  until 
recently. 

If  used,  the  term  "architecture"  typi- 
cally had  limited  meaning,  such  as  the 
design  of  a  single  data  processing  sys- 
tem, or  a  given  vendor's  product  strategy 
or  configuration  -  in  hindsight  perhaps 
better  called  a  "product  architecture." 

For  most  enterprises  there  was  no 
disciplined  organization  of  information 
technology  required  to  realize  a  busi- 
ness vision.  Rather,  their  "architecture" 
could  be  better  described  as  the  histori- 
cal sum  of  various  systems  implemented 
over  the  years  to  address  the  business 
requirements  of  the  day. 
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For  the  first  time  it  is  now  feasible  to 
plan  for,  and  achieve,  a  coherent,  evolu- 
tionary', enterprise-wide  architecture 
based  on  a  vision  of  the  needs  and  future 
of  the  enterprise. 

Information  technology,  standards, 
and  the  IT  industry  have  matured  to 
the  point  where  it  is  possible  to  define 


The  program  defined  the  new  archi- 
tecture as  "the  underlying  framework 
which  defines  and  describes  the  tech- 
nology platform  required  by  a  business 
to  attain  its  objectives  and  achieve  a 
business  vision.  It  is  the  structure  given 
to  information,  applications,  organiza- 
tional, and  technological  means;  the 


New  Technology  Paradigm 


SYSTEM 
SOFTWARE 

INFORMATION  FORMS 
PROCESSING 

TECHNOLOGY/ARCHITECTURE 
USER  INTERFACE 
APPLICATIONS 

'',  '  'vV  ~-*v'-"'        '•  *  ~  •  v. 

SOFTWARE  DEVELOPMENT 


ERA  r 

Host-based 
Vendor  proprietary 


ERA  li 

Netvwrk-bosed 


Vendor-neutral  portable 
at r o s s  har dwa r e  ' 


Separate  data,  text,  voice,  image     -»    Integration  of  data,  text, 

vok«,  image 


Traditional  Semi-conductor 
Based  on  vender  products 
Alpha- numeric  character  set 
Standalone 
{raft 


VENDOR/CUSTOMER  RELATIONSHIPS      Account  Control 


-*  Microprocessors 
-*   Based  on  open  standards  ' 
-»  -Graphical 
-*  Integrated 
Engineered 
■*   Mutti-vendoced  partnerships 


.Source,  OMR  Group.  Inc.'  N t  m       ft»r  Opctr'SviKcrm  '  ■  '  . 


an  architecture,  owned  by  the  enter- 
prise, and  independent  of  the  products 
of  computer  vendors.  The  goal  of  such 
an  architecture  is  to  provide  a  means  of 
cost-effectively  supporting  enterprise- 
level  requirements  while  at  the  same 
time  providing^,  platform  for  user-driven 
innovation  in  the  business  application 
of  technology  across  the  organization. 


groupings  of  components,  their  inter- 
relationships, and  the  principles  and 
guidelines  governing  their  design  and 
evolution  over  time." 

Because  such  architectures  must  be 
based  on  standards,  the  Strategies  for 
Open  Systems  team  coined  the  term 
"Standards-based  Architectures"  to 
highlight  the  issue. 


OPEN  STANDARDS  AND 
STANDARDS  WHICH  ARE 
OPENING 


The  research  showed  that  there  i| 
widespread  confusion  among  both  user 
and  vendors  regarding  standards  in  gen 
eral  and  specifically  what  constitutes  ; 
standard.  This  is  understandable  giver 
the  complexity  of  the  issue  and  the 
embryonic  stage  of  IT  standards  diffu 
sion. 

It  is  generally  realistic  and  appropri 
ate  to  take  a  broad  view  of  standards 
The  "standards"  in  a  standards-based 
architecture  can  be: 

•  open  (vendor  neutral  )or  proprietary 
(controlled  by  a  vendor  or  small  group  ol 
vendors) 

•  de  jure  (specifications  resulting 
from  formal  standards  organizations)  ot 
de  facto  (specifications  resulting  from 
widespread  acceptance  in  the  market- 
place) 

•  documents  (specifications  of  a 
standard)  or  products  (actual  imple 
mented  technology) 

Such  a  broad  definition  of  standards  is 
necessary.  While  the  research  shows 
that  the  addition  of  vendor-neutrality  to 
standards  provides  considerable  addi- 
tional benefit,  the  adoption  of  proprietary 
standards  (such  as  those  in  IBM's  Sys- 
tems Application  Architecture  —  SAA) 
can,  in  many  situations,  facilitate  the 
migration  to  architecture. 
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This  makes  sense  given  the  massive 
installed  base  of  proprietary  systems, 
the  long-term  challenge  of  migration 
and  coexistence,  and  the  fact  that  the 
dominant  proprietary  approach  — SAA 
—  is  becoming  more  open. 

Consequently,  a  comprehensive 
standards-based  architecture  may  in- 
clude standards  which  are  both  open 
and  opening. 

Further,  the  approach  embraces 
product  standards,  not  just  specifica- 
tions, and  given  the  current  level  of 
standards-based  product  development, 
standards  are  a  necessary  but  not  suffi- 
cient condition  to  link  architecture 
with  actual  implementation. 


OPEN  SYSTEMS  DON'I  SIMPLY 
PROVIDE  BENEFITS 

Through  standard  components  and 
interfaces,  organizations  can  create  a 
flexible  technology  platform  which  can 
address  constant  change  and  unpredict- 
able requirements.  Standards  enable 
architectures  to  be  modular,  vendor  in- 
dependent, and  loosely  coupled  with 
interchangeable  parts. 

Yet  at  the  same  time,  standards  can 
enable  the  construction  and  evolution 
of  coherent,  integrated  technology  en- 
vironments. These  provide  an  enterprise 
backbone  and  basis  for  computer  inter- 
action with  the  external  value-chain  of 


Open  Systems  Policy  Adoption  Doubling 
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suppliers,  consumers,  stakeholders,  a 
business  partners. 

Arguably,  it  is  superficial  to  disci 
the  "benefits"  of  open  systems. 

For  example,  in  hindsight,  it  was  s^Usu 
perficial  to  discuss  the  "benefits"  of 
previous  paradigm  shift  —  viewing  t 

world  as  flat  to  viewing  the  world  ^  - 

Kompute 

round. 


The  Strategies  for  Open  Systems  program  1 1 
is  addressinq  the  issue 


I 

fcap 


plan  for,  design,  migrate  to,  and  implement 


on 


The  case  presented  then  was  som 
thing  like:  "If  we  invest  in  the  roun 
world  view  and  can  exploit  this  new  vie 
we  can  reduce  the  costs  of  spices." 

The  savings  on  spices  of  the  paradigi 
shift  turned  out  to  be  relatively  minor,  £ 
will  computer  cost  savings  through  ope 
systems.  The  truly  significant  case  lie 
elsewhere  in  most  instances. 

Standards  in  general,  and  open  sy: 
terns  in  particular,  do  not  simply  provid 
"benefits."  They  are  becoming  impera 
tive  for  business  success  and  survival  i 
the  1990s  and  beyond.  ■ 
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>hape  the  Open  Systems  Future 


year's  Xtra  World  Congress  on  Open  Systems  promises 
,  according  to  one  influencial  source,  the  year's  most 
rtant  event  in  open  systems.  Why?  Because  it  will  be 
ne  open  systems  event  that  will  reshape  the  open 
ns  movement. 

ise  X/Open  has  recognised  that  users  are  the  power  for 
\e,  this  year's  Xtra  process  and  the  World  Congress  give 
a  unique  way  to  make  their  voices  heard. 

e  World  Congress  delegates  receive  the  results  of  the 
i  Survey  on  Open  Systems.  They  listen  to  the  opinions 
'0  of  the  most  influencial  users  in  keynote  speeches  - 

lucted  in  conjuction  with  Xtra'91  consultants,  DMR  Group, 
)Corld  Survey  on  Open  Systems  is  a  first  -  the  first 
lational  survey  of  user  priorities  in  open  systems. 

world  survey  was  made  possible  with  the  help  and 
;ration  of  15  separate  user  bodies  from  around  the  world 
iing: 

The  Association  of  French  UNIX  Users. 
Australian  Open  Systems  Users  Group. 
Computer  Users  of  Europe. 
The  Corporation  for  Open  Systems 
European  Telco  Information  Services  for  1992. 
The  German  UNIX  Users'  Group 
Petrotechnical  Open  Software  Corporation. 
Sigma  Systems  User  Group. 
UniForum  Sweden. 
UniForum  UK 
UniForum  USA 
X/Open  User  Council 


Paul  Strassmann,  of  the  Department  of  Defense  and  Dr  A 
Fred  Fath,  Head  of  Informatics  at  Boeing.  Delegates  also 
have  access  to  specially  selected  expert  panels  on  key  issues. 


They  also  have  the  vehicle 
to  shape     the  future.  NGRf„ 
By  participating  in  o^f"^ 
debating  key  issues  ^/-^ 
in  requirements^ 
workshops,      they  ^ 
define  the  agenda  for 
the  global  open  systems 
movement. 
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The  World  Survey 
onOpen  Systems 

The  results  will  be  presented  and  discussed  in  the  opening 
Congress  sessions. 


The  findings  will  also  be  important  in  helping  to  shape  the 
discussions  and  presentations  in  the  workshop  sessions  - 
technology  update  workshops  have  awareness  of  the  latest 
developments  as  their  primary  focus:  requirements  development 
workshops  will  define  and  refine  user  requirements  in  specific 
technology  areas. 

The  end  result  of  the  Congress  will  be  detailed,  focused  and 
practical  requirements,  agreed  at  an  international  level,  based  on 
the  best  knowledge  of  the  current  state  of  technologies  and 
products. 

We  recommend  you  register  now! 


The  World  Congress  on  Open  Systems.  Nov  13-15.  Washington  D.C. 


serve  a  place  at  the  Xtra  Conference,  complete  this  section  Name:   

nail  or  fax  it  to:  Xtra  1991  Conference,  DMR  Group  Inc.,  Job  Function:  .... 

Adelaide  Street  East,  Toronto,  Ontario  M5A  1N1,  Canada  Company:   

call     the     X/Open     Conference     Hotline     on:  Address:   

16  594  2035.  Fax: +1  416  861  0981.   

lease  reserve  my  place  at  this  year's  Xtra  World  Congress  Signed:   

:nclose  a  check  made  payable  to  DMR  Group  for  $695.00  Type  of  Business: 


harge  my  Mastercard/VISA  account   Telephone: 

ation  Date:    Fax:   

reservation  will  be  confirmed  within  28  days. 


WFERENCE  SESSION  DETAILS: 

k  only  one  workshop  per  session. 

e  are  multiple  sessions  to  enable  delegates  to 

id  topics  likely  to  be  popular,  but  to  ensure  this 

f  registration  is  recommended.  Details  of 

■tshops  are  noted  opposite. 

(NOVEMBER  1991 

>n  One  Options  -Technology  Updates  only- 
fainframe  Data  Access  in  a  Hybrid  Environment 
xurity  in  Open  Systems  Environments 
emplates  for  Open  Systems  Environments 

m  Two  Options  -Technology  Updates  only- 
volving  the  Open  Systems  Requirements  Process 
he  User  Interface  Issue 
'pen  Systems  Issues 

♦  NOVEMBER  1991 

>n  Three  Options  -Requirements  Development- 
Iainframe  Data  Access  in  a  Hybrid  Environment 
:curity  in  Open  Systems  Environments 
emplates  for  Open  Systems  Environments 
chnology  Update 

ltting  Open  Systems  into  a  de  Facto  Corporate  Environment 


Session  Four  Options  -Requirements  Development-  Workshops 
continue  fron  Session  Three. 

Mainframe  Data  Access  in  a  Hybrid  Environment 
Security  in  Open  Systems  Environments 
Templates  for  Open  Systems  Environments 
or  Technology  Update 

□  System  and  Network  Management  and  Administration 

Session  Five  Options  -Requirements  Development- 

□  Templates  for  Open  Systems  Environments 

□  Evolving  the  Open  Systems  Requirements  Process 

□  The  User  Interface  Issue 
or  Technology  Update 

□  Open  Systems  Application  Support 

Session  Six  Options  -Requirements  Development-  Workshops 
continue  from  Session  Five 

Templates  for  Open  Systems  Environments 
Evolving  the  Open  Systems  Requirements  Process 
The  User  Interface  Issue 


or  Technology  Update 

□    Open  Microphone 


lc/Open 
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MIGRATING  TO  A  STANDARDS-BASED  ARCHITECTS 


BARRIERS  TO  OPEN  SYSTEMS 

There  has  been  considerable  recent 
discussion  in  the  computer  industry 
and  amongst  various  organizations  re- 
garding "barriers"  to  the  adoption  of 
open  systems. 

Many  have  argued  that  the  funda- 
mental problems  are  the  immaturity  of 
open  systems  standards,  technical  limi- 
tations of  the  Unix  operatingsystem  and 
other  open  systems  technologies,  lack  of 
open  systems  applications,  and  the  like. 

These  views,  while  sometimes  hold- 
ing a  grain  of  truth  are  misleading,  as 
proven  by  the  fact  that  thousands  of 
North  American  enterprises  are  suc- 
cessfully exploiting  open  systems. 

Throughout  the  Strategies  for  Open 
Systems  investigation  to  date,  two 
dominant  barriers  to  the  widespread 
exploitation  of  the  new  technology 
paradigm  emerged. 

One  is  a  simple  lack  of  awareness  and 
knowledge.  Massive  confusion  exists  in 
the  marketplace  regarding  most  issues 
of  technology,  standards,  opportunities, 
myths,  and  management  issues  regard- 
ing open  systems. 

Over  half  of  the  information  systems 
executives  surveyed  indicated  frankly 
l  that  their  organization  didn't  have  the 


knowledge  and  expertise  to  evaluate 
the  merits  and  disadvantages  of  open 
systems. 

It  is  said  in  real  estate,  that  the  three 
top  factors  determining  value  are  loca- 
tion, location,  followed  by  location. 
When  it  comes  to  barriers  to  open  sys- 
tems the  main  barriers  are  confusion, 
confusion  and  confusion. 


\ 


Perhaps  the  biggest  challenge  surrounding 

open  systems  and  standards-based 
implementation  efforts  is  determining  how  to 
best  proceed  -  how  to  get  from  here  to  there. 

The  Strategies  for  Open  Systems  pro- 
gram was  designed  in  part  to  help 
overcome  this  problem  and  bring  clarity 
to  the  marketplace. 

The  second  fundamental  barrier  is 
the  lack  of  a  process  whereby  organiza- 
tions can  assess  the  merits  of  a 
standards-based  architecture  and  then 
proceed  to  its  definition  and  imple- 
mentation. The  project  team  was  told 


over  and  over  again  that  the  old  a 
proaches  are  inadequate  for  the  task 
the  new  architecture. 

Examples  from  the  survey  questio 
naire  are:  "We  don't  have  a  language  f 
discussing  architecture  so  we  can't  eve 
get  started  talking  to  each  other."  "W 
don't  really  know  what  questions  to  a: 
ourselves."  "Who  should  be  involved 
this  process  and  at  what  points  and  how 
"How  can  we  determine  where  stai 
dards  make  sense?"  "How  can  we  fun 
such  a  big  change  in  our  technology 

The  trick  is  to  create  a  process  whei 
past  investments  in  systems  are  pn 
tected,  yet  where  new  investmen 
contribute  to  the  desired  future  rath 
than  perpetuating  the  past 

The  program  is  tackling  this  problen 

It  has  developed  an  approach  fc 
organizations  who  want  to  defin 
and  implement  an  architecture  base 
on  standards,  and  addresses  some 
the  key  migration  and  implementatio 
issues  organizations  are  facing  today 

The  approach  was  developed  throug 
interviews  and  working  groups  wit 
commercial  and  government  organiza 
tions  and  then  field  tested  and  refine 
in  a  number  of  client  engagement 
across  North  America. 


Kt  Iron 
Iksta 
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CHIEVING  A  STANDARDS- 
ASED  ARCHITECTURE 

Yogi  Berra,  paraphrasing  Lewis 
laroll,  once  said  "if  you  don't  know 
'here  you  are  going  you  end  up  some- 
lace  else." 

According  to  Burnes  Hollyman,  a 
rincipal  author  of  the  new  approach, 
perhaps  the  biggest  challenge 
urrounding  open  systems  and  stan- 
ards-based  implementation  efforts  is 
etermining  how  to  best  proceed  -  how 
)  get  from  here  to  there." 

The  standards-based  architecture  is 
ased  on  a  number  of  elements  which 
o  not  appear  in  traditional  technology 
lans. 

These  include  a  new  approach  to 
rchitectural  principles;  definition 
nd  modelling  of  an  information  tech- 
ology  (IT)  infrastructure  consisting  of 
;eneric  architectural  components  — 
ommon  across  the  enterprise;  and 
doption  of  a  set  of  industry  standards, 
upported  by  products  and  technologies 
hat  adhere  to  those  standards. 

It  also  includes  a  process  whereby 
inks  to  a  business  vision  as  well  as  orga- 
lizational  "buy-in"  can  occur. 

Hollyman  says  "The  approach  devel- 
iped  is  simple.  It  uses  common  sense 
nd  it  involves  people.  It  is  based  on  a 
mncipal  of  W.E.  Demming  —  the 
ather  of  total  quality  management  — 
hat  people  buy  into  standards  out  of 


World  Congress  on  Open  Systems 
to  Chart  Future 


Products  based  on  common  standards 
benefit  technology  users.  But  how  do 
users  make  sure  that  the  standards  - 
and  the  resulting  products  -  truly  meet 
their  needs? 

In  the  traditional,  proprietary  world, 
the  manufacturers  make  the  decisions 
based  on  various  inputs,  including 
vendor-oriented  "user  groups." 

These  groups  (e.g.  IBM's  GUIDE,  DEC's 
DECUS)  share  experiences  and  express 
requirements  to  their  vendors.  Some 
suppliers  agree  to  respond  formally  to 
such  requirements  in  statements  of 
product  direction,  resulting  in  a  level  of 
accountability. 

This  "many  (customers)  to  one 
(supplier)"  approach  is  inadequate  in 
the  open  systems  world.  With  open 
systems,  requirements  need  to  be 
translated  into  widely  accepted  written 
specifications  (i.e.  standards)  before 
they  are  turned  into  vendor  products. 
Because  the  goal  is  industry-wide 
standards,  a  "many  (customers)  to 
many  (suppliers)"  model  is  needed. 

The  X/Open  consortium  has  been 


building  such  a  model  since  1 989, 
called  the  Xtra  user  requirements 
program.  Its  membership  includes 
many  influential  users  and  suppliers, 
providing  a  forum  for  multilateral 
communication  and  multi-vendor 
accountability. 

The  major  event  of  Xtra  1991  is  the 
World  Congress  on  Open  Systems 
November  13-15  in  Reston,  Virginia. 
It  includes  status  updates  on  ten  key 
technology  areas,  plus  workshops  in 
which  attendees  define  requirements 
and  vote  on  priorities.  A  key  input  to 
this  event  is  the  first  world  survey  of 
leading  edge  open  systems  users  in 
North  America,  Europe,  Japan  and 
Australia. 

Further  information  is  available 
through  X/Open  at  (416)  594-2035. 

Other  important  upcoming  events 
include  the  UniForum  trade  show  and 
conference  "UNIX  the  Open  Advan- 
tage" to  occur  in  San  Francisco  in 
January  1 992,  and  the  Enterprise 
Networking  Event  (ENE  '92) 
sponsored  by  Society  of  Manufactur- 
ing Engineers. 


ery  best  PCs. 


It's  really  quite  easy.  Just  look  for  PCs  that 
ive  a  genuine  Intel  microprocessor  inside. 
therthelntel386,™  Intel386SX,  InteB86SL, 
itel486™  or  Intel486  SX  microprocessor. 

Intel  is  the  world's  leader  in  micropro- 
issor  design  and  development.  In  fact,  Intel 
itroduced  the  very  first  microprocessor.  So  with 
itel  inside,  you  know  you've  got  unquestioned 
3mpatibility  and  unparalleled  quality.  And  you'll 


know  you  're  getting  the  very  best  PC  technology. 

So  look  for  the  Intel  Inside  symbol  on  ads  for 
leading  PCs.  Or  call  800-548-  4725  for  more  informa- 
tion. It'll  show  you've  got  an  eye  for  spotting  the  best. 

intei. 

The  Computer  Inside.™ 


el386,  Intel486  and  the  Intel  Inside  logo  are  trademarks  of  Intel  Corporation.  All  rights  reserved  ©1991  Intel  Corporation 
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rational  self-interest.' 

"The  process  helps  organizations  de- 
fine their  self-interest  and  where  and 
what  standards  make  sense,"  he  says. 

A  number  of  recommendations  flow 
from  the  new  view  of  migrating  to  stan- 
dards-based architectures. 

•  Emphasize  the  process  ofplanning, 
not  the  plan.  Experience  has  shown  that 
architecture  projects  are  first  and  fore- 
most challenges  of  organizational 
change,  not  technology.  Typically  in- 
herent in  the  new  approach  to 
architecture  is  a  new  culture  and  a 
new  vision  of  how  technology  can  sup- 
port the  business.  The  process  should 
seek  to  achieve  organizational  change 
around  a  shared,  participative  process. 

•  Architectural  vision  should  be 
owned  jointly  by  the  Information  Sys- 
tems department  and  the  business  units. 
With  the  dispersion  of  many  IT  respon- 
sibilities, business  unit  professionals 
are  stakeholders  in  IT  architecture  and 
need  to  have  joint  ownership  for  it  and 
be  central  to  its  creation.  We  recom- 
mend that  if  you  are  not  going  to  involve 
key  business  stakeholders  in  the  pro- 
cess, don't  bother  undertakinga  process. 
The  result  will  be  an  interesting  docu- 
ment, rather  than  a  real  change  in  the 
enterprise  and  its  capacity  to  compete. 

•  Architecture  planning  should  be 
business,  not  technology,  driven.  The 
process  is  oriented  to  aligning  informa- 
tion svstems  with  the  business;  linking 


with  key  business  dmers  through 
architectural  principles  and  key  archi- 
tectural models  on  the  one  hand,  and 
the  involvement  of  business  practitio- 
ners on  the  other. 

•  Focus  on  migration,  not  only  on 
the  issue  of  target  architecture.  The 
research  shows  that  the  issue  of  "how  do 
we  get  from  here  to  there"  is  as  impor- 
tant as  defining  the  ultimate  destination. 

•  Design  for  continuous  change. 
Through  principles,  generic  models  and 
adoption  of  standards,  and  continual  it- 
eration, seek  to  create  a  systems 
environment  which  evok  es  and  changes 
continuously  rather  than  being  cast  in 
concrete. 

•  While  the  planning  horizon  may  be 


longer  term,  emphasize  action  anil 
delivery  of  short-term  results  whicBj 
can  be  of  immediate  benefit  to  the  orgajl 
nization.  An  architectural  process  call 
only  be  sustained  through  successdM 
which  effect  the  performance  of  thl 
enterprise.  As  such,  it  should  investWI 
gate  specific  opportunities  to  implemenH 
new  paradigm  systems  and/or  standardly 
prior  to  the  completion  of  the  broadel 
architectural  process. 

•  Do  not  create  separate  "architect^ 
tures"  for  applications,  information!, 
technology,  and  work  organization  ali 
has  been  typically  done.  Rather,  focul 
on  creating  four  views  of  a  single  archil 
tecture,  emphasizing  the  definition  ol 
common  elements  among  them. 


ARCHITECTURAL  MODELLING  FRAMEWORK 

Strategic     "  i 
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Je  Built  InThe 
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rom  the  inventors  of  the  world's  first 
illy  upgradeable  computers,  comes 
te  first  family  of  professional  busi- 
ess  PCs  designed  especially  for  to- 
ay's  new  office  standard.  Presenting 
te  Premium  II  line  from  AST  — 
;aturing  AST's  exclusive  Cupid-32™ 
pgradeability. 

Cupid-32  allows  you  to  upgrade 
U  of  your  system's  dynamic  com- 
onents  —  including  processor  and 
ache  memory  —  from  386SX/20  to 
86/33  power  with  a  single,  simple 
oard  replacement.  And  because  the 
pgrade  is  quick  and  easy,  you  can 
istall  it  yourself  on  site.  You  won't 
)se  time  putting  files  on  a  new  hard 
rive,  moving  boards  over  to  a  new 
machine,  or  disrupting  your  file 
erver. 

Now  we've  applied  this  innova- 
ive  technology  to  a  new  family  of 
omputers.  Our  Premium  II  sys- 
ems  are  built  for  the  way  people 
vork  today.  They're  thoughtfully 
lesigned  —  compact,  easy-to- 
>perate,  and  quiet.  They  also  offer 
j  wealth  of  integrated  features, 
ncluding  Super  VGA  support, 
I  MB  of  standard  RAM  (upgrade 
ible  to  80  MB  system  total),*  an 
DE  hard  drive  interface  with 


support  for  two 
hard  drives,  and 
four  easy  access 
ports.  And  of 
course,  they're 
all  designed  with 
our  patent-pend- 
ing Cupid-32 
upgradeability. 

With  a  choice  of  performance 
levels  -  including  386SX  '20,  386/33, 
486SX/20  and  486/33  versions  — 
and  Cupid-32  upgradeability,  you'll 
always  have  the  power  you  need  to 
get  the  job  done  right,  whether  it's 
an  everyday  Windows™  application 
like  word  processing  or  professional 
business  graphics,  or  a  more  de- 
manding task  such  as  CAD/CAM  or 
software  development. 


For  more  information  about 
AST's  family  of  Cupid-32  upgradeable 
Premium  II  computers,  and  the  loca- 
tion of  the  AST  dealer  nearest  you, 
call  1-800-876-4AST.  Or,  use  our 
electronic  bulletin  board,  AST  On- 
Line!,  (714)  727-4723. 

*  The  Premium  11  386SX  20  features  2  MB  standard  RAM  expandable 
to  16  MB  system  total 

AST  markets  products  worldwide,  for  more  information  call  AST 
International  on  (714)  727-9292  or  fax  to  (714)  727-9360  AST  is 
a  supplier  to  U.S  government  agencies.  General  Service  Contract 
Number  GS00Kti$AGS6418-PS02  AST  AST  logo  and  Premium 
registered  and  Cuptd-32.  Cuptd-32  logo  trademarks  AST  Research. 
Inc  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All 
other  brand  and  product  names  are  trademarks  or  registered 
trademarks  of  their  respective  companies  Copyright  S  1991  AST 
Research.  Inc  All  rights  reserved 


COMPUTER 

The  Pdwer  Of  Qioice, 


■Res 


Premium  n  386SX  - 20 


Premium  n  386  33 


Premium  D  486SX  '20 


Premium  Z7  486  33 
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•  Drive  down  to  the  actual  delivery 
of  systems,  end-user  tools  and  facilities. 
A  key  problem  of  traditional  architec- 
tures was  often  the  big  "so  what?"  By 
failing  to  link  with  the  actual  acquisition 
of  technology  and  construction  of  sys- 
tems, the  raison  d'etre  of  an  architectural 
process  broader  than  a  specific  applica- 
tion design  is  typically  undermined. 

THE  STANDARDS-BASED 
ARCHITECTURE  FRAMEWORK 

An  architectural  framework  was  de- 
veloped to  support  the  new  planning 


process. 

The  primary  use  of  the  framework  is 
to  model  the  target  IT  architecture. 
These  models  then  provide  the  basis  for 
defining  standards  and  guidelines  for 
component  design  and  acquisition. 

The  framework  is  also  used  to  des- 
scribe  the  major  steps  in  a  migration 
strategy  to  bridge  the  current  and 
target  architectures.  Consequently,  it 
can  be  used  to  update  the  progress  to- 
wards the  target,  as  well  as  to  adjust 
architectural  plans  to  reflect  changes  in 
business  direction  or  unforeseen  tech- 
nology advances. 


"Architecture  is  also  in  the  eye  of  the 
beholder",  says  Arthur  Caston,  co-au- 
thor of  the  new  approach. 

He  argues  that  an  architectural 
framework  "must  support  the  commu- 
nication needs  and  viewpointsof  various 
interest  groups  both  within  and  outside 
the  systems  department." 

The  Business  Modal  provides  the  basis 
for  reflecting  the  strategic  use  of  IT;  the 
domain  of  the  executive  group  and  stra- 1 
tegic  business  planners.  It  is  used  to  I 
show  how  the  operation  of  the  business  I 
will  benefit  from  the  transformation  I 
changes  enabled  by  IT.  It  provides  the  h 
business  strategists'  views  of  the  archi-  lb 
tec  t  ure. 

The  Work  Organization  Model  is  used  to 
describe  the  impact  on  business  opera- 
tions at  the  work  group  and  user  level. 
It  is  used  by  organizational  change  de- 
signers to  manage  the  impact  of 
introducing  new  IT  systems.  It  pro- 
vides the  users'  views  of  the  architecture. 

The  Application  Model  is  used  to 
describe  those  functions  of  an  organiza- 
tion which  can  be  supported  or 
automated  through  IT.  It  is  used  for 
grouping  or  clustering  functions  into 
applications.  It  provides  the  application 
developers'  views  of  the  architecture. 

The  Information  Model  is  used  to  de- 
scribe the  information  resources  of  the 
organization  and  their  inter-relation- 
ships.    It  is  used  to  support  data 


Don't  Make  a  Systems  Decision 
Until  You  Talk  To  Us 

Before  "open  systems"  was  a  buzzword,  The 
Amethyst  Corporation  saw  how  they  worked 
better  for  business.  With  10  years  of  experience, 
we'll  help  you  improve  your  business  with  cost- 
effective  custom  software  solutions  that  give  you 
the  quality  of  information  you  need.  Call  today. 

■  Relational  database  design 

■  I  "NIX  and  SQL-based  systems  development 

■  Systems  implementation 

■  Technology  planning 


The  Amethyst  Corporation 


Management    &   Systems  Consultants 
Chicago,  Illinois  312.726.4645 
Troy,  Michigan  313.362.2333 
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iodelling  and  resulting  data  base  and 
icument  storage  design  requirements. 
.  provides  the  information  resource 
ianagers'  views  of  the  architecture. 
The  Technology  Model  is  used  to  define 
id  describe  the  components  of  the 
;chnology  infrastructure  which 
jpport  the  other  architectural  models. 
:  is  in  this  area  that  the  enabling  effect 
f  standards-based  architectures  is  felt 
le  most.  The  technology  model  pro- 
ides  the  technology  managers'  views 
f  the  architecture. 

Although  each  of  these  views  is 
important  in  its  own  right,  the  inter- 
elationships  between  the  various 
lodels  are  what  determine  the  overall 
ffectiveness  of  the  IT  architecture. 

HE  CHALLENGE  OF  MIGRATION 

Knowing  the  ultimate  destination  is  a 
>eginning.  Knowing  the  route  is  as  es- 
ential. 

As  with  travel,  one's  starting  point, 
neferences,  travel  ot>jectives,  available 
unds,  attitudes,  time  available, 
knowledge  and  culture  of  passengers 
md  drivers  will  determine  the  route. 
For  a  complex  journey  it  is  likely  that 
io  two  routes  will  be  the  same. 

Walter  De  Backer,  former  Director 
if  Informatics  for  the  Commission  of 
European  Communities  has  made  con- 
siderable progress  in  moving  the  CEC  to 


a  standards-based  architecture.  One 
conclusion  is  that  strategy  is  a  very 
unique  proposition.  "No  two  organiza- 
tions which  adopt  open  systems  will 
have  the  same  migration  path"  he  says. 

Toenable  enterprises  to  develop  their 
own  unique  routes,  the  Strategies  for 
Open  Systems  program  developed  a 
step-by-step  process  to  achieve  a  target 
architecture,  a  route  to  it,  and  buy-in 
from  key  people  in  the  organization. 

The  process  is  built  around  the  archi- 
tecture planning  framework  introduced 
earlier. 

Each  step  is  intended  to  create  spe- 


cific deliverables  which  then  guide  the 
subsequent  step,  although  some  over- 
lap in  activities  is  possible,  using  the 
framework  as  a  common  reference  point. 
Experience  to  date  indicates  that  enter- 
prises find  the  process  useful  in  making 
the  transition  to  the  new  IT  platform. 

1.  Architectural  Framework:  in  this  stage, 
a  general  definition  of  the  current  envi- 
ronment and  architectural  direction  for 
the  target  architecture  is  sketched  out 
and  rendered. 

2.  Baseline  Definition:  the  current  appli- 
cation and  technology  "foundation"  is 
inventoried  and  documented. 
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3.  Target  Architecture  Definition:  a  target, 
standards-based  architecture  is  defined 
and  "blue-printed." 

4.  Implementation  Opportunity  Identifica- 
tion: opportunities  for  specific  system 
implementations  are  sorted  into  payoff 
categories,  including  the  identification 
of  "quick  hit"  opportunities. 

5.  Migration  Options:  alternative  "con- 
struction" options  for  the  new  target 
architecture  are  defined  and  evaluated. 

6.  Harvesting  Benefits:  short-term  pay- 
off programs,  derived  from  the  new 
standards-based  architecture,  are  iden- 
tified,  categorized  and,  where 
appropriate,  harvested. 

7.  Reality  Testing  the  Architecture:  "stress 
tests"  of  the  new  architecture  are  made 
on  a  continuous  basis  to  ensure  that 


the  new  architecture  works.  It  is  modi- 
fied as  the  business,  organization  and 
technology  changes. 

"JUST  DO  IT!" 

De  Backer  says  that  the  need  for  en- 
terprises to  begin  a  migration  process  is 
urgent.  The  longer  an  enterprise  waits, 
the  greater  the  inertia  and  investment 
in  its  legacy  systems  -  in  turn  demand- 
ing conversions  to  the  new  platform 
rather  than  orderly  migration.  "Con- 
versions are  expensive,  disruptive  and 
conflict  with  business  priorities,"  he  says. 

The  program  team  dubbed  this  the 
Nike  Law  —  "Just  do  it!"  It  is  recom- 
mended that  organizations  undertake  a 
process  to  define  and  migrate  to  a  stan- 


tect  past  investments  in  computing. 
It  also  insures  that  new  investments 
build  for  the  future  rather  than  per- 
petuate the  technology  islands  of  the 
past. 

As  the  business  environment  be- 
comes more  competitive;  as 
technology  matures;  and  time  passes 
the  opportunities  and  perils  are  grow- 
ing. With  enterprise  effectiveness 
and  competitiveness  on  tUtable.  the 
stakes  are  becoming  considerable.  H 


Written  by  Don  Topstott,  Vice  President,  Tech- 
nology, based  on  work  of  the  Emerging  Tech- 
nologies team  at  OMR  Group,  Inc.,  a  2,500 
person  international  information  systems  con- 
sulting company.  Inquiries  in  the  United  States 
may  be  directed  to  61 7-237-0087;  In  Canada, 
416-363-8661. 
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217.2 

Latest 


-0.3 
0  4 
05 
0  4 


21.0 
27.0 
40  4 
27.7 


%  change  (local  currency) 
Week  52-week 


90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

TECHNICAL  INDICATORS 


5  22% 
7.84% 
3.1% 
19  9 

Latest 


5.31% 
7.90% 
3.1% 
19  8 

Week  ago 


7.4% 
8.9% 
3.2% 
13  5 

Reading 


FINANCIAL  TIMES  100) 
IKKEI  INDEX) 
(TSE  COMPOSITE) 


2644  2 
24,375  1 
3392.8 


1  8 
3  4 

0.1 


26.7 
8.4 
6  7 


S&P  500  26-week  moving  average  382.3  381.9  Positive 

Stocks  above  26-week  moving  average           52.3%              50.6%  Negative 

Speculative  sentiment:  Put/call  ratio                0.43                 0.41  Positive 

Insider  sentiment:  Vickers  sell/buy  ratio           2.91                 3.06  Negative 


STRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 
%  change 


ELK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

15.8 

104.3 

MATTEL 

21.6 

75.9 

31 

WILDING 

13.7 

99  1 

KAUFMAN  &  BROAD  HOME 

15.2 

96.3 

13  'A 

RAGE  FIRMS 

11.2 

122  2 

A  G.EDWARDS 

19.8 

188.4 

31 

NAL  LOANS 

5.9 

88  6 

BENEFICIAL 

6.9 

68.3 

65  5/e 

AARXET  AUTO  PARTS 

5.8 

62.7 

GOODYEAR  TIRE  &  RUBBER 

14  1 

156.6 

43  5/s 

'EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

INDUCTORS 

-15.2 

7.2 

ADVANCED  MICRO  DEVICES 

-27.3 

75.6 

9 

WHOLESALERS 

-12.1 

12.6 

SYSCO 

-17.0 

22.3 

38  3/e 

ID  GAS  DRILLING 

-10.3 

-37.7 

ROWAN 

-15.7 

48  7 

7  y8 

FAL  MANAGEMENT 

-10.0 

5.5 

COMMUNITY  PSYCHIATRIC  CENTERS 

-39.0 

-34  7 

16 

ELL  EQUIPMENT  AND  SERVICES 

-9.8 

-6.8 

BAKER  HUGHES 

13  4 

-19.4 

23  % 

AL  FUNDS 


S 

; total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

HEIMER  GLOBAL  BIO-TECH 

14.0 

FIDELITY  SELECT  ENERGY  SERVICE 

-9.2 

iPANESE  SMALL  COMPANY 

12.0 

FIDELITY  SELECT  ELECTRONICS 

-9.0 

MITE D  KINGDOM  SMALL  COMPANY 

9  4 

CARNEGIE-CAPPIELLO  GROWTH 

-6  3 

total  return 

% 

52-week  total  return 

% 

IHEIMER  GLOBAL  BIO-TECH 

APITAL  DEVELOPMENT 

CIAL  STRATEGIC  FINANCIAL  SVCS. 

125.2 
98.2 
92.2 

RUSHM0RE  PRECIOUS  METALS  INDEX  PLUS 
STRATEGIC  INVESTMENTS 
STRATEGIC  SILVER 

-32.2 
-31.3 
-29.7 

fc^H  S&P  500 

4-week  total  return 


MORNINGSTAR  INC. 


1    I     Average  fund 

52-week  total  return 


TIVE  PORTFOLIOS 


|  mounts 

it  the  present 
.  $10,000 

i  one  year  ago 
I  portfolio 

:  ges  indicate 
total  returns 


U.  S.  stocks 
$12,465 

+0.38% 


UJ 


Treasury  bonds 
$12,351 

+0.88% 


Foreign  stocks 
$11752 

+2.09% 


llll 


Money  market  fund 
$10,569 

+0.10% 


DATA  RESOURCES  INC 


Gold 
$8,662 

+0.57% 


this  page  are  as  of  market  close  Wednesday,  October  2,  1991,  unless  otherwise  indicated. 
Dups  include  S&P  500  companies  only,  performance  and  shore  prices  are  as  of  market  close 


October  1 .  Mutual  fund  returns  are  as  of  September  27.  Relative  portfolios  are  valued  as  of  October  1  A 
more  detailed  explanation  of  this  page  is  available  on  request 
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NOW,  LET  THE  ARMS  CUTS 
REALLY  BEGIN 


Tactical.  Strategic.  These  familiar  words  go  a  long  way 
toward  explaining  the  great  advantages— and  the  huge 
gaps— in  President  Bush's  offer  to  unilaterally  eliminate 
virtually  all  U.  S.-deployed  short-range  nuclear  weapons  and 
to  relax  the  nuclear  alert  that  has  been  on  for  45  years 
(page  40). 

By  pulling  out  nuclear  artillery  shells  and  short-range 
ballistic  missiles  from  the  Continent,  the  President  catches 
up  to  a  Europe  that  has  been  running  in  fast-forward.  Many 
of  those  tactical  weapons  were  designed  to  strike  East 
Germany,  now  merged  with  West  Germany  and  hence  a 
NATO  member.  They  were  about  to  become  a  major'  political 
headache  for  the  West.  And  rather  than  wait  to  find  out 
what  kind  or  kinds  of  governments  he'll  be  negotiating 
with  in  Moscow,  Bush  will  lead  by  example.  If  Moscow  re- 
sponds by  eliminating  its  short-range  nuclear  arsenal,  much 
of  it  located  in  restive  republics,  it  will  destroy  four  times 
the  number  of  U.  S.  tactical  nuclear  weapons. 

Diplomatically,  the  President  will  reap  benefits.  He'll  im- 
prove alliances  with  Japan  and  New  Zealand  strained  by  the 
presence  of  nuclear-armed  U.  S.  warships.  And  Bush  will 
demonstrate  that  nuclear  weapons  aren't  essential  to  keep 
the  peace  in  North  and  South  Korea.  Indeed,  removal  of  the 
U.S.  nuclear  weapons  will  open  the  way,  Pyongyang  says, 
for  international  inspection  of  North  Korea's  nuclear  instal- 
lations. 

Unfortunately,  the  President's  longer-range  vision  isn't 
so  acute.  He  continues  funding  for  a  B-2  bomber  and  a 
space  defense  program  that  could  reverse  the  arms-control 
progress  of  recent  years.  And  he  asks  Moscow  to  agree  to  a 
ban  on  land-based,  multiple-warhead  missiles  that  would 
leave  the  U.  S.  and  its  more  numerous  submarines  with  a 
destabilizing  advantage.  If  the  President  wants  to  align  his 
strategic  vision  with  his  tactical  brilliance,  a  better  route 
would  be  to  push  for  another  round  of  overall  cuts  in  long- 
range  missiles.  That  would  balance  and  reduce  the  super- 
power arsenals,  enhance  stability,  and  demonstrate  that 
Washington's  arms-control  thinking  extends  far  beyond  tac- 
tical advantage. 


CONSOLIDATION:  CURE 
OR  DISEASE? 


The  history  of  the  corporation  is  full  of  transitory  fash- 
ions in  arranging  large  organizations.  The  holding 
company,  the  conglomerate,  vertical  integration— all 
have  had  their  day.  Now,  taking  advantage  of  an  erosion  in 
the  clout  of  U.  S.  antitrust  laws  within  the  Bush 
Administration  because  of  doctrinal  reasons  as  well  as  the 
perceived  threat  of  international  competition,  many  U.  S.  cor- 
porations are  embracing  their  largest,  most  direct  rivals  in 
strategic  alliances  and  outright  mergers  (page  86). 


It  is  possible  that  consolidations  can  improve  t 
ciency  of  U.  S.  industry.  But  for  that  to  happen,  t 
combinations  will  have  to  avoid  the  practices  thaj 
"combines"  a  bad  name.  They  could  exacerbate  many! 
worst  problems  of  our  business  culture  without  solvii 
of  them.  Consolidations  are  notoriously  the  result  ofj 
term,  immediate  needs.  There  is  a  danger  that  the 
place  an  unhealthy  emphasis  on  quick  profits,  risk-averj 
porate  cultures,  financial  bureaucracies,  and  price  adv| 
instead  of  building  the  business. 

On  top  of  that,  the  motivation  of  many  recent  con 
tions  has  nothing  to  do  with  making  a  better  produc 
foundation  of  any  business.  They  have  focused  on  c 
costs  by  closing  manufacturing  facilities,  reducing  th( 
force,  and  eliminating  duplication  in  research  and  d€ 
ment.  In  short,  they  often  hold  a  pencil-pusher's  view 
tionalizing  businesses,  and  that  is  no  way  to  gei 
growth,  conquer  new  markets,  or  improve  quality. 

To  compete  internationally,  U.  S.  companies  need 
range  planning,  a  commitment  to  quality,  generou; 
and  a  premium  on  risk-taking.  If  the  consolidation  mov 
puts  a  damper  on  all  those  virtues,  it  will  prove  t( 
been  a  disaster. 


SPURN  CLOAKED  SUITORS 
CORPORATE  AMERICA 


What's  a  spook  to  do?  Since  its  founding  i 
the  Central  Intelligence  Agency  has  had  im 
mary  duty  of  figuring  out  what  the  Sovie  I 
tary  is  up  to.  But  with  the  meltdown  of  the  1 1 
Communist  Party  and  the  Soviet  Union  itself,  the  CIA  i  I 
ing  about  for  a  new  mission  to  justify  its  $3.2  billion  b  I 
Many  on  Capitol  Hill  and  in  business  and  intelligence  I 
think  economic  intelligence-gathering  is  the  answer.  | 
should  think  again. 

The  notion  is  that  the  agency  should  use  its  intell 
operations  to  help  halt  the  erosion  of  America's  comp 
edge  by  blocking  theft  of  U.  S.  trade  secrets  and  ev 
reting  out  foreign  business  secrets  for  U.  S.  companies 
96).  But  the  CIA's  track  record  in  economic  analysis  is 
couraging.  Some  90%  of  the  agency's  resources  hav 
dedicated  to  analyzing  the  Soviet  Union,  so  the  agency 
reading  of  the  Kremlin's  economic  crisis  hardly  in; 
confidence.  The  quality  of  CIA  analyses  of  other  eco| 
trends  is  mixed. 

Suggestions  that  the  CIA  spy  for  U.  S.  compani 
even  more  troubling.  Deciding  which  American  com 
would  get  the  trade  secrets  that  the  CIA  picks  up  woi 
a  nightmare.  "If  you  find  out  that  Toyota  is  develop 
new  combustion  engine,  do  you  tell  GM,  Ford,  or  Chr 
and  how  do  you  tell  them?"  asks  one  intelligence  exp 
As  a  superpower  with  a  wealth  of  technology  to  pr 
the  U.  S.  probably  needs  some  help  from  intelligence  se 
in  thwarting  the  theft  of  trade  secrets  and  gathering 
mation  that  the  Commerce  Dept.  and  private  think 
can't  get.  But  policymakers  should  be  skeptical  about 
ing  economic  intelligence  a  big  new  CIA  account. 
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f She  looks  even  better  when  sheV 

L walking  toward  you. 
d  she  drinks  Johnnie  Walker  Red!' 


INTRODU* 

TO  THE  ALL-Nk 


If  you've  always  believed  the  only  way  to  get  an  agile,  aero-styled,  high-performa 
sedan  was  to  buy  small,  you're  in  for  a  big  surprise.  It's  time  to  forget  the  past, 
and  get  to  know  the  all-new  1992  Pontiac  Bonneville® 

Under  its  beautifully  redesigned  shape  lurks  a  potent  170  horsepower  3.8b 
Pc?.-r«r»a  rei  with  tuned  port  sequential  fuel  injection  locked  onto  an  advan 
4-speed  automatic.  AvailahlfiPTMJJM»Ji#7JgT^ganria  precision- 
engineered,  road-gripping  sport  suspension  for  outstanding  control,  stopping 
or  steering.  Available  advanced  EgggBtSSZZZS  f°r 
superb  power  application  on  slippery  surfaces. 
Bonneville  even  features  a 
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Conventional  business  wisdom  says 
never  let  the  competition  know 
what  you're  doing.  But  at  Novell, 

we  believe  the  secret  of 
success  is  to  share  your  secrets. 
So  we  established  the 
Novell  Labs  program  to  openly  share 
our  networking  software  technology 
with  other  companies. 
The  result  is  that  customers  can 
buy  products  from  companies  like  IBM, 
Compaq,  and  Hewlett-Packard, 
and  know  they'll  work  optimally 

on  their  Novell  networks. 
While  you  might  consider  our 
approach  unconventional,  consider  this: 
Novell  NetWare®  lets  more 
kinds  of  computers  talk  to 
each  other  than  any  other 
networking  software  in  the  world. 
Which  is  information  we  wouldn't 
mind  sharing  with  anyone. 


INOVE 


The  Past,  Present,  and  Future  of 
Network  Computing. 


In  The  Past,  There  Was  Only  One  Way 
A  Company  Could  Reliably  Exchange  Information 

With  The  Competition. 
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DINNER,  ANYONE?  McDONALD'S  CHIEF  EXECUTIVE  MIKE  QUINLAN  IS  COOKING  UP  PLANS  THAT  MIGHT  EVEN  INCLUDE  WHITE  TABLECLOTHS 
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It  was  so  simple  and  so  successful 
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prepared  the  same  way  in  every 
restaurant.  For  decades,  founder 
Flay  Kroc's  formula  kept  golden 
arches  popping  up  everywhere.  But 
now,  McDonald's  is  rethinking  the 
rules.  That  could  bring  everything 
from  pasta  to  drive-through-only 
stores.  But  will  it  mean  renewed 
growth  for  the  fast-food  giant? 
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Robust  recovery  remains  elusive 

Government 

45   WASHINGTON  OUTLOOK 

'Incumbent'  could  be 

a  four-letter  word  next  year 

89  NUKING  IT  OUT  ON  THE  HILL 

The  Baby  Bells'  lobbying  war 

Special  Report 

49  THE  RUSH  TO  PRIVATIZE 

Worldwide,  thousands  of  former 
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The  production  index  dropped  during  the  week  ended  Sept.  28  Seasonally 
adjusted  output  levels  of  electric  power,  crude-oil  refining,  paperboord,  and  steel 
declined  Auto,  truck,  coal,  lumber,  and  rail-freight  traffic  production  increased,  while 
paper  output  was  unchanged  from  the  previous  week  Prior  to  calculation  of  the 
four-week  moving  average,  the  index  dropped  sharply  to  178  2,  from  181.6.  For  the 
month  of  September,  the  index  stood  at  179.4,  down  from  178  5  in  August 
BW  production  index  copyright  1  991  by  McGrow  Hill  Inc 


The   leading   index  continued  to  falter,  os  it  declined  during  the  week 
Sept    28.  Slower  growth  rates  for  M2  and  real  estate  loans  offset 
improvements  in  materials  prices  and  bond  yields.  Stock  prices  and  the  numi 
business  failures  were  virtually  unchanged  from  the  previous  week   Before  colo 
of  the  four-week  moving  average,  the  index  dropped  to  208  1,  from  209  5  F< 
month  of  September,  the  index  fell  to  209,  from  209.5  in  August. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (10/5)thous.  of  net  tons 

1,719 

1,692# 

10.7 

AUTOS  (10/5)  units 

123,571 

127,325r# 

-14  0 

TRUCKS  (10/5)  units 

85,648 

83,650r# 

10.4 

ELECTRIC  POWER  (10/5)  millions  of  kilowatt-hours 

54,080 

53.857A 

1  5 

CRUDE-OIL  REFINING  (io/5) thous  of bbl ./day 

13,589 

13,502# 

0.8 

COAL  (9/28)  thous.  of  net  tons 

20,388# 

20,194 

-2.3 

PAPERB0ARD  (9/28)  thous.  of  tons 

^78  4« 

788  4r 

-1.0 

PAPER  (9/28)  thous  of  tons 

768. 0# 

763  Or 

3.9 

LUMBER  (9/28)  millions  of  ft. 

519.9# 

512.4 

6.2 

RAIL  FREIGHT  (9/28)  billions  of  ton-miles 

20.7# 

20  3 

2  8 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA',  Association 
of  American  Railroads 

1 ! \i  M  1  ±  U !  M  'M  HHRtHMHI 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (io/9) 

131 

132 

129 

GERMAN  MARK  (10/9) 

1.70 

1.66 

1.52 

BRITISH  POUND  |io/9| 

1  71 

1.75 

1.97 

FRENCH  FRANC  |io/9) 

5.78 

5  66 

5.09 

CANADIAN  DOLLAR  (io/9) 

1  13 

113 

115 

SWISS  FRANC  (10/9) 

1  49 

1  45 

1  28 

MEXICAN  PESO  (10/9) 

3,045 

3,048 

2,903 

Sources:  Mo|or  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars. 

n  units  per  U  S 

dollar,  exce 

5t  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/9)  S/lroyoz. 

357  650 

356  000 

-8.7 

STEEL  SCRAP  (10/8)  #1  heavy,  $/ton 

97  00 

97  00 

-12.2 

FOODSTUFFS  (10/7)  index,  1967=100 

2118 

209  3 

-2  4 

COPPER  i  ->/5)  c/ib. 

1 12.5 

1 13.8 

-14.6 

ALUMINUM  (10/5)  c/lb. 

53.1 

54  9 

37  7 

WHEAT  (10/5)  #2  hard,  $/bu 

3.45 

3  32 

20  6 

COTTON  (1 0/5)  stiict  low  middling  1  -1/1  6  in.,  C/lb. 

58.91 

59  90 

-14.8 

Sources:  London  Wednesday  final  setting,  Chicago  market,  CommoHiry  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


STOCK  PRICES  (io/4)S&P500 


386  21 


386.58 


CORPORATE  BOND  YIELD,  Aaa  (io/4) 


8.49% 


8.56% 


INDUSTRIAL  MATERIALS  PRICES  (10/4) 


96.3 


96.9 


BUSINESS  FAILURES  (9/27) 


363 


361 


REAL  ESTATE  LOANS  (9/25)  b.ll.ons 


$396  9 


$397  5 


MONEY  SUPPLY,  M2  (9/23)  billions 


$3,398  4  $3,399.1r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (9/21)  thous 


430 


440 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100), 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonr. 
lusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  C 
yet 

BUSINESS  WEEK  PRODUCTION  INDEX  (Sept.) 

179  4 

178  5r 

BUSINESS  WEEK  LEADING  INDEX  (Sept )  billions 

209  0 

209  4r 

EMPLOYMENT,  CIVILIAN  (Sept.)  millions 

117  2 

1  16.4 

UNEMPLOYMENT  RATE,  CIVILIAN  (Sept.) 

6.7% 

6.8% 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  CI  ? 
yen 

MONEY  SUPPLY,  Ml  (9/23) 

$870  7 

$869.5r 

BANKS'  BUSINESS  LOANS  (9/25) 

297  3 

300  3r 

FREE  RESERVES  (io/2) 

757 

38/r 

N0NFINANCIAI  COMMERCIAL  PAPER  (9/25) 

134.7 

137  3r 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  \ 
two-week  period  in  millions). 

vhich  ore  expressed 

MONEY  MARKET  RATES 

Latest 
week 

Week 
090 

FEDERAL  FUNDS  (10/8) 

5.18% 

5.40% 

8 

PRIME  (10/9) 

8  00 

8  00 

10 

COMMERCIAL  PAPER  3-MONTH  |io/8) 

5  33 

5.46 

8  1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  |io/9) 

5.31 

5.45 

8 

EURODOLLAR  3-MONTH  (io/5) 

5.46 

5  44 

8  1 

Sources:  Federal  Reserve  Board,  First  Boston 

#Row  data  in  the  production  indicators  are  seasonally  od|usted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equiprr' 
1  ^Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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MADE  IN  GERMANY 


For  decades,  the  words  "Made  in 
W.  Germany"  have  set  the  global  standard  for 
product  excellence.  And  for  decades,  West 
Germany  has  been  equal  to  the  challenge  this 
standard  implies. 

Now  we  face  a  new  challenge.  By  dropping 
the  "W"  we  extend  this  mark  of  excellence  to 
include  the  New  Federal  States  of  Germany. 
And  in  realizing  this  aim,  we  create  investment 
opportunities  of  unparalleled  proportion  for  com- 
panies large  and  small  around  the  globe. 

Find  out  how  you  can  put  "Made  in 
Germany"  to  work  for  you.  For  information  on 
investment  incentives  and  opportunities  in  the 
New  Federal  States  of  Germany,  please  give  us 
a  call  at  1-800-551-8545  (U.S.  and  Canada). 


THE 


Ni 


ewo 

c  FEDERAL 

OTATES0FGERMANY 


For  on-the-spot  information  about  investment  opportunities  in  the  New  Federal  States, 

you  can  also  call  our  new  Foreign  Investor  Information  Center  in  Berlin  directly  at  011-49-30-39985-100 


©  Economics  Ministry  of  the  Federal  Republic  of  Germany. 
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MORE  EASING  IS 

A  SHORTSIGHTED  SOLUTION  

Your  article  "The  fire  needs  more 
wood,  Mr.  Greenspan"  (Editorials, 
Sept.  30)  offers  a  very  shortsighted  solu- 
tion to  economic  problems  that  have 
arisen  due  to  a  decade  of  poor  fiscal 
management  and  broad-based  overlever- 
aging.  Monetizing  the  debt  is  not  the 
remedy  to  our  nation's  ills. 

Your  call  for  additional  Fed  easing 
fails  to  recognize  that  long-term  econom- 
ic vitality  is  dependent  on  sound  mone- 
tary and  fiscal  policy.  Unfortunately,  the 
U.  S.  has  no  fiscal  integrity,  as  evidenced 
by  the  explosion  in  annual  and  accumu- 
lated deficits  at  all  government  levels. 
Thus,  the  only  choice  for  many  is  to  rely 
on  the  Fed  to  monetize  and  eventually 
inflate  our  debt  problems  away.  The  risk 
of  this  action  is  well  documented  by 
many  countries  that  have  pursued  such 
an  ill-fated,  one-sided  program. 

Stephen  Paluszek 
New  York 

MIKE  MILKEN: 

SCAPEGOAT  OR  SCOUNDREL? 

The  Paul  Craig  Roberts  headline, 
"Mike  Milken,  scapegoat  for  the 
Feds"  (Economic  Viewpoint,  Sept.  30), 
says  it  all.  His  article  is  full  of  facts — 
which  seem  to  be  scarce  in  the  media 
these  days.  A  democratic  government  is 
supposed  to  stand  for  freedom.  Since 
when  does  democracy  translate  into  be- 
ing used  as  a  scapegoat  by  the  govern- 
ment, including  overeager  prosecutors? 
U.  S.  citizens  deserve  fairness  from  the 
government,  and  Michael  Milken  de- 
serves freedom. 

Thomas  Pritzer 
Van  Nuys,  Calif. 

The  worst  statement  in  the  article  was 
the  comment  that  Drexel  and  Mil- 
ken's errors  appear  to  be  "inadvertent, 
technical,  and  without  malice  afore- 
thought." To  believe  that  someone  who 
agrees  to  pay  a  $600  million  fine  and 
plead  guilty  to  criminal  charges  was 
only  guilty  of  inadvertent  technical  viola- 
tions is  naive,  to  say  the  least.  More 
believable  is  that  these  rascals  were 


guilty  of  much  worse  and  when  olH 
a  plea  bargain  on  lesser  chare 
grabbed  it. 

The  government's  prosecution  o:l 
ken  was  selective,  but  then,  that  isl 
government  is  often  forced  to  op<H 
When  violations  are  so  rampant  H 
there  aren't  enough  (God  forgive! 
lawyers  or  time  to  investigate  or  pi 
cute  all  the  miscreants,  selective  pi 
cution  of  highly  visible  violators  iJj 
best  deterrent,  a  la  Leona  Helmslel 

Had  there  been  no  S&L  debacle,  m 
is  no  question  that  the  Milken  junk-l 
Ponzi  scheme  would  be  cited  asl 
greatest  financial  debacle  of  the  19l 
Richard  Lehnj 
PresiB 

Bond  Investors  Am 
Miami  Lakes,  I 

Editor's  note:  Roberts  responds  I 
Milken's  plea  cannot  be  taken  asm 
admission  of  guilt  because  of  the 
timidating  power  of  the  Racketeer 
fluenced  &  Corrupt  Organizations 
And  he  notes  that  Ponzi  schemes  c 
recover — as  junk   bonds  have — w 
they  collapse. 

DON'T  SELL  THIS 
ENERGY  BILL  SHORT 


B  commend  your  excellent  article  "C 
I  servation  power"  (Cover  Story,  S> 
16).  However,  I  strongly  disagree  w 
the  comments  of  Eric  Hirst  of  ( 
Ridge  National  Laboratory  characte 
ing  S.  1220,  the  National  Energy  Sec 
ty  Act  of  1991,  as  legislation  that  " 
bodies  the  Administration's  strate, 
and  "concentrates  on  increasing  enei 
supplies,  not  conservation." 

The  Johnston-Wallop  bill,  unlike 
Administration  proposal,  includes  m< 
than  30  legislative  initiatives  designed 
promote  energy  efficiency  in  the  tra 
portation,  federal,  residential,  comm 
cial,  utility,  and  industrial  sectors  of  t 
economy.  Among  the  provisions  z 
those  designed  to  compel  the  fedei 
government  to  use  energy  more  ef 
ciently;  to  increase  fuel-efficiency  sts 
dards  for  cars  and  light  trucks;  to  pi 
vide  incentives  for  utilities  to  promo 
demand-side  management;  and  to  esta 
lish  a  program  for  the  collection  ai 
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Make  a  wish 


Presenting  the  PowerMate  Ima 


In  the  past,  a  line  of  personal  computers  that  was 
built  around  your  needs  was  just  wishful  thinking. 
Well,  not  anymore.  Because  the  PowerMate*  Image'" 
Series  from  NEC  is  here. 

You  wished  for  superior  graphics 
performance.  Now  you  can  have 
it.  Thanks  to  NEC's  patented  Image 


Video'"*  technology.  It  lets  you  handle  graphic 
intensive  applications  at  lightning  speeds  — up  to  40C 
faster  than  other  PCs  in  its  class.  What's  more,  o 
unique  ImageSync™  technology  gives  you  flicker-fr 
graphics  when  you  use  an  Image  Series  PC  with  one  .1 
NEC's  new  MultiSync*  monitors. 
Greater  expandability.  With  room  for  foul 


A 


ries  Personal  Computers. 


ternal  devices,  four  expansion  slots,  memory  expan- 
3n  on  the  motherboard,  and  upgradable  video  RAM. 

your  system  can  easily  be  expanded 
as  your  needs  grow. 

Easy  upgradabiiity. 
When  you  upgrade  you  get 
more  than  a  faster  CPU.  You 


also  get  more  memory,  cache  and 
video.  And  since  opening  the  new  g 
Image  systems  is  as  easy  as  the  turn  of 
a  quarter,  upgrading  has  never  been  easier. 
For  more  information  call  1-800-NEC-INFO.  The  Image 
Series.  With  features  like  these,  it  should  definitely  be  on 
your  wish  list. 


Because  \  is  the  way  you  want  to  go. 


SEC 


NEC  invests  3.6 
billion  dollars 

annually  in  research 
and  development. 
Thai's  more  than 
most  computer 
companies  make 
in  a  year  And 
that  can 
make  a  lot 
of  wishes 
come 
true 


The  S X / 2 0 i  has  advanced 
memory-caching  capability 
and  Image  Video  technology. 
It's  for  businesspeople  who 
are  looking  for  superior 
performance  without  a 
hefty  price 
tag. 


The 

SX/16i 
and  SX/20viarethe 

entry-level  Image 
systems.  They're 
easily  upgradable 
and  feature  Image- 
Sync  technology  for 
maximum  graphics 
clarity. 


All  Image  Series  PCs  come  packaged 
with  MS-DOS'  5.0,  Windows'  and  PFS:  Window  Works! 


CaC 

Computers  and  Communications 


Because  ^  is  the 


way  you  want  to  go. 


NEC 


Limited  Often 


information. 


ERECTIONS  &  CLARIFICATIONS 

a  table  accompanying  "A  sweet 
rnier  for  bond  bugs"  (Finance,  Oct. 
we  mistakenly  listed  Eaton  Vance 
licipal  Bond  Fund  as  the  top  per- 
ning  tax-exempt  bond  fund  for  the 
d  quarter.  Eaton  Vance  had  inad- 
;ently  reported  an  erroneous  net  as- 
value  to  the  National  Association  of 
arities  Dealers,  the  source  of  the 
i.  The  fund's  correct  total  return 
the  quarter:  4.77%. 


e  of  millions  of  gallons  of  used  oil 
ently  being  dumped  in  our  nation's 
and  water. 

le  U.  S.  went  to  war  in  large  part 
use  much  of  the  economy  relies  on 
Persian  Gulf  for  its  supply  of  oil.  S. 
will  put  in  place  an  energy  policy 
d  on  energy  efficiency,  renewables, 
other  domestic  energy  sources  rath- 
lan  imported  oil. 

ily  then  can  the  U.  S.  reduce  the 
I  to  go  to  war  in  order  to  ensure 
;uate  supplies. 

J.  Bennett  Johnston  (D-La.) 

Chairman 

Committee  on  Energy  &  Natural 
Resources 
U.  S.  Senate 
Washington 

|  WAIT  A  MINUTE. 

AT  ABOUT  BUICK?  

rou  state  that  Mazda  is  the  only 
major  auto  maker  this  year  to  hold 

sales  level  with  last  year  in  a  car 
light-truck  market  that  is  down 

%  ("After  the  Miata,  Mazda  isn't 

;   idling,"    Top    of    the  News, 

i.  2). 

he  fact  is  that  an  American  make — 
:k — is  outperforming  all  other  auto 
:ers,  domestic  or  import,  that  are 
ig  business  in  the  U.  S.  this  model 
r  in  both  total  volume  increase 
market-share  increase,  compared 
1  the  previous  year.  And  by  a  wide 
•gin. 

uick's  model-year  volume  increase 
:.  1-Sept.  10)  is  26,560  new  cars,  corn- 
ed with  the  same  period  the  previous 
r.  Buick's  market  share  has  in- 
ised  almost  one  point  (0.93). 

John  E.  DeCou 
Director  of  Public  Relations 
Buick  Motor  Div. 
Flint,  Mich. 

tor's  note:  Buick  did  show  an  in- 
ise — as  did  some  other  lines  such  as 
Initi  and  Lexus.  The  story  referred 
the  overall  sales  of  the  major  car 


The  NEXIS'^'electronic  information  service  can  give  you  a  clearer  perspective 
on  today's  business  environment,  with  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints,  right  at  your  own  PC.  And  for  the  next 
90  days,  it's  available  at  a  significant  discount.  So  call  for  the  NEXIS'" service 
today.  Because  not  only  is  the  information  unlimited,  so  is  your  potential. 


CALL1-800-227-4908  N0W. 


NEXISW 


©1991  Mead  Data  Central,  Inc  All  rights  reserved  NEXIS  and  LEXIS 
arc  registered  trademarks  (or  information  products  and  services  ol  Mead  Data  Central,  Inc 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


excess 

[\  OBSOt£T£ 


P.O.  Box  3021,  Glen  Ellyn.  1L  60138 
Fax  (708)  690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 
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Can  you  guess  who's  eligible 
for  Social  Security? 

They  all  are. 

Because  Social  Security  isn't  just  for  retirement;  it's  for 
people  of  all  ages. 

If  your  life  is  somehow  cut  short,  it  will  pay  survivors 
benefits  to  your  family,  even  if  you're  years  from  retirement. 

If  a  serious  illness  or  injury  prevents  you  from  working, 
it  can  provide  disability  payments. 

Now  you  can  find  out  what  your  benefits  might  be  with 
a  free  Personal  Earnings  and  Benefit  Estimate  Statement 
from  Social  Security.  Using  our  records  of  your 
Social  Security  earnings  and  the  future  income 
information  you  provide  us,  we'll  give  you 
an  estimate  of  what  you  can  expect  — not 
only  for  retirement,  but  in  disability  and 
survivors  benefits  as  well. 

Write  to  Dept.  74,  Pueblo,  Colorado 
81009,  and  we'll  send  you  a  simple 
form  you  can  complete  to  get  your  own 
Personal  Earnings  and  Benefit  Estimate  Statement. 

(jt  Social  Security  IJffl 

^•ZTc^     I*'s  not  iust  f°r  retirement.  It's  for  life.  GCMJICI 
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companies,  however,  and  Buick's 
suits  were  considered  part  of  Gen 
Motors,  its  parent. 

TAKE  ANOTHER  LOOK 
AT  MOSBACHER'S  RECORD 


I 


was  disheartened  to  read  your  b 
assessment  of  Robert  Mosbach 
tenure  as  Commerce  Secretary  ("1 
try,  Mr.  Mosbacher.  Next . . . ,"  Gov 
ment,  Sept.  23).  A  closer  look  at  the 
ord  indicates  that  Mosbacher's  effort 
the  Commerce  Dept.  are  aimed  at 
stering  American  competitiveness 
global  markets.  Under  his  leaders 
the  Commerce  Dept.  has  made  imp 
sive  inroads  for  U.  S.  interests  abr< 
especially  in  Japan.  Through  creatioi 
the  Trade  Promotion  Coordinating  C 
mittee  in  Washington,  he  has  stre 
lined  access  to  government  informal 
shrewdly  putting  together  pieces  of 
existing  bureaucracy  and  makin 
work  more  effectively  for  busines 
That  he  was  able  to  bring  the  issue 
U.  S.  competitiveness  to  the  highest 
els  of  government  is  a  sure  reflectior 
his  success  as  Commerce  Secretary 
Charles  H.  Percy,  Chair 
U.  S.  International  Cultural  &  Tr 
('enter  Commiss 
Washing 

NOT  ALL  LEGAL  ALIENS 
CARRY  GREEN  CARDS 


Robert  Kuttner  states  that  "forei 
ers  without  green  cards"  are  kno 
as  ''illegal  aliens"  or  "undocumen 
workers"  ("Illegal  immigration:  Woul 
national  ID  card  help?,"  Economic  Vi 
point,  Aug.  26).  Untrue.  Green  card 
fers  generally  to  the  card  given  to 
manent  resident  aliens.  But  there 
many  aliens  authorized  to  work  in 
U.  S.  who  are  not  permanent  reside 
and  do  not  possess  green  cards.  Pers< 
granted  political  asylum,  admitted 
refugees,  or  granted  amnesty  under 
Immigration  Reform  &  Control  Act 
among  the  types  of  aliens  authorized 
work  in  the  U.  S.  though  they  do 
possess  cards.  Acceptable  documents 
establish  work  authorization  are  liste 
the  Immigration  &  Naturalization 
vice  (INS)  Handbook  foe  Employers. 

Andrew  M.  Stro, 
Acting  Special  Counsel  for  Immigrat 
Related  Unfair  Employment  Practii 
Justice  De 
Washing] 


1 

mat 


We 


Tb 


Letters  to  the  Editor  should  be  sent  to  Reac 
Report,  Business  Week,  1221  Avenue  of  the  Am 
cas,  New  York,  N.  Y.  10020.  Fax:  (212)  512-44 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  an  address  and  daytime  and  evening  ti 
phone  numbers.  We  reserve  the  right  to  edit  let'  r"l 
for  clarity  and  space. 


teedar 


ARCHE 


WINDER. 


Anacomp  introduces  the  fastest, 
lost  efficient,  most  productive 
riformation  and  image  management 
I&dM)  system  in  the  world:  The 
)atagraphiXXFP2000™. 

We  Can  Put  A  Million  Pages 
Of  Images  And  Information 
Inside  This  Box. 

This  new  micrographics  system  has 
spawned  a  wondrous 
storage  fiche  we  call 
"WonderFiche." 
It  has  all  the  ad-  h 
vantages  of  space  ^ 
and  paper  savings 
that  alone  may  pay 
for  the  cost  of  the  system. 

The  Fiche  That  Can  Help  You 
Find  A  Needle  In  A  Haystack. 

Thanks  to  Advanced  Function 
ndexing™ ,  and  our  exclusive 
etrievafsystem,  Anatrieve™ ,  you 
:an  put  your  finger  on  what  you 
ieed  and  output  it  faster  than  you 


can  say  1  want  it 
and  I  want  it  now ! " 

The  Hying  Fiche. 

If  speed  is  important, 
you  should  know  that  our 
new  system,  thanks  to  state-of- 
the-art  software,  our  patented  contin- 
uous motion  laser  imaging  system  and 
the  like,  can  process  fiche  twice  as  fast 
as  any  other  micrographics  system. 
Over 30,000  lines  per  minute  fast. 

What  You  Put  In 
Is  What  You  Get  Out. 

Anacomp's  new  DatagraphiX  XFP 
2000™  is  the  only  Computer  Output 
Microfilm  (COM)  system  with 
the  ability  to 
output  a 
vanetyof 
fonts,  forms, 
signatures, 
logotypes, 
I  invoices  and 
statements 


The 
Wonder 
Fiche. 


which  have  the  "branded"  and 
"corporate-look"  of  the  original,  and 
which  can  be  output  with  raw  alpha- 
numeric data  of  sales  transactions. 


The  Wonder  Fiche: 
It's  A  Perfect  Marriage  Of 
Micrographics  And  The  Most 
Advanced  Computer  Technology. 


Don't  let  us  be  the  Wonder  Fiche 
that  got  away.  For  information  on 
owning  an  Anacomp  I  &  IM  system, 
or  on  handling  your  needs  through 
one  of  our  service  bureaus,  write 
J.  Mark  Woods,  E.V.P.,  Anacomp, 
Inc.,  3060  Peachtree  Road.N.W., 
Suite  1700,  Atlanta,  GA  30305.  Or 
call404-262-2667. 

THE  MAGE  OF  THE  FUTURE. 

anacomp 

©1991  Anacomp.lnc  Anacomp  and  DatagraphiX  are  registered      .  f 
trademarksof  Anacomp.  Inc.  DatagraphiX  XFP  2000  (and XFP 
2000),  Advanced  Function  Indexing  and  Anatrieve  are  trademarks    1 1 
of  Anacomp,  Inc. 


SCANDAL:  THE  CRISIS  OF  MISTRUST 
IN  AMERICAN  POLITICS 

By  Suzanne  Garment 

Times  Books  •  335pp  •  $23.00 


FEEDING  FRENZY:  HOW  ATTACK  JOURNALISM 
HAS  TRANSFORMED  AMERICAN  POLITICS 

By  Larry  J.  Sabato 

Free  Press  •  306pp  •  $22.95 


STOMPING  ON 

THE  SCANDALMONGERS 


Americans  have  always  loved  a 
good  scandal.  And  why  not? 
From  the  muckrakers  of  Teddy 
Roosevelt's  day  to  Woodward  and  Bern- 
stein, watchdogs  who  howl  at  malfea- 
sance and  drive  scoundrels  from  office 
have  proven  beneficial  to  democracy. 

But  there  are  growing  whispers  in 
Washington  that  something  has  gone 
awry.  Instead  of  feasting  on  rot  and  de- 
cay so  the  body  politic  remains  strong, 
the  theory  goes,  the  press  is  eating 
away  at  political  culture  itself.  Fed  by 
publicity-hungry  legislators,  overzealous 
prosecutors,  and  priggish  bureaucrats, 
the  media  have  become  part  of  an  insa- 
tiable "scandal  industry"  that's  paralyz- 
ing government,  poisoning  debate,  and 
driving  good  people  from  public  service. 

Now  come  Suzanne  Garment's  Scan- 
dal: The  Crisis  of  Mistrust  in  Ameri- 
can Politics  and  Larry  J.  Sabato's  Feed- 
ing Frenzy:  How  Attack  Journalism 
Has  Transformed  American  Politics  to 
give  voice  to  this  view.  If  you  buy  the 
argument  that  we  in  journalism  have  be- 
come smug,  sloppy,  and  too  easily  ma- 
nipulated by  people  with  hidden  agen- 
das— and  to  some  extent  I  do — you'll 
find  plenty  in  these  books  to  cheer 
about.  But  both  are  flawed,  and  both 
authors'  solutions  are  wrongheaded. 

Garment's  analysis  is  by  far  the  bet- 
ter. Washington,  she  writes,  now  has  a 
powerful,  self-interested  ethics  industry 
born  of  Watergate.  The  hunt  for  bad 
deeds  has  become  a  business,  "and  large 
numbers  of  people  have  developed  per- 
sonal stakes  in  its  continuing." 

Garment,  a  former  Wall  Street  Jour- 
nal columnist  now  affiliated  with  the 
American  Enterprise  Institute,  doesn't 
blame  just  inspectors  general  and  Ger- 
aldo.  She  points  to  the  rise  of  indepen- 
dent counsels,  forced  to  justify  their  ap- 
pointments with  countless  probes  and 
trophy  prosecutions.  She  blames  Ralph 
Nader,  Common  Cause,  and  congressio- 
nal watchdogs  such  as  dreaded  Repre- 
sentative John  D.  Dingell  (D-Mich.). 

So  how  come  the  press  missed  the 
savings  and  loan  mess?  Because,  says 
Garment,  "we  have  built  ourselves  a 
system  that  knows  how  to  create  a  pub- 
lic outcry  over  even  the  appearance  of 
an  appearance  of  a  conflict  of  interest, 
but  could  not  get  itself  interested  in  the 
policy  sins  that  underlay  our  savings 


and  loan  crisis  until  Charles  Keating  had 
personalized  it  for  us." 

Garment  details  the  sagas  of  individ- 
uals, from  John  Tower  and  Jim  Wright 
to  E.  Robert  Wallach  and  Raymond  Don- 
ovan, who  she  says  have  been  tripped  up 
by  technicalities  or  unsubstantiated  alle- 
gations. The  upshot,  as  she  sees  it:  The 
wheels  of  government,  which  need  a  lit- 
tle grease,  have  seized  up.  Constantly 
changing  procurement  laws  aimed  at 
trapping  cheaters  have  made  it  hard  for 
companies  to  do  business.  Managers  in 
federal  agencies  confine  expressions  of 


dalmongers  for  treating  people 
cently"  and  urging  reporters  to  be 

Garment  is  married  to  Leonard 
merit,  a  high-powered  Washington 
who  was  Richard  Nixon's  counsel  d\ 
Watergate.  As  she  acknowledges  ir 
introduction,  some  of  the  people 
writes  about  are  friends  or  clients  o 
husband,  including  Wallach,  who  be< 
embroiled  in  the  Wedtech  scandal, 
former  National  Security  Adviser 
ert  C.  McFarlane.  Perhaps  it's  no 
dent,  then,  that  her  summation  so 
like  griping  at  a  capital  dinner  part 
the  book's  worst  chapter,  she  desc 
the  sufferings  of  discredited  appoir 
who  can't  get  their  calls  returned 
whose  wives  find  their  party  in  vita  ^meaDS 
drying  up.  Oh,  please. 

Sabato,  who  believes  "feeding 
zies"  are  polluting  journalism,  als< 
fers  an  interesting  litany  of  the  pr 
sins.  But  he  can't  make  up  his  r 
Sometimes  he  says  journalists  go 


■  I  ave  prosecutors, 
legislators,  and  the 
press  ganged  up  to 
create  a  poisonous 
'scandal  industry'? 


torn 


opinion  to  disposable  Post-it  Notes.  Cor- 
porate executives  say  they'd  rather  go 
broke  than  accept  posts  in  Washington 
and  submit  to  today's  bare-all  confirma- 
tion process.  And  voters  turn  off. 

Garment's  best  chapter  concerns  Iran- 
contra.  The  scandal,  "hollow  at  its 
core,"  degenerated  into  a  "long,  costly, 
endlessly  publicized  process"  focused  on 
impossible  criminal  prosecutions  rather 
than  the  dangers  that  result  when  the 
White  House  and  Congress  can't  formu- 
late a  coherent  policy.  Not  even  the 
Democrats  on  Capitol  Hill  wanted  to 
take  the  process  to  its  logical  conclusion: 
the  impeachment  of  Ronald  Reagan. 
Americans  scratched  their  heads, 
cheered  Oliver  North,  and  wondered 
what  the  shouting  was  about. 

As  one  who  has  acted  as  a  cog  in  the 
scandal  machine  on  occasion,  I  think 
Garment  has  a  point.  But  often  she 
sounds  like  Miss  Manners,  scolding  scan- 


easy  on  politicians;  other  times  he  i 
we're  too  zealous.  A  University  of 
ginia  political  scientist,  Sabato  offers 
cellent  insights  into  how  reporters 
with  sources  and  editors.  But  he  tr 
the  journalists  he  interviews  with  ve  « 
ation  even  as  they  trash  their  peers  Mi 

Granted,  both  authors  are  on  to  sc 
thing.  But  their  remedies  miss  the  p< 
While  Garment's  boils  down  to  "be 
tie,"  Sabato  suggests  a  "fairness 
trine,"  yet  another  journalistic  cod<f  - 
conduct. 

Code,  schmode.  The  best  solutioi 
for  journalists  to  remember  the  ba: 
Be  accurate.  Be  fair.  If  you  can't  pi 
down,  don't  use  it.  And  stop  goinj 
dinner  parties  and  letting  sources 
you  as  mouthpieces.  There's  a  solu 
that  takes  less  than  a  paragraph.  An> 
given  a  choice  between  a  press 
keeps  mum  about  a  President  who 
only  feels  compelled  to  sleep  with  a 


c 
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Introducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business 
Tool  Shouldn't  Keep  You  Hanging  Around. 


Lf  you  make  a  living  on  the  road, 
ien  you  know  keeping  in  touch 
ften  means  hanging  around  waiting 
)r  a  phone.  Now  there's  a  new  way 
)  break  free.  With  MobileComm 
atonwide  Messaging  Service. 

Americas 
Most  Complete 
Paging  Service. 

MobileComm  gives  you  more 
overage  than  any  other  nationwide 
aging  service.  So  you  can  stay  in 
juch  in  more  places  with  clients, 
olleagues,  family  and  friends.  And 
ou  can  stay  in  touch  with  simple 
jll-free  access. 


Customized 
Regional  Coverage. 

Only  need  a  region?  No  problem, 
/e  can  customize  that  for  you.  Which 
neans  you  won't  be  paying  for 
overage  you  don't  need.  Plus  we 
'fifer  local  paging. 


Exclusive 
Text  Messaging. 

MobileComm  Nationwide 
Messaging  is  the  only  paging  service 
that  gives  you  the  freedom  to  go 
coast  to  coast  and  still  receive  text 
messages.  So  you  get  late- breaking 
messages  without  ever  going  near  a 
phone.  We  also  have  digital  paging 
and  advanced  voice  mail.  Plus  you 
can  count  on  our  20  years  of  paging 
experience.  And  we  feature  the 
newest  in  Motorola  pagers. 

So  don't  hang  around  waiting 
for  a  phone.  Get  MobileComm 
Nationwide  Messaging.  Call  now 
for  more  information  about  our 
money-saving  offer. 


if 
©II 


1-800-685-5555 


@  MobileComm 


A  BELLSOUTH  Company 


Everything  you  expect  from  a  leader. 


BREITL1NG 

1884 


AEROSPACE, 
analog  and  digital  chronograph. 
18  ct  white  gold,  titanium  bicolor,  titanium 
Leather  strap  or  metal  bracelet. 


Instruments  for  Professionals 


ONE  OF  AMERICA  S  FINEST  JEWELERS 


73  BROADWAY  •  BOX  2011 
FARGO,  NORTH  DAKOTA  58107 
PHONE  (701)  232-2491 
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Mask  o(  Tutankhamen.  Cairo 


Advanced  civilizations  create  things  of  lasting  value. 
Banks  have  a  similar  task:  to  protect  assets  and  see 
that  they  grow.  At  Credit  Suisse,  a  huge  store  of 
experience  and  know-how  has  been  channelled  into 
the  development  of  sophisticated  investment 
strategies  and  advisory  services  -  all  backed  by 
solid  Swiss  tradition. 


Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc., 
is  one  of  the  world's  foremost  financial  services 
groups.  Our  AAA  rating  speaks  for  itself.  For  Swiss 
security  with  an  international  dimension,  Credit  Suisse 
is  second  to  none. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


ad  Office  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  Los  Angeles  •  Atlanta  •  Calgary  •  Chicago  ■  Houston  ■  Miami  ■  Montrea 

San  Francisco  Toronto  Vancouver 


conomic  Viewpoint 


SAVINGS  ALONE  WON'T 
JUMP-START  THE  ECONOMY 


BY  ROBERT  KUTTNER 


For  much  of  the 
postwar  era,  the 
cold  war  provided  a 
military  cloak  for 
public  spending 
that  stimulated 
investment.  Now, 
we  need  similar 
public  investment, 
but  without  war 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW 
PEPUBLIC  AND  AUTHOR  OF 
THE  END  Of  LAiSSEZ-FAIRE 


The  economy  seems  doomed  to  sluggish 
growth.  With  federal  deficits  in  excess  of 
$300  billion,  further  fiscal  stimulus  is  out. 
The  Federal  Reserve  is  easing  monetary  poli- 
cy as  much  as  it  dares,  but  it  can't  make 
banks  lend.  What  to  do? 

As  a  long-term  recovery  strategy,  most 
economists  recommend  a  sequence  of  higher- 
savings  leading  to  more  investment,  which 
generates  gains  in  productivity  and  hence 
higher  growth.  I'd  like  to  dissent. 

"Savings  equals  investment"  is  a  famous  ac- 
counting premise  familiar  to  students  of  eco- 
nomics. In  theory,  savings  are  what  is  left 
over  to  finance  investment  after  the  portion  of 
income  that  is  consumed.  But  ever  since  John 
Maynard  Keynes,  economists  have  debated 
the  direction  of  cause  and  effect.  Does  the 
savings  rate  really  determine  the  rate  of  in- 
vestment? Or  are  people  induced  to  save  when 
investment  offers  good  returns? 

Keynes  contended  that  when  an  economy  is 
depressed,  entrepreneurs— quite  rationally— 
don't  invest,  irrespective  of  the  supply  of  sav- 
ings. Moreover,  in  a  depressed  economy,  new 
investment  need  not  reduce  consumption.  One 
man's  investment— say  in  a  steel  mill  or  a 
highway— is  another  man's  consumption, 
thanks  to  the  wages  it  pays  construction  work- 
ers and  the  multiplier  effect. 
EXTRAORDINARY  EVENT.  In  a  slow-growth  econ- 
omy, it  may  well  be  that  private  industry  can- 
not find  enough  profitable  uses  for  the  avail- 
able savings.  Entrepreneurs  don't  invest 
because  two  decades  of  slow  growth,  stag- 
nant incomes,  and  import  competition  have 
left  customers  unlikely  to  buy  the  products 
that  the  new  investment  would  create.  There 
is  thus  an  investment  shortage  quite  indepen- 
dent of  any  savings  shortage.  A  higher  savings 
rate  wouldn't  help,  and  it  might  even  hurt  by 
further  depressing  purchasing  power.  The  real 
challenge  is  how  to  jump-start  investment. 

In  recent  economic  history,  one  event  broke 
all  the  assumptions  of  conventional  economic 
thought:  World  War  II.  The  pre-war  economy 
was  stuck  on  a  plateau  of  slow  growth  and 
high  unemployment.  Real  interest  rates  were 
low,  and  there  was  no  shortage  of  savings. 
But  entrepreneurs  weren't  investing  because 
they  lacked  customers.  It  was  a  more  extreme 
case  of  our  present  distress. 

World  War  II  massively  stimulated  both 
demand  and  supply.  Government  raised  taxes 
and  also  borrowed  huge  sums,  which  it  in- 
vested in  war  production.  That,  in  turn,  put 
purchasing  power  back  into  people's  pockets. 
With  few  consumer  goods  to  buy,  patriotic- 
Americans  put  their  income  into  war  bonds. 
So  personal  savings  rose,  along  with  the  pro- 


ductive capacity  and  technological  prowess 
the  economy  and  the  skill  level  of  workei 
When  the  war  ended,  the  enlarged  manufa, 
turing  plant  was  shifted  to  civilian  produ 
tion.  People  put  their  war-bond  savings  in 
new  homes  and  consumer  durables.  Thus  stir 
ulated,  gross-national-product  growth  on 
stripped  the  accumulated  war  debt. 
MILITARY  CLOAK.  For-  much  of  the  postwar  er 
the  cold  war  provided  a  similar  military  clo 
for  public  spending  that  stimulated  inves 
ment,  both  government  and  private.  Big  pu 
lie-works  programs  were  rendered  ideoloj 
cally  permissible  with  names  such  as  tl 
National  Defense  Highway  Act.  Private  cor 
merce  fed  off  public  spending.  Major  indu 
tries— aerospace,  machine  tools,  computers 
were  developed  and  technologies  incubati 
through  defense  contracts.  Today,  that  polii 
lever  is  also  blocked,  as  the  cold  war  em 
and  defense  spending  dwindles. 

What  we  need  is  an  investment-led  reco 
ery  without  the  war.  This  is  how  Germany 
reigniting  the  economy  of  its  depressed  Eat 
For  example,  the  proceeds  from  higher  tax> 
on  gasoline  might  be  invested  in  rebuildii 
highways  and  developing  a  light-rail  networ 
Taxes  on  telecommunications  could  subsidi 
an  optical-fiber  network,  and  taxes  on  carb 
emissions  could  go  into  solar-cell  technologj 

In  each  case,  public  investment  would  jum 
start  both  demand  and  supply,  as  it  does  dr; 
ing  a  war.  Jobs— generally  high-wage  ones— a 
created.  Technologies  are  developed.  Technic 
learning  is  stimulated.  Infrastructure  is  r 
newed,  whether  public  (highways)  or  priva 
(optical-fiber  lines. I  Reagan-style  supply-si( 
economics  assumed,  heroically,  that  tax  reli 
equals  savings  equals  investment.  But  tax  cu 
equaled  public  debt  equaled  dissavings,  and 
good  deal  of  the  Reagan  tax  relief  leaked  in 
luxury  consumption.  Our  approach  guarante 
that  100  cents  on  the  dollar  goes  toward  boo: 
ing  investment. 

With  this  strategy,  the  short-term  pub 
deficit  is  neither  reduced  nor  increased.  Ne 
investment  is  financed,  at  the  margin,  by  nt 
taxes,  thus  solving  the  problem  of  the  p 
vate  entrepreneur's  reluctance  to  invest, 
higher  growth  rate  eventually  reduces  pub 
debt  as  a  fraction  of  GNP,  as  during  the  po: 
war  boom.  If  a  serious  threat  to  the  natior 
security  arose,  we  would  pursue  this  approa 
as  a  matter  of  course,  as  we  did  when  Am* 
ica  rearmed  in  1940  and  then  rearmed  again 
the  late  '40s.  In  both  cases,  we  reaped  ec 
nomic  benefits  as  unintended  by-products.  ] 
now,  we  should  know  that  you  don't  need 
war  to  have  public  investment  any  more  th 
you  need  to  burn  a  barn  to  roast  a  pig. 
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Presenting 
The  Next  Page 
In  Printer  History 
RomThe  Company 
That  Printed 
The  First 


/  I 


1  H: 


Funny  how  history  has  a  way  of  repeating  itself.  Year  after 
year— actually  for  the  past  25 -Epson"  has  been  the  leader  in 
clot  matrix  printing  technology. 

Introducing  six  reasons  why  that  leadership  is  sure  to 
continue:  the  letter-quality  Epson  LQ-570,  LQ-870,  LQ-1070, 
EQ-1170,  ActionPrinter  5000  and  ActionPrinter  5500. 

More  Paths  To  Success. 

For  sheer  paper 
handling  flexibility, 
no  other  printer- 
dot  matrix,  ink  jet  or 
laser— handles  quite  as  well 
as  these. 


carriage  EQ-1170.  When  fully  loaded,  these  printers  put  as  many 
as  five  types  of  paper  at  your  fingertips.  Everything  from  letterheac 
to  continuous-form  checks,  four-part  forms,  tractor-feed  paper 
even  envelopes. 

All  our  printers  can  automaticallv  handle  50  sheets  using  our 
optional  single-sheet  feeder.  Add  our  high-capacity  feeder  anc 
you're  quickly  up  to  200. 

Then  there's  Epson  SmartPark"  paper  handling.  At  the  press  of 
a  button  and  flick  of  a  lever,  you  can  easily  switch  between  two 
different  kinds  of  paper.  In  effect,  parking  one  and  moving  on  to 
another  without  having  to  stop  to  change  paper. 

Clearly,  we've  put  a  lot| 
of  time,  thought 


( !ase  in  point:  the 
versatile  EQ-870  and  wide 


With  five  different  papei  path\  to  drain  pom  at  any  moment, 
an  Epson  LQprinter  is  as  versatile  as  it  is  dependable. 


and  effort  into  our  paper 
handling  features.  So  you  don't 


Epson  i- .,  regisli  red  irademark  ..I  Seiko  Epson  Corp  Windows  is .,  trademark  «.l  Microsoft  Corp.  ©1991  Epson  America,  Inc..  20770  Madrona  Ave,  Torrance.  CA  90509.  For  dealer  referral,  tall  800-BUY-F.PSON 

(800-289-3776).  In  ( inada,call(416)881-9955. 


ire  to  put  much  time,  thought  or  effort  into  using  them. 


Scale  New  Heights. 


you'll  get  superior  output  quality  and  faster  throughput  speeds. 

But  don't  just 


SCALABLE  FONTS 


ch  new  Epson  printer  comes  with  a  new 
iustry-setting  standard— ESC/P2r  This 
sakthrough  printer  control  system  brings 
lable  fonts  to  dot  matrix  printing. 

Simply  put,  type  sizes  are  no  longer  as  limited.  So  now  you  can 
things  with  a  24-pin  printer  that  before  could  only  be  done  with 
aser.  And  you  don't  have  to  give  up  one  bit  of  paper  handling 
ability  to  do  it. 

Graphically  Superior. 

iat  ESC/P2  does  for  type,  it  also  does  for  graphics.  Brilliantly. 

It  includes  an  enhanced  Windows  "  driver,  exclusive  to  Epson. 
ien  you  print  from  any  program  running  in  Windows, 


With  a  new  Epson  LQprinler,  you  can  print 
a  variety  <>/  type  in  a  variety  oj  sizes,  up  to  ?2  point. 


take  our  word  for 
it.  Take  a  look  at 
the  quality  of  our 
graphics  instead. 


"  BOGRAFX* 


(ISr/orr  i 


(Now.) 


Epson's  enhanced  Windows  driver  improves  not  only  the  look  of  you.) 
text  and  graphics,  hut  the  speed  at  which  they  print. 


Built  For  The  Long  Run. 

Epson  printers  aren't  only  designed  with  more  firsts,  they're 
designed  to  last.  Each  is  backed  by 
a  generous  2-year  limited 
warranty.  As  well  as  a  helpful 
toll-free  800  number  to 
provide  you  with  dependable, 
expert  assistance. 

One  more  thing  you  can  always  depend  on:  Epson  reliability. 

It  isn't  a  claim  just  any  printer  compam  can 
make.  It's  a  quality— a  character  trait— our 
products  have  earned  over  time. 

To  see  the  latest  printer  innovations 
firsthand,  visit  your  nearby  Epson  dealer,  or 
call  800-289-3776.  And  see  why,  after  more 
than  25  years,  Epson  is  still  the  first  name  in  dot 
matrix  printing. 


MAXIMA. 
BEST  IMPORT  SEDAN 
UNDER  $25,000. 


In  Car  and  Driver's  recent 
clash  ol  the  import  sports  sedans. 
Nissan  Maxima  SE  routinely  stomped 
us  toughest  challengers,  sume  costing 
thousands  of  dollars  more. 

This  is  a  wildly  competitive  and 
popular  niche,  populated  by  a  collec- 
tion of  big  shooters  boasting  all  the 
latest  technological  hits  their  manu- 
facturers have  to  oiler. 

The  field  included:  the  Aoj 
Vigor  LS,  the  Audi 


Galant  VR4,  the  Nissan  Maxima  SE, 
the  Subaru  Legacy  Sport  Sedan. 

And  the  winner  was:  The 
Maxima.  Hands  down.  With  strong 
power  delivery,  great  steering,  and 
room  for  five  adults,  the  SE  displayed 
a  degree  of  sophistication  and  refine- 
ment far  beyond  its  price. 

Of  the  cars  tested,  the  Maxima 
was  the  only  one  possessing  a  V-6, 
which  is  evident  in  itsi 


Maxima  among 
tops  in  resale. 


Vehicle 

MSRP 
' 

Current 
■■ 

:  Ol  0:-4 
. 

1989  Mercedes-Benz  190D 

$31,230 

$21,700 

69.48% 

1989  BMW  525i  40 

$37,325 

$25,900 

69.39% 

1989  Toyota  Cressida 

$21,753 

$14,450 

66.43% 

1989  Ford  Taurus  V6L 

$13,588 

$  8,900 

65.02% 

1989  Saab  900S 

$21,129 

$13,250 

62.71% 

M»-Jtme  1991  Kdley  Blue  Book  Used  Car  Guide 

According  to  the  Kelley- Blue  Book.  Western  Edition,  Nissan 
Maxima  SE  retains  more  of  its  value  than  other  similar  cars. 

As  the  chart  above  attests,  a  19S9  Maxima  retains  70.98%  ol 
iis  value. Which  is  more  than  BMW  525i.  Mercedes  Benz  190D.  Fori 
Taurus  V6  L  Saab  900S  and  Tovota  Cressida. 

The  Kelley  Blue  Book  Official  Used  Car  Guide  is  widel} 
recognized  as  the  most  reliable  source  of  used  car  values.  u»tot 
has  been  published  lor  65  years. The  May-June,  1991  edi 
the  current  value. 

Resale  is  an  increasinH" 

the 


BUY  LOW.       SELL  HIGH 

If  it's  smart  to  invest  in  a  sports  sedan,  buy- 
ing a  Nissan  Maxima  can  be  a  stroke  of  genius. 
The  September  issue  of  Car  and  Driver  says  the 
'91  Maxima  SE  is  the  best  import  sports  sedan 
under  $25,000  money  can  buy.  Better  than  Acura. 
Better  than  Audi.  Better  than  Legacy. 

The  May-June  edition  of  the  Kellev  Blue 
Book  says  the  89  Maxima  SE  is  one  of  the  best 
sports  sedans  money  can  rebuy  Beating  peren- 
nial stalwarts  like  Mercedes  and  BMW 

So  if  you  re  contemplating  a  sports  sedan, 
consider  test-driving  a  Maxima.  It  outdistances 
every  opponent  in  what  may  be  this  years  most 
hotly  contested  automotive  category. 

And  it  performs  just  as  well  down  the  road 
as  it  does  on  it.  _ 

mi 

BUILT  FOR  THE 
HUMAN  RACE! 


( .ill  1-801)  N/SS/l  V-o  foi  more  information  Smart  people  always  read  the  fine  print  And  they  always  war  then  seal  belts 


conomic  Trends 


3ENE  KORETZ 


HAT  DOES  THIS 
ECOVERY  HEED?  MAYBE 
LITTLE  INFLATION 


MATERIALS  PRICES 
ARE  STILL  FALLING 


1990  1991  0CT.1 

INDEX:  1967=100 

DATA:  COMMODITY  RESEARCH  BUREAU 


Ids  business  confidence  and  helps  fuel 
accelerating  cyclical  upswing." 
That  absence,  of  course,  is  most  ap- 
■ent  in  the  behavior  of  industrial  com- 
dities  and  intermediate  goods,  which 
lally  spurt  sharply  higher  as  rising 
nand  lifts  the  economy  out  of  reces- 
n.  The  Commodity  Research  Bureau's 
)t  price  index  of  industrial  materials, 
example,  has  been  weak  all  year 
art),  as  have  other  measures  of  ma- 
ials  and  intermediate  goods  prices. 
To  be  sure,  consumer  prices  are  still 
ing,  though  their  12-month  increase 
)ped  below  4%  in  August  for  the  first 
le  in  more  than  three  years.  But  Som- 
ts  argues  that  such  inflation  is  also 
osiding  and  moving  toward  the  3% 
el  that  is  probably  unavoidable  in  a 
xed  economy,  where  large  sectors  are 
her  indexed  to  inflation  or  protected 
»m  downward  price  pressures. 


"For  the  most  part,"  he  says,  "there  is 
no  real  cost-push  or  demand-pull  inflation 
in  the  system  right  now— no  basic  goods 
inflation  or  income  inflation  in  the  per- 
sonal or  corporate  sectors." 

As  Sommers  and  others  see  it,  the 
failure  to  achieve  the  normal  cyclical 
pickup  in  prices  is  inhibiting  the  kind 
of  business  behavior  that  guns  the  econ- 
omy's engines.  "Corporate  spirits  are 
low,"  explains  Paul  L.  Kasriel  of  North- 
ern Trust  Corp.,  "because  businesses  are 
unable  to  improve  their  dismal  profit 
performance  by  raising  prices."  Edward 
Yardeni  of  C.J.  Lawrence  Inc.  notes 
that  the  ability  to  raise  prices  has  typi- 
cally been  more  important  than  volume 
sales  growth  in  restoring  profitability 
in  the  early  stages  of  an  upturn. 

Indeed,  weak  prices  may  help  explain 
the  unusual  combination  of  continuing 
inventory  liquidation  and  continuing  lay- 
offs that  characterizes  the  current  re- 
covery. "Price  signals  tell  business  that 
demand  is  firm  enough  to  build  invento- 
ries and  that  rising  inventory  values 
will  offset  the  interest  cost  of  holding 
them,"  explains  Yardeni.  And  businesses 
that  find  they  can't  boost  profits  by  rais- 
ing prices,  adds  Kasriel,  are  choosing 
to  cut  costs  by  reducing  payrolls. 

One  danger  is  that  inflation  has  be- 
come such  a  bogeyman  that  a  normal 
cyclical  firming  of  prices— when  it  finally 
does  arrive— will  cause  an  adverse  reac- 
tion in  the  financial  markets  and  a  pre- 
mature shift  toward  restraint  by  the 
Fed.  "That  would  be  too  bad,"  says 
Yardeni,  "because  the  initial  price  surge 
in  a  recovery  is  usually  followed  by  a 
decline  in  inflation  as  rising  productivity 
allows  companies  to  boost  profits  while 
moderating  their  price  behavior." 

For  the  moment,  however,  the  danger 
of  an  overreaction  to  firming  prices 
hardly  seems  imminent.  Instead,  says 
Sommers,  "widespread  price  weakness  is 
telling  us  that  a  normal,  more  rapid 
cyclical  recovery  is  still  a  way  off." 


HARD  TIMES  HAVE 
CLOBBERED  MEH 
WORSE  THAH  WOMEH 

The  problems  afflicting  the  economy  in 
recent  years  are  exhibiting  a  distinct 
gender  bias.  Over  the  past  year,  for  ex- 
ample, unemployment  has  risen  far  more 
among  adult  men  than  adult  women. 
Moreover,  women  workers  are  gaining 
ground  on  the  wage  front.  The  Com- 
merce Dept.  reports  that  median  earn- 
ings of  full-time,  year-round  female 
workers  rose  to  71%  of  men's  earnings 
last  year,  an  all-time  high  and  an  in- 
crease from  68%  in  1989.  The  main  rea- 


son for  this  progress:  Men's  real  earn- 
ings sagged  by  3.6%  last  year,  the  third 
annual  decline  in  a  row  during  a  period 
in  which  women's  real  earnings  have 
shown  no  such  weakness. 


LAYOFFS  AREN'T 
WORKIHG  THE  WAY 
THEY'RE  SUPPOSED  TO 

Downsizing  continues,  but  many  com- 
panies aren't  pleased  with  the  re- 
sults. A  recent  survey  of  some  1,800 
companies  by  TPF&c,  a  Towers  Pen-in 
subsidiary,  reports  that  47%  have  re- 
duced their  work  forces  this  year,  and 
20%  say  they  anticipate  further  staff 
cuts  next  year.  Yet  another  Towers  Per- 
rin  survey  of  more  than  300  major  com- 
panies indicates  that  half  are  dissatis- 
fied with  their  restructuring  programs. 

"Typically,  management  views  layoffs 
as  a  quick  fix  for  the  bottom  line,"  ex- 
plains a  Towers  Perrin  official.  "But  un- 
less it  cuts  work  at  the  same  time  as  it 
cuts  people,  it  inevitably  adds  costs  for 
subcontractors,  consultants,  and  other 
staff."  In  addition,  many  companies  have 
been  hit  by  higher-than-expected  costs 
for  severance  pay,  outplacement  ser- 
vices, and  legal  fees. 


AH  ACID  TEST  OF 
JOB  DISCRIMINATION 
IN  THE  REAL  WORLD 

Has  affirmative  action  really  shifted 
the  targets  of  job  discrimination 
from  blacks  to  whites,  as  some  whites 
claim?  To  find  out,  the  Urban  Institute 
sent  10  white  male  college  students  and 
10  black  male  college  students  to  apply 
for  private-sector  jobs  advertised  in  the 
Washington  Post  and  Chicago  Tribune  in 
the  summer  of  1990.  Both  groups  were 
trained  in  interviewing  skills  and  care- 
fully matched  in  terms  of  age,  educa- 
tion, physical  size,  experience,  articu- 
lateness,  and  other  characteristics. 

Based  on  some  476  job  searches  in 
both  cities,  Urban  Institute  researchers 
found  that  blacks  received  discrimina- 
tory treatment  almost  three  times  as 
often  as  whites.  That  is,  in  20%  of  the 
cases,  a  white  applicant  was  able  to  sub- 
mit an  application  when  a  black  was 
not,  received  an  interview  when  a  black 
did  not,  or  was  actually  offered  a  job 
when  the  black  was  not. 

In  only  7%  of  the  cases,  however, 
were  whites  treated  less  favorably  than 
blacks— suggesting  that  reverse  dis- 
crimination is  a  much  less  significant 
problem  than  many  people  believe. 


iflation,  as  everyone  knows,  is  No.  1 
>n  the  Federal  Reserve's  hit  list,  slat- 
for  eventual  extermination.  Indeed, 
ro  inflation"  has  become  virtually  a 
ntra  in  testimony  by  Fed  officials  be- 
e  Congress. 

ro  a  number  of  economists,  however, 
goal  of  zero  inflation,  aside  from  its 
lity  in  mobilizing  public  support  for 
ative  monetary  restraint,  is  misguid- 
"The  truth,"  says  Conference  Board 
momist  Albert  T.  Sommers,  "is  that 
o  inflation  for  the  whole  system  is 
h  unattainable  and  undesirable."  In 
t,  he  argues  that  a  key  element  miss- 
in  the  current  recovery  is  "the  kind 
modest  inflation  or  price  firming  that 


lOMIC  TRENDS 


BUSINESS  WEEK/OCTOBER  21.  1991  23 


*  "Columbia's  Marketing  Program  was  so  good,  our  C.E.O.  decided  to  go." 


1992  Marketing  Programs: 

at  Arden  House,  Columbia's  mountain- 
top  retreat,  unless  otherwise  noted. 

Marketing  Management 
March  1-6 
April  12-17 

June  1-5  (Lake  Como,  Italy) 
July  26-31 

September  27-October  2 
November  1-6  (Santa  Barbara, C A) 
December  6-11 

Sales  Management 

March  1-6,  May  3-8, 
November  29  December  4 

Market  Analysis  for 
Competitive  Advantage 
April  5-10 

Creating  the 
Customer-Oriented  Firm 

March  29-April  3 


For  a  catalogue  of  these  and  other 
programs,  return  the  coupon  or  call 
(212)  854-3395  ext.  360. 


Tom  McAndrews,  C.O.O.,  Mannington  Mills  —  a  26-year  veteran  with  DuPont  where  he 
marketed  the  stunningly  successful  Stainmaster  Carpet  line  —  on  why  he  sends  key 
managers  to  Columbia's  Marketing  Management  Program: 

"Early  in  my  career  with  DuPont,  I  went  to  Columbia's  Marketing  Management 
program.  Several  years  later,  I  took  the  4-week  Program  in  International  Management. 
I  learned  a  tremendous  amount.  But  three  important  lessons  stand  out: 

"First,  understand  your  customers  —  involve  everyone  in  meeting  their  needs.  That 
notion  made  Stainmaster  Carpet  a  success.  It's  doing  the  same  for  Mannington  Gold 
Resilient  Floors  —  a  product  that  focused  on  customer  needs  every  step  of  the  way  — 
from  market  research  and  R&D,  to  design  and  manufacturing  to  sales  and  an 
unmatched  warranty. 

"Second,  marketing  is  really  another  word  for  teamwork:  resolving  conflicts  and 
making  sure  everyone  is  pulling  toward  the  same  goal.  That's  why  we  don't  just  send 
our  marketing  people  to  the  Program.  We  also  send  directors  of  manufacturing  and 
regional  sales  managers.  Our  V.P.  of  Information  Systems  will  be  attending. 

Third,  leaders  are  teachers.  So,  to  stay  up-to-date,  division  presidents  at  Mannington 
go  to  Columbia,  too.  Even  my  boss,  C.E.O.  Scott  Smith  (a  Stanford  grad)  attended. 
He  gave  the  Program  rave  reviews." 

COLUMBIA    EXECUTIVE  PROGRAMS 

324  Uris  Hall,  Columbia  University, 
Dept.  360,  New  York,  NY  10027  Fax  (212)  316-1473 

Name  


Company_ 

Address  

City  


_2ip._ 


Program(s)  of  interest 
Phone  


COLUMBIA 
BUSINESS 
SCHOOL 


800-GO-TOYOTA  for  a  brochure 
location  of  your  nearest  dealer, 
ore  From  Life . . .  Buckle  Up! 

Ibyota  Motor  Sales,  U.S.A.,  Inc. 


ve  what  you  do  for  me" 


We  could  have  just  made  it  better, 
instead  we  made  it  outstanding. 


fe  couldn't  resist  the  opportunity  to  tempt  you  even  more.  Introducing  the  Camry  LE 
I  Sedan's  slightly  more  luxurious  companion:  the  Camry  XLE  Sedan.  Along  with  the 
option  of  its  supple  leather  trim  interior  comes  an  even  more  comforting  array  of  standard 
features,  including:  Power  glass  moonroof.  7-way  adjustable  power  driver's  seat.  Variable 
intermittent  wipers.  Front  maplight  and  dual  illuminated  vanity  mirrors,  alloy  wheels  and 
more.  All  included.  Just  like  traditional  Toyota  Quality.  Three  simple  words  that  have  come 
•to  represent  automotive  value  that's  not  just  better,  but  outstanding. 


fflE  ALL-NEW 

Camry 


We  could  have  just  offered  you  more 
options.  instead  we  gave  you 
more  standards. 

|jf  rdinarily  you  expect  to  pay  extra  for  extras.  Well,  welcome  to  the  extraordinary.  The 
w&    Camry  LE  Sudan.  Its  standard  equipment  includes:  [T] power  windows,  door  locks,  dual 
color-keyed  outside  mirrors;  [2] remote  trunk  and  fuel  filler  door  releases;  [3] fold-down  60/40 
split  rear  seat;  [Tj  air  conditioning;  [5  jdual  cup  holder;  [ITicruise  control;  7  Deluxe  ETR/Cassette 
with  power  antenna;  [8] driver-side  air  bag;**  [9]  tachometer,  tilt  steering  wheel  and  digital  clock. 
Of  course  the  list  doesn't  really  stop  here,  but  we  wanted  to  leave  you  with  one  more  option:  to 
visit  your  Toyota  dealer  and  see  the  Camry  for  yourself. 


"The  Camry  features  a  driver-side  air  bag  Supplemental  Restraint  System  (SRS)  which  activates  in  a  front-end 
accident  of  enough  magnitude  to  inflate  the  bag.  In  a  moderate  collision,  primary  protection  is  provided  by  the 
3-point  shoulder  and  lap  belt  system,  and  the  air  bag  may  not  inflate.  So,  safety  belts  should  be  worn  at  all  times 

by  occupants. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


SOLID  RECOVERY?  THREE  KEY  INDICATORS 
IY  'DON'T  HOLD  YOUR  BREATH' 


I  you  had  to  choose  three  leading  indicators  to  help 
/ou  decide  the  future  direction  of  the  economy,  the 
)est  would  be:  initial  claims  for  unemployment  insur- 
i,  an  index  of  commodity  prices,  and  the  inflation- 
sted  money  supply.  Why  these?  Because  they  best 
ict  the  economy's  current  set  of  problems. 
ie  upturn  is  dragging  its  feet  for  three  broad  rea- 
;:  The  labor  markets  are  weak,  demand  is  depressed, 
the  financial  system  is  strained.  Jobless  claims,  com- 
ity prices,  and  the  money  supply  will  provide,  respec- 
y,  the  best  signals  that  each  of  these  conditions  is 
ing  around.  Until  then,  the  groundwork  for  a  true 
very  will  not  be  in  place — something  that  is  raising 
:erns  even  in  the  Bush  Administration  (page  28). 

Strong  labor  markets  are  cru- 
cial. Initial  unemployment 
claims  stopped  falling  in  mid- 
July,  and  since  then,  they  have 
crept  back  up,  reflecting  a  new 
wave  of  layoffs.  Many  corpora- 
tions, particularly  service  pro- 
ducers, are  restructuring  to  cut 
costs.  Based  on  past  recovery 
patterns,  it  is  unusual  for 
claims  to  turn  up  this  early  into 
a  rebound.  Until  they  start  fall- 


JOB  GAINS 
IRE  A  SlOW  GO 


PRIVATE 
JOB  GROWTH 


AVERAGE  OF 
PAST  RECOVERIES 


991 
APRIL  SEPT. 


SCENT  CHANCE,  ANNUAL  RATE 
DATA:  LABOR  DEPT.,  GW 


again,  the  job  outlook — and  prospects  for  consumer 
mes  and  spending — will  remain  shaky, 
consistent  with  the  rise  in  jobless  claims,  the  labor 
kets  show  few  signs  of  strengthening.  The  latest  job 
i  show  that  nonfarm  industries  increased  their  pay- 
|  by  a  scant  24,000  workers  in  September,  following  a 
00  increase  in  August. 

lthough  the  August  gain  was  revised  upward  by 
00,  the  two  monthly  increases  were  still  very  small. 
[  while  the  unemployment  rate  edged  lower  in  Sep- 
ber,  from  6.8%  to  6.7%,  Labor  Dept.  officials  admit- 
that  the  dip  may  have  been  caused  by  the  vagaries 
easonal  adjustment. 

iAITH  Job  growth  is  the  weakest  in  any  recov- 
LRE:A  ery  in  the  postwar  era — with  one  excep- 
>TSPOT      t:ion,  1954.  Since  hitting  bottom  in  April, 

IB  JARC 

",WM  employment  in  private  industries  has 
wn  at  an  annual  rate  of  only  0.7%.  The  average  pace 
he  first  five  months  of  the  eight  previous  rebounds 
2.4% — more  than  three  times  faster  (chart), 
ote  that  this  analysis  ignores  the  loss  of  74,000  gov- 
nent  jobs  since  June,  reflecting  layoffs  in  the  wake 
he  budget  crunch  in  states  and  localities. 


Moreover,  job  growth  has  not  been  broad.  Since  April, 
gains  in  the  small  but  fast-growing  health  care  industry 
have  accounted  for  80%  of  the  224,000  increase  in  overall 
employment.  In  September,  health  care  added  38,000 
jobs.  But  for  that,  payrolls  would  have  fallen. 

Weak  labor  markets  portend  sluggish  income  growth 
for  consumers.  And  that  comes  at  a  time  when  house- 
holds are  struggling  to  reduce  debts  and  have  already 
depleted  their  savings.  Without  sufficient  growth  in  con- 
sumer demand,  the  factory  rebound — and  the  recovery — 
could  run  out  of  gas. 

1  INDUSTRIAL   The  absence  of  any  strength  in  commod- 

I  PRICES  ity  prices  underscores  the  failure  of  de- 
I  ARE  STILL  mand  to  percolate  through  the  economy 
I  WEAK  way  jt  typically  does  in  a  recovery. 

The  Commodity  Research  Bureau's  price  index  of  13  raw 
industrials  continues  to  trend  downward  and  is  some  15%' 
below  its  year-ago  level.  Commodity  prices  usually  have 
firmed  up  this  far  into  a  recovery. 

In  fact,  the  weakness  in  prices  of  industrial  commod- 
ities could  be  a  sign  that  demand  is  not  sufficient  to 
sustain  the  rebound  in  manufacturing.  Factories  have 
played  a  big  role  in  the  recovery  so  far,  but  the  first 
discouraging  word  came  in  September,  when  employ- 
ment in  manufacturing  fell  by  22,000  jobs.  In  addition, 
the  factory  workweek — another  leading  indicator — de- 
clined by  six  minutes,  to  40.9  hours. 

The  losses  in  jobs  and  work 
time  mean  that  industrial  pro- 
duction in  September  was  hard- 
pressed  to  show  much  of  a  gain. 
That  comes  after  a  slim  0.2% 
increase  in  August,  which  was 
the  smallest  in  five  months.  The 
combination  of  lean  inventories 
and  the  pickup  in  demand  after 
the  gulf  war  fueled  the  recent 
output  gains.  But  now,  that  im- 
petus may  be  fading. 


FACTORY  STOCKPILES 
FALL  BACK  IN  LINE 

170,  


JULY '90 


AUG.  '91 


DATA:  COMMERCE  DEPT. 


As  demand  fell  off  during  the  recession,  the  ratio  of 
inventories  to  shipments  in  manufacturing  jumped,  indi- 
cating that  stock  levels  were  excessive  in  relation  to 
demand.  But  by  August,  the  ratio  of  factory  inventories 
to  sales  had  fallen  back  to  prerecession  levels  (chart). 

This  means  that  factories  are  probably  comfortable 
with  their  current  levels  of  inventories,  so  the  pace  of 
output  from  here  on  will  depend  on  demand.  But  weak 
commodity  prices  suggest  that  demand  isn't  very  lively. 

The  third  leading  indicator,  money  growth,  isn't  show- 
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ing  much  life,  either.  It  has  been  slowing  down  instead 
of  accelerating  the  way  it  typically  does  when  the  Feder- 
al Reserve  cuts  interest  rates.  Since  March,  the  M2 
measure  of  money,  adjusted  for  inflation,  has  declined 
slightly.  That  is  unprecedented  in  the  early  stages  of  a 
recovery,  and  a  sustainable  upturn  under  such  conditions 
would  be  highly  unlikely  given  past  experience. 

There  are  several  reasons  for 
the  money  slowdown:  Loan  de- 
mand is  weak  because  debts  are 
already  heavy.  Banks  are  less 
willing  to  lend  because  of  past 
bad  loans.  Also,  economists  con- 
tend that  M2  is  depressed  be- 
cause money  is  flowing  out  of 
bank  accounts  into  higher-yield- 
ing stocks  and  bonds,  which  are 
not  part  of  the  money  supply. 
That  would  make  weak  money 
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THE  WAGE  SLOWDOWN 
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growth  less  of  a  concern  for  the  recovery. 

However,  some  economists  point  out  that  household 
assets — including  holdings  of  bank  deposits,  mutual 
funds,  and  bonds — have  also  slowed  down.  That  would 
mean  that  the  weakness  in  M2  is  more  fundamental. 
Moreover,  funds  that  go  into  stocks  and  bonds  don't  just 
crawl  in  and  disappear.  They  would  eventually  reenter 
the  money  supply  as  bank  deposits. 

In  any  event,  weak  M2  growth  remains  a  liability  for 
the  recovery,  as  long  as  other  signs  of  strength  in  the 
economy  remain  absent. 


WAGES 
SHOW  NO 
MAJOR 
GAINS 


At  the  moment,  signs  of  strength  are  few 
and  far  between.  In  particular,  the  slug- 
gish job  market  means  smaller  wage 
gains.  That's  good  for  inflation,  but  not 
for  consumers'  pocketbooks.  In  September,  the  average 
nonfarm  wage  edged  up  just  0.2%,  to  $10.42  per  hour. 
For  the  entire  third  quarter,  wages  were  up  by  3.2% 


from  a  year  earlier,  a  slowdown  from  the  3.9%  pace 
the  four  quarters  before  that. 

Service  pay,  which  accounts  for  more  than  half  of 
wages  and  salaries,  is  leading  the  downtrend  (chart), 
the  third  quarter,  hourly  pay  at  service-producing  ind 
tries  rose  at  an  annual  rate  of  2.5%,  the  smallest  quart  1 
ly  advance  in  five  years. 

Over  the  past  year,  service  wages  increased  a  mo 
3.5%,  compared  with  the  4.3%  rise  in  the  previous  y 
That  slowdown  has  been  widespread  across  service 
dustries.  Factory  wages  are  also  slowing,  setting 
stage  for  lower  inflation  in  both  goods  and  services. 

But  the  flip  side  of  slower 
wage  growth  is  that  households 
have  less  money  to  spend.  And 
with  fickle  job  prospects,  con- 
sumers are  more  cautious  about 
buying,  especially  with  credit. 

In  August,  consumers  cut 
their  installment  debt  levels  by 
$1.3  billion.  That  was  the  eighth 
time  in  the  past  nine  months 
that  debt  has  fallen.  Installment 
credit  is  now  0.7%  below  its  lev- 


JAN  '89 
A  PERCENT 
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el  of  a  year  ago.  Credit  hasn't  declined  that  much  si 
the  credit  controls  of  the  early  1980s. 

Clearly,  consumers  are  trying  to  make  their  debt  b 
dens  easier  to  carry.  Credit  outstanding  is  equal  to  17 
of  disposable  income.  While  still  high,  that's  down  a 
from  the  record  18. 9%  hit  in  late  1989  (chart).  The  ratic 
likely  to  fall  further  as  households  try  to  shore  up  th 
deteriorating  balance  sheets. 

Even  so,  the  best  improvement  for  the  outlook  of 
consumer  sector  would  be  a  pickup  in  job  creation.  F 
er  growth  in  the  money  supply  and  rising  commo< 
prices  will  also  signal  a  stronger  economy.  But  for  m 
consumers,  the  best  leading  indicator  for  recovery  wo 
be  a  rise  in  the  number  of  "Help  Wanted"  signs. 


THE  WEEK  AHEAD 


BUSINESS  INVENTORIES 

July.  Exports,  up  0.8%  in  July,  probably 
changed  little  in  August. 

CONSUMER  PRICE  INDEX 

Tuesday,  Oct.  15,  10  a.m. 
Inventories  held  by  manufacturers,  re- 
tailers, and  wholesalers  probably  fell  by 
0.27'  in  August,  say  economists  sur- 
veyed by  McGraw-Hill  Inc.'s  MMS  Inter- 
national. If  so,  that  will  be  the  seventh 
consecutive  decline  in  inventories,  includ- 
ing a  0.3%  drop  in  July.  Business  sales  in 
August  were  probably  up  by  a  small 
0.1%,  after  a  large  0.8%  gain  in  July. 

MERCHANDISE  TRADE  DEFICIT 

Thursday.  Oct.  17.  8:30  a.m. 
The  MMS  economists  expect  that  consum- 
er prices  probably  rose  by  0.2%'  in  Sep- 
tember, the  same  modest  gain  as  m  each 
of  the  previous  three  months.  Lower 
food  and  fuel  costs  will  lead  the  modera- 
tion. Excluding  food  and  energy,  prices 
likely  rose  0.3%  last  month,  after  climb- 
ing 0.4%  in  August. 

INDUSTRIAL  PRODUCTION 

Thursday,  Oct.  17,  8:30  a.m. 
The  foreign  trade  gap  likely  narrowed 
slightly  in  August,  to  $5.2  billion,  from 
July's  $5.9  billion.  Imports  are  expected 
to  have  fallen  after  they  rose  6.2%  in 

Thursday,  Oct.  17,  9:15  a.m. 
Output  at  the  nation's  factories,  mines, 
and  utilities  likely  grew  by  0.2%  in  Sep- 
tember, say  the  MMS  economists.  That's 

suggested  by  an  increase  in  auto  ass(l 
blies.  Output  rose  only  0.2%  in  Augi| 
but  it  had  jumped  0.7%  in  July. 

CAPACITY  UTILIZATION  

Thursday,  Oct.  17,  9:15  a.m. 
The  modest  gain  projected  for  indust: 
production  means  that  operating  rates 
September  likely  remained  near  the  £ 
mark  posted  in  August. 

HOUSING  STARTS 


Friday,  Oct.  18,  8:30  a.m. 
The  MMS  consensus  says  that  hous 
starts  likely  stood  at  an  annual  rate 
about  1.07  million  in  September, 
changed  from  their  pace  in  August.  T 
decline  in  mortgage  rates  has  still 
given  much  lift  to  the  housing  recove 
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Because  new  Microsoft  Works  does 
verything  from  mailing  lists  to  business 
plans,  it  can  put  any  business  on  a  roll. 


Why  just  talk  to 
Don  Schuize,  owner  of 
"Shultzy's."  Don  uses 
new  Microsoft'  Works 
for  Windows"  to  run 
almost  his  entire  busi- 
ness. And  the  reasons 
e  simple.  Works  comes  complete  with  a 
ord  processor,  spreadsheet,  charting,  data- 
ise  and  drawing  tools.  Or,  as  Don  would 
ly  "It  comes  with  the  works?  So  it's  ideal 
r  any  small  business. 

And  since  everything  works  together, 


Works  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


it's  very  easy  to  do  things  like  prepare  cus- 
tomer mailing  lists,  financial  analysis,  busi- 
ness plans  and  much  much  more. 

Furthermore,  because  it's  Windows- 
based,  it  works  a  lot  less  like  a  computer 
and  a  lot  more  like  you. 

Get  Works  now  and  expect  to  see  a 
check  for  $15*  right  in  the  package.To  learn 
more,  call  (800)  541-1261,  Dept.T48.  And 
find  out  how  to  get  your  business  cooking. 

Microsoft 


r  expires  4/:it>/92  or  whd,  supplies  last  Limit  one  per  customer  Offer  goad  only  m  the  A;  United  State*  t  1991  Microsoft  Corporation  All  rights  reserved  Printed  in  the  USA  In  the  SO  United  States,  call  1800)  5411261  Deft  T48  For  information 
In  Lanada.  ,  all  ISllllI  .ift.('((/./K.  aut-.ul,  II:.  I  ml,d  V«fc".  and  Canada.  ,  all  rjllhl  •»,*,  mil  .M>mm*  and  III,   \h,  ra..ufl  registered  trademark-  and  Window  Is  a  trademark  at  ,1ft,  r„v,f/  I  arporation  Laml.aaus  names  and  data  used  in 

*1S  and  sample  output  are  lutitifnts  unless  olheruise  noted  Shttit^'s  and  item  Sehulze's  nanus  used  leith  permission 


THE  ECONOMY  I 


BUSH  AND  DARMAN:  A  NEW  ROUND  OF  BUDGET  TALKS  COULD  BRING  TAX  CUTS  ON  CAPITAL  GAINS— AND  FOR  THE  MIDDLE  CLASS 
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GOING  ONE-ON-ONE 
WITH  THE  ECONOMY 

WITH  AN  ELECTION  YEAR  LOOMING,  BUSH  DECIDES  HE  HAS  TO  TAKE  ACTION 


m 


sacs 
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After  more  than  a  year  of  trying 
to  stare  down  the  economy, 
George  Bush  just  blinked. 
On  Oct.  8,  after  accepting  a  Treasury 
Dept.  plan  to  spur  bank  lending,  Bush 
said:  "We  have  to  do  more  than  this." 
And  with  that  declaration,  a  once-bullish 
President  signaled  his  concern  that  an 
anemic  recovery  could  threaten  his  re- 
election. 

For  the  first  time,  Bush  appears  ready 
to  end  his  hands-off  approach  to  econom- 
ic policy.  And  by  moving  now,  the  Presi- 
dent has  greatly  increased  the  chances 
of  a  significant  tax  cut  next  year. 

Bush  has  privately  authorized  Budget 
Director  Richard  G.  Darman  to  set  the 
stage  for  a  new  round  of  budget  talks. 


Bush's  goal  is  a  package  of  investment 
incentives,  including  a  reduction  in  capi- 
tal-gains taxes,  that  will  honor  at  least 
the  spirit  of  the  1990  budget  agreement. 
But  to  get  this,  the  White  House  would 
probably  have  to  accept  a  Democratic 
plan  for  middle-class  tax  relief.  Togeth- 
er, the  two  tax  cuts  could  make  an  at- 
tractive election-year  goody  for  the  vot- 
ers— if  not  for  deficit-watchers.  "We 
need  an  insurance  policy  to  maintain  the 
recovery,"  says  one  top  Bush  aide. 
•no  plan.'  It's  no  wonder  Bush  has  tak- 
en to  pounding  the  table  at  Cabinet 
meetings.  The  recovery  remains  slug- 
gish (page  25).  The  budget  deficit  is  $300 
billion  and  rising.  And  polls  show  that 
the  public  is  losing  confidence  in  the 


economy  and  in  Bush's  ability  to  hai 
it  (page  30).  Worse,  the  President  is 
ing  mounting  pressure  from  both  Del 
crats  and  conservative  Republicans 
end  his  hands-off  economic  policy. 

Democrats,  striving  for  the  h 
ground,  are  taking  an  activist  apprc 
to  fostering  recovery.  They're  tryinj 
shove  an  extension  of  unemploynl 
benefits  down  Bush's  throat  and 
working  on  a  middle-class  tax-relief 
Supply-side  Republicans  are  putting 
squeeze  on  Bush  to  back  their  tatf 
proposals,  which  include  a  huge  inc« 
in  personal  exemptions,  new  savings 
centives,  and  a  revived  investment 
credit.  "The  White  House  doesn't  ha1 
clue,"  grouses  former  Reagan  aide  L 
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3  A.  Kudlow,  now  chief  economist  at 
,  Stearns  &  Co.  "There's  no  plan,  no 
;.  They  think  they  can  just  bash  the 
for  easy  money  and  bash  the  regu- 
s  for  easier  lending." 
.  at's  because,  until  now,  Bush  has 
getting  predominantly  upbeat  news 
i  his  economic  wise  men — Fed  Chair- 
Alan  Greenspan,  Council  of  Eco- 
c  Advisers  Chairman  Michael  J. 
:in,  Treasury  Secretary  Nicholas  F. 
!y,  and  Darman.  But  their  message 
odds  with  the  signals  Bush  is  get- 
from  beyond  the  Beltway.  Pollster 
;rt  M.  Teeter  has  shown  Bush  dra- 
c  numbers  that  suggest  that  Ameri- 
are  fast  losing  confidence  in  the 
ident's  economic  management.  And 
less  executives  complain  that  they 
;eeing  little  sign  of  recovery  in  their 
r  books.  "I  don't  see  any  major  po- 
1  figure  calling  for  growth,"  says 
rican  Airlines  Inc.  Chairman  Robert 
randall. 

5ISTIBLE  PRESSURE.  With  the  '92 
idential  race  just  getting  started, 
l  holds  an  overwhelming  lead.  But 
President  is  beginning  to  recognize 
if  the  economy  doesn't  show  some 
s  soon,  he  could  have  a  big  problem, 
former  Federal  Reserve  Governor 
E.  Gramley:  "There's  a  significant 
that  the  economy  is  going  to  falter, 
ou're  sitting  in  the  White  House, 
re  got  to  worry  about  that." 
ish  knows  that  there's  little  of  sub- 
se  he  can  do  in  the  short  run.  But  to 
tax-cut  pressure  from  both  the  left 
the  right,  the  President  wants  to 
down  the  legislative  process  until 
in  refocus  the  political  debate  on  his 
terms. 

i  do  that,  he  has  to  show  voters  that 
concerned  about  the  economy  with- 
)verreacting.  For  starters,  the  Presi- 
staged  a  very  public  private  meet- 
with  business  leaders.  That  was 
■led  with  a  round  of  high-profile  ses- 
5  with  his  economic  advisers, 
le  show  was  topped  off  on  Oct.  8, 
n  the  Administration  proposed  a 
:age  of  technical  changes  in  bank 
ilation  intended  to  ease  the  credit 
ch.  Many  of  the  provisions  were  de- 
ed to  ease  banks'  need  to  take  big 
e-offs  on  real  estate  loans  and  to 
ent  disposal  of  troubled  projects  at 
sale  prices.  Bankers  were  urged  to 
lance  "economically  sound"  real  es- 
loans,  and  regulators  were  told  to 
bankers'  some  slack  in  valuing  real 
te  and  other  loans.  But  few  outside 
ysts  really  believe  Bush's  initiative 
make  for  a  healthy  economy.  "This 
:age  adds  up  to  a  Band-Aid,'  says 
hington  banking  consultant  Cynthia 
ilassman.  "The  bottom  line  is  that 


loan  demand  is  weak,  and  until  borrow- 
ers see  a  better  outlook  for  recovery, 
they're  going  to  be  leery  of  putting 
themselves  deeper  in  debt." 

Red  ink  may  worry  business  execu- 
tives, but  it  won't  trouble  politicians,  es- 
pecially in  an  election  year.  They  see 
both  the  sluggish  economy  and  the  pos- 
sibility of  billions  of  dollars  in  defense 
savings  as  an  opportunity  for  a  big  tax 
cut,  deficits  be  damned.  Until  recent 
days,  Bush  had  hoped  to  hold  the  line  on 
his  hard-fought  1990  budget  agreement 


care  and  Social  Security — are  off  the  ta- 
ble. And  defense  cuts  won't  produce  a 
windfall  for  many  years  to  come. 

Regardless,  Hush  lias  made  a  funda- 
mental decision  to  throw  his  political 
credibility  behind  an  effort  to  boost  the 
economy.  He  isn't  the  first  frustrated 
President  to  react  to  reelection  jitters 
this  way.  Remember  August,  1971,  when 
President  Nixon  imposed  wage  and  price 
controls  in  an  effort  to  get  a  sagging 
economy  moving?  In  January,  1980,  with 
inflation  out  of  control,  a  panicky  Presi- 


WORRY  POINTS  fOR  BUSH— AND  THE  VOTERS 


REAL  INTEREST  RATES 
REMAIN  STUBBORNLY  HIGH 

Although  the  Fed  has  4— 
eased  nine  times  over  j^fk 
the  past  10  months,  high 
interest  rates  are  still 
discouraging  borrowing. 
Banks  are  still  charging 
11%  on  auto  loans,  and 
the  prime  rate  hasn't 
dipped  below  8% 
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JOB  GROWTH 
IS  SLUGGISH 

Only  24,000  new  jobs      7  0 
were  created  in  Septem- 
ber, almost  all  in  service  6  5 
industries.  The  still-high 
unemployment  rate  is      6  0 
typical  of  the  early 
stages  of  recovery,  but  it  5  5 
doesn't  make  Bush  feel  "7 
any  better 


CONSUMER  CONFIDENCE 
IS  SAGGING  AGAIN 
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The  Conference 
Board's  index  of  con- 
sumer confidence  has 
been  slipping  since  last 
March.  People  remain 
concerned  about  job 
security,  and  nearly  40% 
believe  the  business 
environment  is  "bad" 


JAN.  1991 
A  PERCENT 

AND  SO  IS  VOTER 
CONFIDENCE 

Polls  show  a  steady  loss 
of  confidence  in  Bush's 
ability  to  handle  the 
economy.  In  Septem- 
ber, 60%  of  voters 
thought  the  economy 
was  getting  worse  and 
that  the  recession  had 
yet  to  hit  bottom 
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with  Congress,  which  precluded  any 
kind  of  tax  cut  at  least  until  after  the 
election. 

But  Bush  has  recognized  that  political 
pressure  for  a  tax  cut  may  be  irresist- 
ible. So  he  will  repackage  his  ill-starred 
plan  to  cut  taxes  on  capital  gains  to 
improve  the  odds  for  a  durable  recovery. 
ever  cautious.  Privately,  even  some 
key  congressional  Democrats  concede 
that  Bush  has  an  excellent  chance  of 
getting  his  capital-gains  tax  cut  next 
year.  But  it's  a  dangerous  strategy  that 
could  set  off  a  bidding  war.  The  White 
House  would  then  face  an  unpalatable 
choice:  Accept  offsetting  tax  hikes  to 
plug  the  revenue  gap  or  let  the  deficit 
soar.  The  only  opportunities  for  large 
spending  reductions — big  cuts  in  medi- 


dent  Carter  ordered  the  Federal  Reserve 
to  impose  credit  controls.  The  move  tem- 
porarily damped  inflation,  but  at  the 
price  of  a  nasty  recession. 

The  ever-cautious  Bush  is  not  oblivi- 
ous to  history.  But  he  recognizes  the 
pitfalls  of  overreacting  to  a  slow  econo- 
my. That's  why  he'll  resist  any  whole- 
sale rewriting  of  the  budget  agreement 
for  as  long  as  possible.  Still,  the  recov- 
ery will  be  a  year  old  by  the  time  any 
new  stimulus  kicks  in  next  summer.  At 
that  point,  a  jolt  to  the  economy  might 
produce  little  more  than  inflation.  The 
danger  is  that  Washington  will  once 
again  end  up  doing  too  much,  too  late. 

By  Howard  Gleckman  and  Douglas 
Harbrecht  in  Washington,  with  Kevin  Kelly 
in  Ch  icago 
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DALLAS  BOOTBLACK  PIERCE  SEES  "PEOPLE  HURTING  AND  TOO  MANY  INDUSTRIES  LAYING  OFF' 


'I  DON'T  HAVE  ENOUGH  MONEY 

TO  WALK  THROUGH  THE  LOCAL  MALL' 


Despite  Bush's  talk  of  recovery,  ordinary  Americans'  fears  are  palpable 


that 
the 


President  Bush  may  claim 
"the  economy  is  moving  in 
right  direction,"  but  the  message 
doesn't  seem  to  be  sinking  in.  Listen  to 
Linda  Pierce,  43,  who  says  business  has 
been  falling  steadily  since  February  at 
her  Dallas  shoeshine  stand:  "I  see  too 
many  people  hurting  and  too  many  in- 
dustries laying  off.  The  government 
says:  'Buy,  buy,  buy,'  but  consumers  are 
running  scared."  Or  to  Pat  Austin,  37,  of 
suburban  Atlanta,  whose  husband  just 
landed  a  job  managing  a  sporting-goods 
store  after  an  eight-month  search:  "We 
feel  more  hopeful  about  our  future,  but 
I  drive  right  past  the  mall  and  shop  at 
Kmart  or  Wal-Mart  instead." 

Pierce  and  Austin  aren't  alone.  A  com- 
mon thread  runs  through  interviews 
with  dozens  of  Americans  conducted  by 
BUSINESS  WEEK  correspondents  in  recent 


days:  The  fear  and  uncertainty  are  pal- 
pable. And  although  government  statis- 
tics suggest  that  a  slow  recovery  from  a 
relatively  mild  recession  is  under  way, 
most  consumers  aren't  so  sure. 
empty  pockets.  "I'm  really  afraid  to 
buy  anything,"  says  Kansas  City  (Mo.) 
mail  carrier  Kip  Morris,  40.  The  U.  S. 
Postal  Service's  recently  announced  plan 
to  eliminate  nearly  47,000  jobs  by  1995 
has  Moms  fretting.  For  Nashville  gas 
station  owner  Winston  Tucker,  the  wor- 
ry is  about  slow  tire  sales:  "People  who 
usually  come  in  and  buy  a  set,  they're 
now  saying  if  they  can  get  a  few  more 
miles  or  a  few  more  weeks,  they'll  let  it 
go."  Tucker  blames  credit-card  rates 
that  remain  as  high  as  21%,  but  adds: 
"The  consumer  doesn't  have  money  in 
his  pocket  to  spend." 
The  caution  that  Tucker  is  seeing  at 
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his  Phillips  66  station  is  evident 
across  the  nation.  The  unemployr 
rate  peaked  at  a  fairly  low  7.0%  in  J 
but  nearly  everyone  interviewed  hi 
story  to  tell  about  a  family  mem 
neighbor,  or  friend  who'd  lost  a  job 
against  those  tales  of  woe,  dips  of  l 
in  the  jobless  rate  don't  do  much  to  i 
sure  worried  working  people.  That 
be  why  the  Conference  Board's  mor 
index  of  consumer  confidence  has  sl< 
declined — from  81.1  in  March  to  72 
September. 

Most  of  those  interviewed  held 
high  opinion  of  Washington.  Ar 
Mayo  Jr.,  a  24-year-old  electrician  w 
ing  in  Boston,  faults  Bush  for  thres 
ing  to  veto  a  bill  extending  unemr. 
ment  benefits.  The  issue  hits  closi 
home:  1,000  of  the  4,500  members 
Mayo's  union  local  are  out  of  w 
"Bush  is  definitely  not  for  the  worl 
people,"  says  Mayo.  "Both  Reagan 
Bush — everything's  for  the  rich." 

Diana  Fandel,  34,  of  Maynard,  M; 
a  marketing  manager  for  a  med 
products  manufacturer,  believes  Bus 
doing  a  "shoddy  job"  managing 
economy.  "We  need  a  national  agen 
she  says.  "We  need  strong  leaders 
would  put  forth  a  national  plan.  It  m 
be  painful,  but  we  have  to  do  it."  Arl 
Martinez,  a  customer-service  represe 
tive  at  ncnb  Texas  National  Ban! 
Dallas,  doesn't  rail  at  politicians,  bu 
doesn't  expect  much  from  them,  eit 
Asked  what  he  thinks  Bush  and  ( 
gress  should  do,  he  replies:  "I'm 
sure  they  can  do  anything." 

If  it's  any  consolation,  these  dn 
economic  times  are  a  bargain-hunt 
paradise.  John  Carapiet,  44,  a  water  ( 
partment  inspector  in  San  Francisco 
also  restores  and  sells  Ferraris, 
spent  $200,000  remodeling  his  house. 
I  had  done  it  two  years  ago,  it  w< 
have  cost  50%  more,"  he  says.  Const 
tion  crews  hungry  for  work  bid  agg 
sively,  and  Carapiet  crows  that  he  ] 
$3,700  for  a  Sub-Zero  refrigerator 
carries  a  list  price  of  $6,000. 

Carapiet  isn't  the  only  one  mal- 
large  purchases.  Union  electrician  R 
ard  Larsen,  28,  works  alongside  May 
Boston  and  shares  his  opinion  of  Pi 
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BUSH'S  ACHILLES  HEEL:  THE  ECONOMY 


APPROVE  DISAPPROVE 


APPROVE  DISAPPROVE 


BETTER 


Do  you  approve  or  60  -| 
disapprove  of  the 
way  George  Bush 
is  handling  his  job 
as  President? 
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Do  you  approve  or  6o 
disapprove  of  the  way  ^ 
President  Bush  is 
handling  the  economic  30 
conditions  in  this  15 
country?  o 
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Right  now,  do  you 
think  that  economic 
conditions  in  the 
country  as  a  whole 
are  getting  better  or 
getting  worse? 
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Bush.  Still,  it's  Bush  who  keeps 
1  Federal  Reserve  Chairman  Alan 
ispan  and  bank  regulators  that  low 
st  rates  are  the  best  cure  for  the 
my,  and  Larsen  is  inclined  to 
.  He  says  he  and  his  wife  have  just 
it  a  house,  thanks  to  low  mortgage 
and  depressed  housing  prices, 
's  how  I've  benefited  from  the  re- 
n,"  he  says. 

use.  Bu^for  every  story  like  Lar- 

there  are  several  from  the  other 
>f  the  fence.  Paul  Mantzke,  a  line 
;r  at  Caterpillar  Inc.'s  heavy-equip- 

plant  in  Aurora,  111.,  can't  agree 
the  Federal  Reserve,  which  says 
frowth  in  the  manufacturing  sector 
3  the  Midwest  the  region  with  the 
st  economic  revival.  "I  don't  see  a 

lot  of  pickup  [in  orders],"  he  says, 
he  wishes  Washington  would  act. 

President  really  needs  to  look  at 
s  differently,"  says  Mantzke. 
•e's  still  something  wrong." 
consider  Lennell  Allen,  a  45-year- 
ingle  mother,  who  makes  around 
)0  a  year  running  the  electron-mi- 
)py  lab  at  the  medical  center  of  the 
•rsity  of  California  at  San  Francis- 
ke  all  her  fellow  workers,  she  will 

0  merit  or  cost-of-living  raise  this 
"It  means  my  salary  is  not  going 
ut  my  utility  bill  probably  will  go 
id  food  goes  up,  and  gas  goes  up," 
ays. 

wonder  she's  not  inclined  to  heed 
iconomists'  call  to  step  up  her 
ling  for  the  sake  of  the  common- 
"I'm  not  a  particularly  good  partic- 
in  the  present  economy.  I  don't 

1  have  enough  money  to  walk 
gh  the  local  mall,  and  generally  I 

says  Allen.  "There's  no  way  the 
my  is  improving." 
■sident  Bush  surely  would  debate 
point.  He  probably  would  cite  the 
annual  growth  rate  in  disposable 
nal  income  over  the  past  four 
Is.  That's  usually  a  sign  that  a  con- 
r-led  recovery  is  in  the  offing.  This 
around,  though,  few  want  to  be  the 
to  open  up  their  wallets. 

By  Chuck  Hawkins  in  Atlanta,  with 
'.anie  Anderson  Forest  in  Dallas, 

H.  Hammonds  in  Boston,  Alice  Z. 
o  in  San  Francisco,  Lyda  Phillips  in 
nlle,  and  bureau  reports 
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CURRENCY  MARKETS  I 


WHY  WASHINGTON  LIKES 
ITS  DOLLAR  WEAK 


A  stronger  yen  will  probably  reverse  the  growing  trade  deficit 


With  the  crumbling  Soviet  econ- 
omy dominating  their  agenda, 
finance  ministers  from  the 
seven  largest  industrialized  nations 
won't  have  much  time  to  worry  about 
the  slide  of  the  U.  S.  dollar  when  they 
gather  in  Bangkok  on  Oct.  12.  And  inac- 
tion will  suit  Washington  just  fine.  For 
in  the  runup  to  the  annual  meeting  of 
the  International  Monetary  Fund  and 
World  Bank,  Treasury  Dept.  officials  let 
it  be  known  that  they  were  glad  enough 
to  see  the  greenback  slip  from  the  highs 
it  set  last  summer  against  the  Japanese 


THE  DOLLAR'S 
SPLIT  PERSONALITY 
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yen.  The  markets  caught  the  signal  and, 
by  Oct.  4,  had  beaten  the  dollar  to  an 
eight-month  low  of  129  yen,  down  9% 
since  June  13. 

In  the  short  run,  the  U.  S.  currency's 
plunge  is  beneficial  to  the  economy — and 
politically  helpful  to  the  Bush  Adminis- 
tration. Japan's  trade  surplus  with  the 
U.  S.  is  on  the  rise  again  and  could  hit 
$40  billion  this  year.  A  stronger  yen 
could  weaken  Japanese  sales  and  boost 
U.  S.  exports.  The  currency  realignment 
could  also  bolster  weak  income  state- 
ments of  U.  S.  corporations,  which  were 
hurt  by  a  strong  dollar  in  the  third  quar- 
ter. On  Oct.  8,  for  example,  Procter  & 
Gamble  Co.  announced  a  rare  earnings 
decline  for  the  third  quarter — citing, 
among  other  things,  the  impact  of  a 
strong  dollar  in  Europe. 

In  coming  weeks,  chances  are  the 
greenback  will  weaken  further.  If  the 
Federal  Reserve  cuts  interest  rates,  as  is 
widely  anticipated,  the  dollar  will  face 
new  selling  pressure.  Already,  investors 


are  finding  6.9%  short-term  interest 
rates  in  Japan  attractive  compared  with 
the  5.25%  available  in  the  U.  S.  Traders 
say  a  key  test  for  the  dollar  will  be 
breaking  127  yen,  possibly  after  the 
Bangkok  meeting.  By  yearend,  the  dol- 
lar could  even  flirt  with  its  1988  low  of 
about  120  yen,  estimates  Nikko  Securi- 
ties International  Inc.  economist  Robert 
A.  Brusca. 

strange  interlude.  The  same  Wall 
Streeters  who  expect  new  lows  for  the 
dollar  in  coming  weeks  are  bullish  on  the 
greenback  longer-term.  As  the  U.  S.  eco- 
nomic recovery  gains  steam  and 
Japanese  growth  starts  to  slow, 
analysts  believe  the  dollar  will 
bounce  back  fast.  "It's  not  as 
though  the  dollar  is  waiting  for  all 
critical  means  of  support  to  be 
pulled  from  it,"  says  Brusca. 
Even  the  recent  decline  is 
less  a  matter  of  a  weak 
dollar  than  a  powerhouse 
yen  (chart).  For  example, 
the  dollar  has  actually  risen 
10%  against  the  mark  since 
the  end  of  last  year. 
The  yen's  current  pressure  on 
the  dollar  stems  from  unusual  cir- 
cumstances. After  a  rare  pause, 
Japan's  export  machine  is  kicking 
into  high  gear  again.  In  each  of 
the  past  five  months,  Tokyo's  cur- 
rent-account surpluses  have  been 
higher  than  year-earlier  levels.  In  Au- 
gust, the  $5.5  billion  surplus  was  more 
than  six  times  higher  than  the  1990  fig- 
ure. At  the  same  time,  European  inves- 
tors, who  had  avoided  overpriced  Japa- 
nese stocks  and  bonds  for  years,  are 
flooding  money  into  the  Tokyo  markets. 
And  while  exports  are  growing,  weak 
domestic  demand  is  causing  Japanese 
growth  to  slow. 

With  an  election  barely  more  than  a 
year  away,  the  White  House  is  banking 
that  a  weaker  dollar  now  will  defuse 
trade  tensions  next  year.  "Every  trend 
points  to  a  further  rise  in  Japan's  trade 
surplus,"  says  Rupert  Thompson,  an 
economist  with  London's  Phillips  & 
Drew  brokerage  firm.  That  may  be.  But 
by  the  time  it  happens,  Administration 
strategists  figure,  voter  attention  will  be 
easily  focused  on  an  economic  upturn 
and  a  rising  currency — and  away  from 
troubling  trade  imbalances. 

By  Bill  Javetski  in  Washington,  with 
Toshio  Aritake  in  Tokyo 
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THOMAS  VS.  HILL:  THE  LESSOHS  FOR  CORPORATE  AMERICA 


The  tortured  tale  has  all  the  ele- 
ments of  a  classic  case  of  sexual 
harassment.  The  male  boss  indig- 
nantly swears  he  did  nothing  wrong. 
The  female  employee  insists  he  did. 
There  are  no  other  witnesses.  The  ag- 
grieved woman  waits  years  before 
coming  forward.  And  other  men  seem 
perfectly  willing  to  ignore  the  matter. 

There's  one  crucial  difference,  how- 
ever, between  thousands  of  other  sexu- 
al-harassment cases  and  the  controver- 
sy swirling  around  Supreme  Court 
nominee  Clarence  Thomas  and  Univer- 
sity of  Oklahoma  law  professor  Anita 
F.  Hill:  This  one  is  being  played  out  in 
a  Senate  hearing 
room.  The  Senate's  in- 
vestigation into  Hill's 
allegation  that  Thom- 
as made  sexual  over- 
tures to  her  while  she 
was  his  personal  as- 
sistant in  the  early 
1980s  has  turned  a 
spotlight  on  behavior 
that  is  all  too  common 
in  the  workplace.  Hap- 
pily, regardless  of  its 
outcome,  the  incident 
may  raise  Corporate 
America's  conscious- 
ness on  the  issue. 

How  Hill's  allega- 
tion of  sexual  harass- 
ment has  been  han- 
dled— the  Judiciary 
Committee's  delay  in 
acting,  its  confusion 
over  whether  to  look 
into  the  charge  confi- 
dentially, and  some  senators'  immedi- 
ate disbelief — makes  the  Thomas  mat- 
ter "a  clear-cut  case  of  what  not  to 
do,"  says  Janet  Andre,  a  vice-president 
at  Catalyst,  a  New  York-based  non- 
profit group  that  researches  women's 
workplace  issues.  She  adds:  "But  it's 
understandable,  because  the  definition 
of  sexual  harassment  has  been  evolv- 
ing since  the  early  1980s." 
new  definition.  A  decade  ago,  most 
formal  complaints  involved  threats  of 
the  "sleep  with  me  or  lose  your  job" 
variety.  Today,  many  people  still  think 
of  harassment  as  involving  such  quid 
pro  quo  suggestions,  actual  touching, 
or  crude  gesture.  But  in  recent  years, 
the  courts  have  come  to  further  define 
sexual  harassment  as  the  creation  of  a 


hostile  work  environment  that  de- 
means or  demoralizes  someone  on  the 
basis  of  sex.  In  a  case  decided  last 
January,  Robinson  vs.  Jacksonville 
Shipyards,  a  Florida  federal  court 
ruled  the  standard  for  what's  offensive 
is  based  on  the  perception  of  "a  reason- 
able woman."  So  companies  aiming  to 
comply  with  the  law  must  regard  re- 
ports of  sexual  harassment  from  just 
that  reasonable  woman's  viewpoint. 

Since  1986,  when  the  Supreme  Court, 
in  Meritor  Savings  Bank  vs.  Vinson, 
alerted  employers  they  might  be  open 
to  liability  if  they  didn't  have  a  policy 
on  sexual  harassment,  many  compa- 


Nominee  Thomas  and 
accuser  Hill:  The 
handling  of  the 
charges  is  a  model 
of  what  not  to  do 


nies  have  issued  formal  statements. 
But  management  consultants  say  that 
isn't  enough.  To  protect  accusers  and 
the  accused,  companies  need  mecha- 
nisms in  place  to  deal  with  sexual-ha- 
rassment charges  before  they  come  up. 

The  first  step,  if  the  company  hasn't 
already  done  so,  is  to  write  and  then 
distribute  to  all  employees  a  definition 
of  what  management  will  and  won't 
tolerate.  "Just  saying  we're  against 
sexual  discrimination  is  not  enough," 
says  Janice  Bellace,  an  associate  pro- 
fessor at  the  Wharton  School  of  Busi- 
ness. The  policy  should  explicitly  use 
the  phrase  sexual  harassment. 

Many  management  consultants  also 
suggest  training  sessions  for  manag- 
ers— both  male  and  female.  These 


could  include  films,  case  studies, 
role-playing.  The  idea  is  to  help 
men  and  women  appreciate  th 
from  the  other  side.  Not  surprisin 
the  sexes  perceive  the  issues  quite 
ferently.  "When  men  look  at  se: 
harassment,   they  tend  to  think 
touching,"  says  Silver  Spring  (] 
management  consultant  Lauren 
Nile.  "Women  tend  to  consider  the 
tile  work  environment — her  chest 
ing  stared  at  or  sexual  jokes." 
outside  review.  Most  import 
There  should  be  an  avenue  for  ( 
plaints  separate  from  the  usual  gi 
ance  channels.  What's  crucial  is 
have  an  objective 
sider  do  the  rev 
ing.  Companies  sh< 
appoint  an  execu 
to  investigate  har 
ment  cases.  And 
fidentiality  must 
emphasized.  "It's 
ficult  for  women 
come  forth,'" 
Claudia  Withers 
the  Women's  Le  I 
Defense  Fund.  As  I 
rape  cases,   the  ■ 
tims  of  sexual  har 
ment  are  often  re 
tant   to  speak 
fearing  that  if  t 
do,  their  compk 
will  become  a  ba 
of  credibility 
tween  the 
and  accuser 

Experts  also  ag 
that  managers  rr 
act  on  complaints  immediately.  But 
approach  should  be  tailored  to  the  i 
vidual  nature  of  the  offense  and 
parties  involved.  Given  the  confu; 
over  what  harassment  is,  the  execu 
with  a  complaint  should  consider 
possibility  of  an  honest  misunderste 
ing.  As  Andre  puts  it:  "There  are 
pie  who  haven't  realized  that  behav 
that  once  were  common  are  no  Ion 
acceptable. 

What  often  makes  words  or  gesti 
offensive  is  the  simple  fact  that  t 
occur  at  the  office.  Despite  its  intin 
nature,  "sexual  harassment  isn't  so 
thing  personal  between  the  man 
the  woman,"  says  Bellace.  Rather 
a  common  workplace  issue — one 


tl 


accu 


ployers  ignore  at  their  peril. 
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BIG  BLUE  HOSTILE 
I  GRAY  HAIRS? 


ige-discrimination  suit  raises  questions  for  all  employers 

Vhen  Richard  Rathemacher,  a 
systems  engineering  manag- 
er, left  IBM  in  August,  1987, 
asn't  really  fired,  the  company  says, 
the  30-year  veteran  agrees.  Instead, 
lys  IBM  threatened  him  with  an  "un- 
factory"  job  rating  and  then  "sug- 
id"  he  sign  up  for  a  1986  early- 
sment  plan.  He  initially  signed  up 
r  duress  but  then  wavered.  IBM, 
itime,  stripped  him  of  his  title  and 
;s  and  reassigned  him  to  an  aban- 
d  office,  with  no  supplies,  no  switch- 
d,  and  no  secretary.  Weeks  later, 
iemacher,  then  55,  arrived  at  work 
nd  that  his  office  had  been  cleared 
the  night  before.  "At  that  point  I 
'Maybe  I'd  better  take  the  retire- 
:  plan.'  I  had  absolutely  no  choice," 
Rathemacher. 

)w,  with  the  Oct.  7  opening  of  his 

iiscrimination  suit,  Rathemacher  is 

ng  IBM  to  tell  it  to  the  jury.  In  a 
pending  in  U.  S.  District  Court  in 

ton,  N.  J.,  he  accuses  IBM  of  making 

c  so  intolerable  that  any  reasonable 

on  in  his  circumstances  would  re- 
He  seeks  lost  pay  of  about  $75,000 

ar,  plus  punitive  and  other  damages. 

\  its  core,  the  Rathemacher  case 

;s  this  question:  Does  IBM  discrimi- 
on  the  basis  of  age?  "This  age- 

•imination  attitude  goes  all  the  way 

le  heart  of  the  organization,"  Rathe- 


and  the  buyouts  aren't  part  of  a  scheme 
to  hire  younger,  cheaper  labor.  But  the 
line  between  lawful  incentives  and  coer- 
cion amounting  to  age  discrimination  "is 
still  very  murky,"  says  Cathy  Ventrell- 
Monsees,  a  lawyer  for  the  American  As- 
sociation of  Retired  Persons. 

Even  if  the  plans  fall  squarely  within 
the  law,  they  raise  other  problems.  Se- 
niors object  to  any  presumption  that  old- 
er workers  aren't  as  capable  as  younger 
workers  or  are  less  willing  to  work. 
Moreover,  the  cost  of  retraining  and  re- 
cruiting could  offset  any  savings  from 
the  job  cuts,  says  Robert  Tomasko,  a 
downsizing  consultant  at  Arthur  D.  Lit- 
tle Inc.  "Companies  focus  on  lowering 
head  count  instead  of  on  what  skills  they 
need  for  the  future,"  he  says. 

Rathemacher's  case  cuts  to  the  heart 
of  IBM's  "full  employment"  policy,  which 
originated  with  founder  Thomas  J.  Wat- 
son Sr.'s  vow  not  to  lay  off  workers  for 
economic  reasons.  Instead  of  layoffs,  the 
slumping  computer  giant  has  offered  six 
early-retirement  and  other  incentive  pro- 
grams in  five  years  (chart). 
hollow  promise.  Now,  Rathemacher 
intends  to  call  Akers  to  the  stand  to 
show  that  for  older  workers,  the  no-lay- 
off promise  is  a  hollow  one.  Akers  testi- 
fied in  a  deposition  that  one  reason  the 
company  offered  the  retirement  plan 
was  to  eliminate  older,  more  highly  paid 
workers — evidence  that  U.  S.  District 
Judge  Anne  E.  Thompson  said  suggests 


macher's  lawyer,  Nancy  Erika  Smith, 
said  in  her  opening  argument.  She  cited 
an  IBM  policy  forcing  100  key  executives 
to  vacate  those  jobs  at  age  60. 

IBM  denies  it  mistreated  Rathemacher 
and  counters  that  he  left  "voluntarily" 
with  a  "very  generous  severance  and 
retirement  package"  after  consulting  le- 
gal counsel  and  his  accountant.  IBM  law- 
yer Michael  Furey  calls  the  case  "a  trag- 
edy, but  not  because  of  age  discrimi- 
nation. There  were  serious  problems 
with  Dick  Rathemacher's  performance." 
sticky  question.  Barring  an  out-of- 
court  settlement,  the  trial  promises  more 
than  just  IBM  Chairman  John  F.  Akers 
as  a  witness.  In  an  era  of  corporate 
downsizing,  the  case  raises  for  all  em- 
ployers the  sticky  question  of  whether 
early-retirement  plans  mask  age  dis- 
crimination. "The  programs  and  the 
manner  in  which  they're 
applied  could  be  more  of 
a  shove  than  a  helpful 
offer,"  says  Christopher 
Mackaronis,  an  age-dis- 
crimination lawyer. 

For  the  past  decade, 
companies  have  shrunk 
payrolls  by  offering  ear- 
ly retirement  incentives. 
The  packages  are  legal 
as  long  as  older  work- 
ers leave  voluntarily 
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the  plan  "may  have  had  impermissible 
goals."  In  the  same  pretrial  ruling,  she 
also  said  that  Rathemacher's  evidence  of 
how  IBM  treated  age-discrimination 
charges  is  "indirect  proof  of  institution- 
alized age  bias." 

Another  element  of  Rathemacher's 
case  is  his  attempt  to  show  that  IBM 
used  negative  job  appraisals  as  a  way 
for  managers  to  force  seniors  to  accept 
early  retirement,  then  turned  a  "blind 
eye"  to  their  complaints  of  age  discrimi- 
nation. That  charge  calls  into  question 
IBM's  long-standing  "open  door"  policy, 
which  encourages  workers  to  take  their 
gripes  to  top  managers,  even  to  Akers 
himself,  with  the  assurance  that  they'll 
be  investigated  fairly. 

Rathemacher  excelled  at  IBM  for  most 
of  his  career,  winning  numerous  sales 
and  achievement  awards.  But  in  early 

1985,  his  new  manager, 
Charles  Quinn,  passed 
him  over  for  a  promo- 
tion, saying,  according 
to  Rathemacher,  that  he 
wanted  "new  young 
blood  in  that  job." 
Quinn  later  raised  ques- 
tions about  Rathe- 
macher's work.  In  early 

1986,  court  records  say, 
Quinn  reorganized  the 
branch  and  put  Rathe- 
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EMACHER  SAYS  HE  HAD  "ABSOLUTELY  NO  CHOICE"  BUT  TO  TAKE  EARLY  RETIREMENT 
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macher  in  charge  of  mainframe  comput- 
ers, even  though  all  of  his  experience  at 
IBM  had  been  with  small  systems.  Then, 
in  a  November,  1986,  meeting,  Quinn 
blasted  Rathemacher's  performance  and 
ability  to  get  along  with  colleagues.  In 
the  same  meeting,  he  brought  up  early 
retirement. 

Before  and  after  he  reluctantly  signed 
on,  Rathemacher  says  he  protested  to 
superiors  that  he  was  being  mistreated 
on  account  of  his  age.  In  July,  1986,  he 
complained  informally  to  one  of  Akers' 
assistants.  But  after  speaking  to  Quinn 
and  others,  Rathemacher  says  the  assis- 
tant told  him,  "At  your  age,  hang  on  to 
your  job  and  keep  out  of  people's  way." 
In  March,  1987,  Rathemacher  filed  a  for- 
mal open-door  complaint  with  Akers'  of- 
fice, and  in  June,  1987,  he  sought  a  re- 
hearing. Both  times,  he  says,  investi- 
gators interviewed  Quinn  and  other 
managers  but  failed  to  explore  fully  his 
side  of  the  case. 

secret  tapes?  IBM  is  fighting  back  hard. 
The  company  will  call  employees  to  tes- 
tify that  Rathemacher's  performance  be- 
gan "a  precipitous  decline"  in  Novem- 
ber, 1984.  The  particulars:  "persistent 
negativism,  insensitivity,  rudeness,  ver- 
bal abuse,  and  poor  interpersonal  rela- 
tions with  his  co-workers."  And,  says 
IBM,  Rathemacher  secretly  taped  conver- 
sations with  his  managers  and  co-work- 
ers, "presumably  in  an  effort  to  manu- 
facture an  age-discrimination  lawsuit." 
IBM  will  also  defend  its  famous  open- 
door  and  no-layoff  convwntions.  "IBM 
has  a  very  proud  tradition  of  never  hav- 
ing laid  off  a  single  individual  to  cut 
costs,"  Furey  said  in  court. 

Win  or  lose,  IBM  will  pursue  its  previ- 
ously announced  plans  to  pare  17,000 


'At  your  age, 
hang  on  to  your  job 
and  keep  out 
of  people's  way' 


more  workers,  largely  through  retire- 
ment incentives.  Employees  who  accept 
them  must  waive  their  rights  to  sue  the 
company.  And  in  early  October,  IBM  for- 
malized plans  to  stiffen  its  performance 
standards  to  weed  out  weaker  employ- 
ees and  reward  stars.  A  spokesperson 
-ays  IBM  is  seeking  "to  raise  the  bar  on 
performance  to  meet  international  com- 
petition." Rathemacher  doesn't  buy  that. 
And  if  he  wins,  IBM  will  be  under  extra 
pressure  to  make  sure  the  bar  is  raised 
to  the  same  height  for  everyone. 

By  Michele  Galen  in  New  York 


EXECUTIVE  PAY  I 


LAYOFFS  ON  THE  LINE, 

BONUSES  IN  THE  EXECUTIVE  SUITE 


General  Dynamics'  huge  handouts  to  25  top  managers  are  drawing  f 


w 


'ho  says  there's  no  peace  divi- 
dend? Twenty-five  top  execu- 
tives of  General  Dynamics 
Corp.,  the  nation's  No.  2  defense  con- 
tractor, have  booked  $18  million  in  incen- 
tive bonuses  in  just  the  past  six  months. 
Not  bad  for  a  company  that's  even  now 
dismissing  thousands  of  workers  in  or- 
der to  better  position  itself  in  what  Chief 
Executive  William  A.  Anders  admits  is 
"a  nongrowth  market." 

CD's  "Gain/Sharing"  executive  com- 
pensation plan,  which 
became  controversial 
last  May  when  share- 
holders approved  it, 
gives  the  25  top  manag- 
ers bonuses  equal  to 
predetermined  multiples 
of  their  salaries  for  ev- 
ery 10-point  jump  above 
the  $25.56  price  of  CD's 
shares  on  Feb.  15.  Back 
in  May,  the  GD  execs 
pocketed  about  $6  mil- 
lion, an  amount  equal  to 
their  salaries.  Now, 
with  GD's  share  price  closing  on  Oct.  8 
above  $45.56  for  the  10th  straight  day, 
the  group  will  be  able  to  look  forward  to 
an  additional  $12  million  in  bonuses.  GD 
executives  say  the  payments  are  just  re- 
wards for  raising  the  stock  price. 
plenty  of  cash.  What  has  sent  GD's 
stock  soaring  like  one  of  the  Atlas  rock- 
ets the  company  builds?  Investors  relish 
the  fact  that  GD's  cash  position  is  grow- 
ing rapidly.  That's  thanks  in  part  to  the 
furlough  of  13%  of  its  work  force  this 
year  and  slashes  in  other  spending.  Com- 
pany-funded research  and  development 
outlays  in  the  first  half  of  1991  fell  367' 
below  year-earlier  levels.  GD  President 
James  R.  Mellor  says  that  capital  spend- 
ing through  1995  will  be  $1  billion  less 
than  planned  only  a  year  ago.  "We  em- 
barked on  this  course  because  we  real- 
ized the  new  realities  of  the  defense 
business  and  that  defense  spending  is 
going  to  go  down,"  explains  Mellor.  "It's 
absolutely  a  part  of  our  strategy  to  stay 
ahead  of  the  power  curve." 

As  a  result  of  its  cutbacks,  GD  expects 
to  enjoy  a  cash  hoard  of  almost  $600 
million  by  yearend,  a  kitty  most  Wall 
Streeters  hadn't  expected  GD  to  amass 
for  at  least  another  year.  And  investors 
have  cheered  since  Anders  last  month 
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announced  that  GD's  cash  over  the 
few  years  will  be  so  far  beyond  whal 
company  needs  that  "we  have  dec 
that  'excess'  cash  will  be  returned  tc 
shareholders."  Although  the  comj 
hasn't  decided  how  or  when  it  wil 
that,  GD  is  considering  a  buybaclj 
stock,  a  boost  in  the  regular  dividena) 
a  fat  onetime  payout. 
bloodletting.  Less  sanguine  are 
86,000  employees,  who  have  seen 
ranks  thinned  by  12.000  since  last  CI 
mas   as  Anders 
rushed  to  shrink 
company  faster 
the  declining  U.  S.  | 
fense  budget.  And 
Pentagon  spending 
for  further  cuts 
the  1992  elections, 
bloodletting  likely 
be  over  anytime  socj 
No  wonder,  then, 
the  timing  of  GD's] 
ecutive  bonuses 
miffed  many  line  wl 
ers  unsure  of  theirl 
tures.  "Why  is  there  just  Gain/Shaj 
for  the  25 — most  of  them  relative 
comers — while  people  who  have  woi| 
in  the  trenches  for  many  years  are  [ 
ing  their  jobs?"  fumes  Dean  L.  Girarl 
GD  coordinator  for  the  International 
sociation  of  Machinists,  which  rei 
sents  production  workers  at  plant! 
Texas  and  California.  Adds  Graen 
Crystal,  a  pay  expert  at  the  Univerj 
of  California,  Berkeley  and  a  former) 
compensation  executive:   "This  ill-' 
ceived  plan  smacks  of  the  Marie  ArJ 
nette  school  of  management." 

Despite  the  lure  of  a  near-t^ 
payout,  there  are  still  plenty  of 
term  worries  for  investors.  Kemper  | 
curities   Group  analyst  Lawrence 
Harris  predicts  the  company's  operat 
earnings  will  run  about  flat  for  the  n 
five  years.  In  Congress,  he  notes, 
fense  has  moved  from  being  the  sac 
cow  of  the  early  1980s  to  the  cash  < 
of  the  early  1990s."  And  Prudential 
curities  Inc.'s  Paul  H.  Nisbet  frets  t 
if  GD  goes  through  with  plans  to  dist  jjSj 
ute  its  cash  hoard,  "it  may  have  to  fo: 
future  opportunities  that  require  he; 
investment."  Unlike  its  nervous  empl  i 
ees,  GD  execs  don't  have  to  wait. 

By  James  E.  Ellis  in  Chic 
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For  Newark  Life 
jgents,usir|g\\5ndows 
is  a  standard  policy 


'Without  Windows,  we  would  not  have  been 
able  to  accomplish  our  objective. " 


"Ease  of  use  and  performance  were  major 
considerations. " 


IT 


"The  system  we  developed  with  Windows 
enabled  us  to  improve  agent  productivity. " 


"What  it  comes  down  to  is  that  Windows  was 
a  proven  product. " 


Dick  Nelson,Vice  President,  Newark  For  more  information,  call  (800)  54 1-1261, 
ife,  used  the  Microsoft  Windows  operat-    Dept.  W26,  and  we'll  send  you  a  free  Bill 
ig  system  to  integrate  multiple  applications  Gates  video,  "Windows  at  Work." 
lto  a  single  solution.  Now  agents  can  easily 

se  PCs  to  make  presentations  and  under-  IUfif~*§¥\ CJli'tt' 

'rite  policies  -right  in  a  customer's  home.  mw/Krt\f&^MFt 

good  while  supplies  last  and  only  in  the  SO  United  States.  ©  1991  Microsoft  Corporation  Alt  rights* reserved  Printed  in  the  U  5  A  In  the  50  United  States,  call  (800)  5411261.  Dept.  W26  In  Canada,  call  (800)  563-9048  Outside  the  United  State*. 
Canada,  call  (206)  936-8661  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  l.  a  trademark  of  Microsoft  Corporation 


MARKETING  I 


WEATHERUP:  FIGHTING  TO  RAMP  UP  SALES  DESPITE  COKE'S  RAMPANT  DISCOUNTING 


PEPSI:  MEMORABLE  ADS, 
FORGETTABLE  SALES 


It's  No.  1  in  viewer  recall,  but  it's  not  gaining  any  ground  on  Coke 


All  summer  long,  Pepsi-Cola  was 
telling  Americans  to  "Chill  Out." 
The  trouble  is,  they  did. 
Instead  of  rushing  to  buy  another  six- 
pack  of  Pepsi  every  time  they  heard  the 
catchy  jingle  from  PepsiCo  Inc.'s  sum- 
mer promotion,  consumers  sat  back  and 
waited  out  the  heat.  Grocery-store  sales 
of  Pepsi's  nine  major  soft  drinks  grew 
just  2%  in  the  first  half  of  1991,  accord- 
ing to  Nielsen  Marketing  Research.  And 
preliminary  figures  show  that  the  slug- 
gish growth  persisted  into  the  summer. 
price  war.  Pepsi's  slowdown  helped 
archrival  Coca-Cola  Co.  build  its  share  of 
the  grocery  store  market  from  34$  to 
34.1%  at  the  expense  of  Pepsi,  which 
now  has  32.17'.  That  may  not  sound  like 
much,  but  in  the  soft  drink  industry 
each  tenth  of  a  point  of  share  is  worth 
$44  million.  Pepsi  won't  give  numbers 
but  says  its  own  supermarket  data  show 
it  growing  faster  than  Coke.  Even  so, 
Pepsi's  torpid  results 
are  surprising,  particu- 
larly since  it  owns  the 
most  popular  advertis- 
ing on  television.  With 
its  slightly  goofy  arm 
gesture,  the  Summer 
Chih  Out  campaign 
caught  'he  imagination 
of  viewers.  And  the  cur- 
rent Diet  Pepsi  cam- 
paign has  inspired  mil-  1950 


lions  to  sing  along  with  Ray  Charles  and 
his  rendition  of  You've  Got  the  Right 
One  Baby,  Uh-huh. 

Indeed,  by  Madison  Avenue's  reckon- 
ing, Pepsi  has  left  Coke  in  the  dust. 
While  Pepsi's  ads  routinely  rank  No.  1  in 
viewer  recall,  according  to  market  re- 
searcher Video  Storyboard  Tests,  Coke 
usually  ranks  fourth  or  fifth.  Yet  memo- 
rable advertising  hasn't  saved  Pepsi 
from  forgettable  sales.  James  Murren, 
an  analyst  at  C.  J.  Lawrence  Inc.,  pre- 
dicts that  the  recession  and  a  fierce  price 
war  between  Coke  and  Pepsi  will  reduce 
third-quarter  earnings  at  Pepsi  by  1%. 

That's  bad  news  for  parent  PepsiCo, 
which  is  also  struggling  with  depressed 
earnings  at  its  Frito-Lay  and  Kentucky 
Fried  Chicken  units.  And  it  has  prompt- 
ed some  hard  thinking  at  the  company's 
Somers  (N.  Y.)  headquarters.  Craig  E. 
Weatherup,  president  of  Pepsi-Cola  Co., 
says  that  he  is  eager  to  jump-start 

PEPSI'S  LOGO  LINEAGE 


sales:  "It's  the  No.  1  thing  on  my  li 
Weatherup  doesn't  blame  Pepsi's 
for  the  lackluster  results.  But  he 
marketing  chief  David  Novak  ar 
hesitating  to  tinker  with  Pepsi's  imi 
The  company  recently  unveiled  a  r 
sign  of  Pepsi's  logo.  And  sources  c 
to  Pepsi  say  it  plans  an  overhaul  oi 
25-year-old  Pepsi  Generation  ad  < 
paign.  Pepsi  won't  give  details,  but 
vak  notes:  "We've  got  to  be  oper 
looking  at  different  things." 
no  zing?  To  some  Pepsi  bottlers, 
slow  sales  point  up  the  limitations 
even  the  best  ads.  Earl  G.  Graves,  cl 
man  of  Pepsi-Cola's  Washington  (D 
bottler,  says  slick  pitches  can't  coit 
Coke's  rampant  discounting.  Such  tac 
have  helped  Coke  hold  onto  a  lead 
Pepsi  in  grocery-store  sales  since  19 
To  be  sure,  Coke  spends  millions 
image  advertising  as  well.  And  the  c 
pany  is  fighting  charges  that  its  ads 
outmoded  and  lack  zing.  Yet  Coke  cl 
ly  doesn't  share  Pepsi's  yen  for 
award-winning  ad.  Says  Peter  S.  Sea 
director  of  global  marketing  at  C 
Cola:  "Whether  or  not  Coke  wins  a  ( 
Lion  at  Cannes  in  1992  is  so  immatc 
as  to  be  inconsequential  to  me.' 

Coke  trumpets  more  mundane  mar 
ing  efforts,  such  as  its  exclusive 
tract  with  the  National  Football  Lea 
to  sell  Coke  at  NFL  games.  As  a  res 
Coke's  familiar  logo  is  plastered 
scoreboards  from  Giants  Stadium 
Candlestick  Park.  The  company  belli 
that  such  ubiquity  builds  sales  of 
brand  in  grocery  stores. 

Coke  also  holds  an  advantage  in 
price  wars.  Unlike  Pepsi,  which  o1 
many  of  its  bottlers  directly,  Coke 
spun  most  of  them  off  into  a  sepai 
public  company,  Coca-Cola  Enterpr 
Inc.  So  when  Coke  pushes  througl 
discount,  CCE,  rather  than  Coke,  absc 
the  hit  to  profits.  When  Pepsi  discou 
it  takes  the  hit  itself.  Weatherup  ho 
that  a  management  change  at  CCE 
shift  Coke's  focus  from  discounting 
other  marketing  ploys.  That  would  al 
Pepsi  to  refocus  its  energies,  too. 

One  thing  Pepsi  remains  committei 
is  big-budget  advertising.  It  hasn't 
gotten  that  the  Pepsi  Generation 
campaign  turned  it  from  a  bar£ 
brand  into  a  formidi 
No.  2.  But  now,  P<| 
~ faces  a  new  challei 
taking  on  Coke  ir| 
^  market    where  e 

^  1        stars  as  bright  as  1; 

Charles  don't  guarar; 
stellar  sales. 

By  Mark  Landle 
Somers,     N.  Y., 


1962 


1987 


Walecia 
A  thin  to 


Kon rad 
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The  Alfa  Romeo  164.  A  car  so  good,  with  a  warranty  so  complete, 

it  even  covers  the  occasional  mental  breakdown. 


The  Alfa  Romeo  Assurance  Program  is  no  ordinary 
package  of  services.  Because  it  covers  everything 
from  oil  changes  to  windshield  wiper  blade  replace- 
= —       ment  for  three  years  or  36,000  miles.  But  it 
goes  further,  to  cover  things  like  the  cost 
of  roadside  service  should  you 
forgetfully  run  out  of  gas.  Or  the 
installation  of  your  spare  if  you 
have  a  flat  tire  while  on  the  road. 
It's  just  another  reason  to  appre- 
ciate owning  a  164.  Even  under 
the  most  unfortunate  circum- 
stances. Call  1-800-245-ALFA  for 
the  dealer  nearest  you  for  details 
and  a  copy  of  this 
imited  warranty* 

*Emerf>ency  roadside  service  and  trip  interruption 
assistance  provided  by  Crosscountry  Motor  Club, 
Inc.,  Boston,  MA  02155;  except  in  California, 
where  services  are  provided  by  Cross  Country 
Motor  Clubof  California,  Inc.,  Boston,  MA  02155 
i'1991  Alfa  Romeo  Distributors  of  North  America 

Thp  Ipppnrtarv  mptrnup  of  hiph  nprfnrm^nrp 


FINANCIERS! 


CHRYSLER  KNOCKS,  AND 
KERKORIAN  ANSWERS— AGAIN 


Why  he  bought  17%  of  the  carmaker's  35  million-share  offering 


They  code-named  it  "Grand  Slam." 
And  Chrysler  Corp.  was  praying 
for  just  such  a  big  play.  Faced 
with  a  possible  cash  crunch  brought  on 
by  sluggish  car  sales  and  the  expensive 
launch  of  two  new  models,  Chairman 
Lee  A.  Iacocca  was  beating  the  bushes 
for  $350  million  in  fresh 
cash.  Detroit's  No.  3 
auto  maker  got  its  pray- 
ers answered  on  Oct.  2, 
when  Los  Angeles  mon- 
eyman  Kirk  Kerkorian 
picked  up  1795  of  its 
new  shares. 

News  of  Kerkorian's 
purchase,  which  quickly 
spread  to  several  large 
investors  who  had  been 
sitting  out  the  deal, 
helped  lure  enough  of 
them  to  oversubscribe 
the  Chrysler  offering  at 
35  million  shares.  But 
what  does  the  74-year- 
old  Kerkorian,  Chrys- 
ler's largest  investor, 
want  with  an  additional 
$60  million  stake  in 
Chrysler?  After  all,  he 
has  already  suffered  an 
estimated  paper  loss  of 
$45  million  on  the  22 
million  shares  he  has 
held  since  early  Novem- 
ber. "Maybe  he  just  be- 
lieves in  this  company,"  suggests  John 
B.  Neff,  manager  of  the  Windsor  Fund, 
Chrysler's  second-biggest  shareholder. 
soul  mates?  Part  of  Kerkorian's  contin- 
ued fascination  with  Chrysler  stems 
from  his  admiration  for  Iacocca.  The 
two,  both  sons  of  immigrants,  have  met 
several  times  since  Iacocca  first  unsuc- 
cessfully sought  out 
Kerkorian  two  years 
ago  to  buy  Chrysler's 
former  Gulfstream 
Aerospace  Corp.  unit. 
When  Iacocca  came  to 
Los  Angeles  to  pitch 
the  new  stock  at  the 
Beverly  Hilton  in  late 
September,  he  made  a 
special  trip  to  Kerkor- 
ian's Wilshire  Boule- 
vard office.  He  lugged 
four-foot-high  photos  of 


upcoming  models  with  him.  "Kirk  does 
his  own  analysis,  but  it  starts  with  the 
fact  that  he  likes  Chrysler's  manage- 
ment," says  Alejandro  Yemenidjian,  the 
dealmaker's  top  financial  adviser. 
"They've  made  mistakes.  But  they've  ad- 
mitted them,  and  they've  refocused." 
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CHRYSLER'S  NOSEDIVE 


SEPT.  '90  OCT 
A  INDEX:  SEPT.  30,  1990=100 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


It's  possible  that  Kerkorian  senses 
nothing  more  than  a  cheap  stock.  At  $10 
a  share — down  50%'  from  just  last  De- 
cember— Chrysler  may  have  little  down- 
side. With  1991  model  sales  having  fallen 
13%  below  the  previous  year,  analysts 
predict  that  Chrysler  lost  more  than 
$1  billion  through  September. 

But  there  are  some 
positives.  Even  in  a 
down  market,  says  Ye- 
menidjian, Chrysler 
managed  to  maintain  its 
12%  share  in  the  U.S. 
market.  And  by  this 
time  next  year,  the  com- 
pany will  have  unveiled 
its  long-awaited  new 
models:  the  Grand 
Cherokee,  which  is  a 
four-door  Jeep,  and  the 
LH   series   of   cars — 


Chrysler's  first  new  full-size 
12  years. 

Kerkorian  didn't  rush  to  place  hi! 
der  for  the  stock.  Yemenidjian  says! 
delay  was  because  Los  Angeles  was! 
last  stop  on  Iacocca's  month-long  if 
national  road  show  to  promote  the  si 
But  sources  with  the  underwriters! 
Kerkorian  was  miffed  at  Chrysler 
agement  for  having  undermined  hij 
vestment,  first  in  March,  by  halving 
$1.20  annual  dividend,  and  then,  b\ 
nouncing  in  early  August  that  it 
issue  the  new  shares.  He  boughtl 
stock  only  hours  before  the  offe| 
closed,  and  only  after  the  price  had| 
en  to  9%  a  share.  Kerkorian's  big 
drove  the  price  he 
up  to  10  Vs  a  share] 
winds   up  keepinj 
9.8%  stake  in  the 
pany — just  below  I 
10%  level  that  wt 
trigger  Chrysler's 
over  defenses. 

How  long  Kerkc 
will  hang  on  to 
stock  is  a  diler 
Even  with  the  redi 
dividend,  he  standi 
collect  roughly  6%| 
his     money.  T| 
there's  the  chance 
deal — something 
korian  understa 
well.  Iacocca,  who 
retire    in  Decern] 
1992,  is  trying  to  pe| 
Chrysler's  Diar 
Star  Motors  plant  in] 
nois  to  partner  Mits" 
shi  Motor  Corp.  In] 
last  year,  he  has  ta| 
to  both  Fiat  and 
Motor  Co.  about 
ing  Chrysler  outril 
Wertheim  Schroder  &  Co.  analyst 
Casesa  says  Kerkorian  could  presq 
Iacocca  to  reopen  talks,  possibly 
Mitsubishi,  to  buy  the  entire  compail 
The  real  upside  in  Chrysler  depa 
on  the  state  of  the  car  market,  wl 
some  analysts  say  could  begin  to  picll 
next  year.  "And  if  the  LHs  sell  well,  | 
stock  will  take  off,"  says  Casesa, 
sees  the  stock  trading  at  13  in  six  to : 
months.  Windsor's  Neff  is  even 
bullish:  He  thinks  Chrysler  could 
$25  stock  in  two  or  three  years. 

On  the  other  hand,  Kerkorian  w<| 
likely  jump  at  the  chance  to  cash  out  | 
turn  his  attention  to  the  $1  billion 
Grand  Hotel  and  Theme  Park  he's  bij 
ing  in  Las  Vegas.  Yes,  even  Vegas 
look  like  a  safe  bet  next  to  his  wage| 
Chrysler. 

By  Ronald  Grover  in  Los  Angeles, 
David  Woodruff  in  Detroit 


Kerkorian 
didn't  rush  to 
place  his  order. 
Sources  at  the 
underwriters 
say  the  auto 
maker's  largest 
shareholder 
was  miffed  at 
management 
for  diluting  his 
investment 


Eastman  Kodak  Company,  1991 


77ie  f(b</a^  Diconix  180si  printer, 
new  from  the  innovator  in  portable 
printers.  It's  more  printer  than 
ever,  with  more  value  than  ever, 
but  even  less  weight  than  ever. 
It's  the  latest  in  portable  printers  from 
the  people  who  started  it  all!  The  new 
DOS-Compatible  Kodak  Diconix  180si 
printer  is  even  easier-to-use, 
and  offers  still  more  fonts.. . yet 
actually  weighs  less.  And  you 
get  all  the  features  that  made 
Diconix  printers  what  they 
are  today,  including  both 
tractor  feed  and  single  sheet  paper 
handling,  plus  the  silent  reliability  of 
ink  jet  technology.  All  in  a  footprint 
that's  smaller  than  a  sheet  of  paper! 

And  now  the  value  is  greater  than 
ever:  with  a  suggested  list  price  of  only 
$399* (U.S.)  for  the  complete  package, 
the  180si  printer  is  a  sensational  buy! 
For  more  information  and  the  name 
of  a  dealer  near  you  in  the  U.S.  and 
Canada,  call  7  800  344-0006. 

•Manufacturer's  suggested  list  price.  Dealer  prices  way  vary. 


WW,  THE  PORTABLE 
HUNTER  WITH  THE 
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New  Kodak  Diconix  180si  printer 
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STRATEGIES  I 


HAPPIER  DAYS:  IN  1990,  BUSH  PRESENTED  THE  SOUGHT-AFTER  QUALITY  PRIZE  TO  CEO  WALLACE 


THE  ECSTASY 
AND  THE  AGONY 


An  oil-pipe  company  wins  the  Baldrige  Award — and  plunges  into  red  ink 


Since  its  inception  in  1987,  the  Mal- 
colm Baldrige  National  Quality 
Award  has  been  almost  the  exclu- 
sive domain  of  corporate  titans  such  as 
IBM  and  Federal  Express  Corp.  So  it  was 
big  news  for  the  little  guys  when  Wal- 
lace Co.,  a  family-owned  Houston  pipe- 
and-valve  distributor  with  $88  million  in 
annual  sales,  won  the  award  in  1990.  At 
a  Washington  gala,  executives  were 
nearly  giddy  as  President  Bush  awarded 
them  the  prize.  Looking  on  with  a  big 
smile  was  Commerce  Secretary  Robert 
A.  Mosbacher,  a  Houston  oilman.  "It 
was  like  winning  the  Super  Bowl,"  says 
Judith  A.  Sanders,  a  quality  consultant 
and  an  architect  of  Wallace's  program. 

Don't  expect  a  repeat  performance. 
While  Wallace  now  may  be  a  known 
quantity  among  quality  experts,  it  finds 
itself  struggling  against  a  tide  of  red 
ink.  It  hired  a  management  consultant 
who  has  laid  off  more  than  one-fourth  of 
the  280  employees  and  is  trying  to  ward 
off  hungry  creditors.  If  the  company 
can't  persuade  them  to  reschedule  $17 
million  in  debt,  this  Baldrige  winner 
could  wind  up  in  bankruptcy  before  Oc- 
tober is  out. 

Wallace's  new  manager,  Dallas  con- 
sultant Gail  Cooper,  blames  many  of  the 
company's  woes  on  its  hell-bent  drive  to 


win  the  award.  Chief  Executive  John  W. 
Wallace,  who  hired  Cooper,  denies  that. 
Yet  he  does  allow  as  how  "we  may  have 
gotten  a  little  off  track." 

What  says  Washington?  Curt  W.  Rei- 
mann,  who  supervises  the  Commerce 
Dept.  award  program,  says  Wallace 
looked  good  on  paper  and  during  visits 
by  Baldrige  examiners.  He  also  notes 
that  Commerce  has  neither  the  expertise 
nor  the  resources  to  perform  detailed 
financial  analyses  on  award  candidates. 
Yet  he  worries  it  could  turn  out  to  be 
"troublesome"  for  the  program  if  other 
winners — like  Wallace — later  run  into 
trouble. 

How  did  it  all  go  so  wrong?  A  few 
years  back,  Wallace  was  under  enor- 
mous pressure  from  big  customers  to 
boost  performance — by  cutting  delivery 
times,  for  instance.  A  five-man  commit- 
tee, made  up  of  Wallace,  his  brother 


All  the  new  computers  and 
speedier  delivery  drove  up 
overhead,  and  customers 
balked  at  price  hikes 


C.  S.  Jr.,  and  three  other  top  execu 
was  formed  to  do  just  that. 

Then,  in  early  1989,  several  Ws 
executives  attended  a  conference 
ducted  by  former  Baldrige  recip 
who  showed  off  their  winning 
"We'd  never  even  heard  of  Baldr 
claims  a  former  senior  executive, 
that,  we  realized  we  could  go  for  th 
prize." 

They  returned  to  Houston  and  s 
teams  to  analyze  each  department 
find  improvements.  Wallace  stan 
ized  billing  and,  all  told,  identifie 
ways  to  improve  delivery  and  invoi 
In  came  lots  of  new  computers.  Dri 
changed  the  way  they  loaded  the  tr 
The  payoff:  On-time  deliveries  le 
from  75%  in  1987  to  92%  in  1990, 
market  share  soared  from  10.4%  to 
all  talk.  Problem  was,  none  of 
came  cheap.  Cooper  says  overhead 
up  $2  million  a  year,  and  custon 
balked  at  price  hikes  to  offset  the  co 
And,  battered  by  an  industrywide  slu 
many  of  them  started  to  cut  back 
ders.  By  the  time  Wallace  won 
award  last  October,  sales  were  slipp 
The  company  lost  $691,000  last  year 
revenue  of  $88  million.  Worse,  Maryl: 
National  Bank,  struggling  itself,  cut 
its  $15  million  revolving  credit  line 
November,  forcing  Wallace  to  scram 
to  find  a  new  banker — to  no  avail. 
March,  some  suppliers  were  shipping 
Wallace  on  a  cash-only  basis. 

Nonetheless,  Wallace  executives 
flying  around  the  U.  S.,  preaching 
gospel  of  quality.  Back  in  Houston, 
leagues  handled  up  to  80  requests  a 
for  information  about  the  award  a 
conducted  daily  plant  tours.  Says  W 
lace:  "We  were  so  busy  doing  the  p 
sentations  that  we  weren't  following 
and  getting  the  sales." 

Now,  Cooper  is  slashing  costs 
looking  for  a  replacement  for  Wallai 
the  founder's  son,  who  will  remain  cha 
man.  Cooper  claims  the  company  will 
back  in  the  black  soon.  Yet  he  still  mu 
persuade  its  209  trade  creditors  to  ta 
10$  on  the  dollar  now  and  the  rest 
their  $10  million  over  five  years.  0 
large  creditor,  Japan's  C.  Itoh  Pipe 
Tube  Inc.,  is  balking  and  has  sued  in 
Houston  court  for  immediate  paymenfj 

Cooper  is  trying  to  milk  the  Baldru 
mystique  for  all  it's  worth.  He's  writiri 
letters  to  previous  winners  and  to  Bus 
hoping  the  President  will  do  some  Japa' 
bashing  by  holding  up  C.  Itoh  as  kilM 
of  a  Baldrige  winner.  Wallace  says  H 
harbors  no  regrets  and  refuses  to  blam 
the  Baldrige  award.  "Without  the  qua! 
ty  program,"  he  sighs,  "we  wouldn 
have  made  it  this  far." 

By  Mark  Ivey  in  Houston,  with  Joh 
Carey  in  Washington 
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The  new  Sharp  Color  Fax  is  more 
;han  unbelievable.  It's  revolutionary. 

Not  only  does  it  send  and  receive 
)hotographs,  designs,  illustrations  and 
itoryboards  in  less  than  four  minutes 
i  page.  Every  color  image  it  produces  is 
>o  extraordinary,  you  may  not  be  able 
;o  tell  a  fax  from  an  original.  The  color 
s  true-to-life.  The  output  is  authentic 
)hotographic  quality. 

Which  really  means  that  if  you're 
i  manufacturer,  ad  agency,  architect,  de- 
signer, engineer,  or  anyone  who  works 
with  color  images,  Sharp's  new  FO-9000 
3olor  Fax  can  have  a  major  impact  on 
lie  way  you  do  business. 

But  don't  take  our  word  for  it. 
Oall  1-800-BE-SHARP,  and  we'll  get  you 
a  sample  of  an  actual  color  fax.  We're 
sure  it  will  make  a  believer  out  of  you. 


Actual  Sharp  Color  Fax. 


Call  1-800-BE-SHARP 


\ 


M SHARP  MINDS 
SHARP  PRODUCTS'* 


S> 1991  Sharp  Electronics  Corporation 

BANKING  SYSTEMS  •  CALCULATORS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS  &  TYPEWRITERS  •  ELECTRONS 
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THE  SELLING  RACE: 
AN  UPDATE 

With  the  1991  model  year  just 
ended,  it's  a  good  time  to 
check  up  on  the  market  shares 
of  the  Big  Three  U.S.  car 
companies  and  their  top 
Japanese  rivals.  The  figures 
are  for  U.S.  sales  of  light 
vehicles— cars  and  light  trucks 

MARKET  SHARE 


1981 

1990 

199jJ 

GM 

43.8% 

35.1% 

FORD 

20.3 

23.8 

23.1 

CHRYSLER' 

9.6 

12.5 

12.2 

TOYOTA 

6.4 

7.5 

8.1 

HONDA 

3.6 

6.1 

6.5 

NISSAN 

5.3 

4.5 

4.7 

ALL  OTHERS 

11.0 

10.3 

10.3 

•  1 981  NUMBERS  DO  NOT  INCLUDE  AMERICAN  MOTORS 
DATA  WARD'S  MI10M01M  WORK 


BOSSIDY  SHAKES  UP 
ALLIED-SIGNAL 


►  Ninety  days.  That's  all  Law- 
rence Bossidy  needed  to  size 
up  Allied-Signal.  What  he  saw 
initially  when  he  took  over  as 
CEO  last  July  was  a  bloated 
and  struggling  $12.3  billion 
manufacturer  of  aerospace, 
automotive,  and  chemical 
products.  Profits  were  off 
377«  through  the  first  half.  So 
General  Electric's  former 
vice-chairman  has  moved  to 
consolidate  operations  and  im- 
prove efficiency. 

Bossidy's  restructuring  of 
Allied's  businesses  is  a  drastic 
one.  Allied  plans  to  lay  off 
more  than  8,000  employees, 
divest  eight  small  units,  con- 
solidate manufacturing  opera- 
tions, cut  planned  capital  ex- 
penditures by  247',  and  almost 
halve  its  dividend.  All  told, 
the  $880  million  write-off  is 
expected  to  result  in  a  loss  for 
1991.  Allied  stock  rose  474  on 
the  news,  to  40%. 


NORTHWEST  BAGS 
MIDVt  AY— -MAYBE 


►  Northwest  Chairman  Al 
Checchi  has  finally  landed  a 
deal.  After  months  of  hag- 
gling over  several  potential 


transactions,  he  outbid  South- 
west Airlines  on  Oct.  8  to  buy 
bankrupt  Midway  Airlines  for 
roughly  $125  million.  North- 
west will  fork  over  only  $25 
million  in  cash,  while  assum- 
ing $100  million  in  liabilities. 

Southwest,  which  bid  $114 
million  in  cash  and  assumed 
liabilities,  wasn't  Checchi's 
only  hurdle.  He  also  had  to 
convince  a  skeptical  Justice 
Dept.  that  the  merger  wasn't 
anticompetitive.  On  Oct.  1,  the 
agency  asked  the  bankruptcy 
judge  not  to  take  final  action 
for  20  days.  But  a  little  more 
than  a  week  later,  the  Justice 
Dept.  signed  off  on  the  deal. 
Look  for  Southwest  to  ask 
the  Transportation  Dept.  to 
intervene. 


LIMITED  APPROVAL 
FOR  A  NEW  AIDS  DRUG 


►  Eager  to  get  a  second  AIDS 
drug  on  the  market,  the  Food 
&  Drug  Administration  grant- 
ed approval  on  Oct.  9  to  Bris- 
tol-Myers Squibb's  DDI — even 
though  clinical  trials  with  the 
drug  are  still  in  progress.  The 
FDA,  however,  is  still  being 
cautious.  It  has  limited  the  ap- 
proved use  of  DDI  to  AIDS  pa- 
tients who  are  unable  to  take, 
or  who  have  not  been  helped 
by,  Burroughs  Wellcome's 
azt,  the  only  other  approved 
AIDS  drug.  DDI  will  cost  less 
than  $2,000  per  year  at  the 
most  common  dose,  compared 
with  azt's  typical  cost  of 
$2,200  and  up." 


DOES  THE  BURSAR  HAVE  A  GREAT  BIG  SCALE? 


With  tuition  costs  rising  11.67 
since  the  first  of  the  year,  col- 
lege administrators  are  tearing 
their  hair  out  trying  to  find 
ways  to  keep  education  afford- 
able. Some  of  their  solutions 
seem  practical,  a  few  are  even 
imaginative,  and  a  select  hand- 
ful are  downright  visionary. 

Make  room  in  that  last  catego- 
ry for  the  inspiration  that  visited 
Dr.  Robert  Ross,  founder  and 
chairman  of  a  medical  school  and  a  veterinary  school  in  tjg 
West  Indies.  Eager  to  admit  students  from  Eastern  Euroi, 
and  aware  that  the  former  Soviet  bloc  countries  are  despera| 
ly  short  of  hard  currency,  Dr.  Ross  hit  upon  the  Barter 
Education  program.  It  works  like  this:  Qualified  students  frd 
Eastern  Europe  can  pay  for  their  education  with  corn,  lumbl 
or  other  commodities.  It's  one  of  those  ideas  that's  so  rigj 
you  wonder  why  no  one  thought  of  it  before.  Just  one  qui 
tion:  How  do  you  make  change  for  10,000  bushels  of  corn? 


DDI  is  far  from  perfect.  It 
can  cause  pancreas  and  nerve 
damage,  and  its  long-term 
safety  and  efficacy  are  not 
yet  fully  proved.  Still,  AIDS 
groups  and  analysts  expect 
that  the  drug  will  be  widely 
used,  pushing  annual  sales  as 
high  as  $100  million  per  year. 


MORE  WOES  AT 
WESTINGHOUSE  CREDIT 


►  The  sins  of  its  1980s  ex- 
cesses have  come  back  to 
haunt  Westinghouse  Credit — 
again.  With  nearly  $3  billion 
in  bad  real  estate  loans  fi- 
nanced over  the  last  decade 
by  its  subsidiary,  parent  Wes- 


tinghouse Electric  announc 
on  Oct.  7  that  it  would  s 
aside  $1.68  billion  in  reserv 
to  cover  nonperformers.  Or 
eight  months  earlier,  t 
Pittsburgh-based  conglom( 
ate  had  come  to  the  resc 
with  $975  million  for  bad-lo 
coverage. 

Chairman  Paul  Lej 
hopes — but  doesn't  promise 
that  he  has  found  the  fir 
cure  for  Credit's  ills.  He  h 
given  the  unit  a  new  chairm 
and  launched  a  cost-cuttii 
drive.  Shareholders,  too,  w 
feel  the  pinch.  Westinghou 
will  issue  $900  million  in  ne 
stock,  diluting  current  invt 
tors'  holdings  by  almost  10' 


NME  FURLOUGHS 
A  TOP  EXECUTIVE 


C  1991  Creators  Syndicate.  Inc. 


►  After  launching  an  intern 
investigation  into  the  pra 
tices  of  some  of  its  psychiatr 
units,  National  Medical  Ente 
prises  has  announced  that  or 
of  its  top  executives,  Norm; 
Zober,  has  taken  an  indefini 
leave  of  absence.  The  comp 
ny  probe  is  looking  i n1 
charges  by  the  Texas  atto 
ney  general  that  NME  mS 
have  overtoiled  insurers.  Ot 
er  states  are  investigatin 
NME  as  well.  The  company 
used  to  make  Zober  availab 
or  comment. 
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Would  you  hire  yourself  to  manage  your  portfolio? 


For  you,  investing  isn't  really  about  money.  It's 
about  that  horse  farm  in  Kentucky.  Or  four 
years  at  your  alma  mater  for  the  twins.  Or  may- 
be a  vintage  P-51  Mustang  fighter — and  the 
time  to  restore  it. 

But  while  you've  built  a  nice  portfolio  over 
the  years,  you've  never  had  all  the  time  you 
need  to  manage  it.  You  could  go  directly  to 
the  money-management  superstars.  But  the 

minimum  investment 
is  beyond  the  reach  of 
most  investors. 
Fortunately,  we  pio- 
neered a  way  to  put  even  a 
$50,000  portfolio  into  the  same 
professional  hands.  You  simply 
sit  down  with  your  Shearson 
Lehman  Financial  Consultant 
and  outline  your  goals.  Then 
we'll  help  find  the  best  money 
manager  for  you,  choosing  from 
those  recommended  by  our  staff 
of  37  investment  manager  eval- 
uation analysts.  You  pay  just  one 
annual  fee  based  on  the  size 
of  your  portfolio. 
Once  you've  opened  your  account, 
relax  and  think  about  where  you  want  to  be 
in  the  future.  Your  Financial  Consultant  will 
monitor  your  portfolio,  year  after  year,  to  help 
you  get  there  from  here. 


You  can  get  there 
from  here: 


SHEARSON 
LEHMAN 
BROTHERS 


American 
express 


991  Shearson  Lehman  Brothers  Inc.  Member  S1PC. 


Our  special  meals  are  remarkable  not  for 
what  we  leave  out,  but  for  what  we  put  in. 


With  some  airlines,  their  vegetarian  meal  seems 
to  be  their  regular  meal  without  the  meat.  But  at 
Lufthansa,  our  chefs  put  as  much  care  into  our 
vegetarian  offerings  as  they  do  our  regular  menu. 
Which  means  everything  they  use  is  of  the  high- 
est quality,  and  is  fresh,  not  frozen.  In  fact,  they 
wouldn't  serve  a  meal,  whether  it  be  vegetarian, 
low  fat,  low  salt,  Hindu.kosherorany  of  our  15 
other  special  meals,  they  wouldn't  love  them- 
selves. And  just  to  make  sure  they  stick  to  each 
diet,  we  have  a  nutrition  specialist  work  with  them. 
It's  details  like  these  that  are  the  ingredients  of 
our  passion.  One  that  ensures  you  a  most  de- 
licious flying  experience,  anywhere  in  the  world. 


A  passion  for  perfection. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  ol  United,  Delta. 
USAir  and  Continental  See  your  Travel  Agent  lor  details 
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NCUMBENT'  COULD  BE 
FOUR-LETTER  WORD  NEXT  YEAR 


Jnless  you  live  in  Cleveland,  you  probably  haven't  heard 
of  Representative  Don  J.  Pease,  a  liberal  Democrat 
who  just  decided  to  retire  at  the  height  of  his  career. 
3  of  the  more  thoughtful  members  of  the  House,  Pease  has 
d  his  seat  on  the  Ways  &  Means  Committee  to  help  shape 
and  trade  policy.  Three  days  earlier,  another  Ohio  Demo- 
t,  Representative  Dennis  E.  Eckart,  a  rising  star  at  41,  had 
lounced  he  wouldn't  seek  another  term.  Both  decisions  fol- 
■ed  on  the  heels  of  House  Majority  Whip  William  H.  Gray 
s  abrupt  departure  from  politics  last 
nth.  Gray,  a  Pennsylvania  Democrat,  had 
;n  in  line  to  become  Speaker. 
Cach  had  his  own  reasons  for  hanging  it 
but  one  fact  underlies  all  their  decisions: 
s  has  been  a  miserable  year  for  Con- 
iss,  and  odds  are  rising  that  incumbents 
1  face  retribution,  either  by  defeat  at  the 
Is  or  from  a  burgeoning  crop  of  state 
.iatives  to  limit  legislative  terms. 
:e  lunch.  A  series  of  scandals  has  un- 
shed public  fury  at  the  House.  First  came 
news  that  members  for  years  have  been 
mcing  checks  drawn  on  their  private 
use  bank.  Then  there  were  reports  that 
ne  House  members  haven't  been  paying 
iir  tab  at  Capitol  restaurants.  That  was 
lowed  by  word  that  lawmakers  regularly 
;  parking  tickets  fixed — perfectly  legal  in 
i  District  of  Columbia,  but  a  practice  that 
>esn't  pass  the  smell  test,"  as  one  Democratic  member  puts 
While  both  parties  shared  these  perks,  Democrats  will  get 
;  blame,  because  they've  run  the  place  for  40  years, 
speaker  Thomas  S.  Foley  (D-Wash.)  has  closed  the  bank, 
'erred  the  most  flagrant  check-bouncers  to  the  Ethics  Com- 
ttee  for  investigation,  banned  free  lunches,  and  ended  ticket- 
ing. But  the  consequences  will  go  further.  Retirements  will 
rease  as  frustrated  lawmakers  decide  it's  just  not  worth  the 
rort  anymore.  While  Pease  says  he's  not  leaving  because 


he's  dissatisfied  with  the  House,  the  scandal  "doesn't  make  it 
very  enjoyable  around  here.  We're  all  affected  by  it." 

More  painful  retirements  may  come  next  year  if  voters  turn 
on  incumbents.  The  check-bouncing  and  overdue  bills,  says 
Democratic  pollster  Alan  M.  Secrest,  "will  provide  the  context 
for  the  1992  elections — that  Congress  thinks  it's  above  the  law 
and  is  incapable  of  policing  itself." 

If  elections  don't  dump  incumbents,  the  term-limitation 
movement  may.  Scandals,  says  Representative  Vic  Fazio  (D- 
Calif.),  "play  right  into  the  hands  of  the 
term-limit  people."  Three  states  have  re- 
stricted the  terms  of  state  legislators,  and 
Colorado  has  imposed  limits  on  members  of 
Congress.  The  state's  effort  to  limit  federal 
terms  still  faces  a  court  test.  This  fall, 
Washington  state  will  decide  on  a  referen- 
dum that  could  end  Foley's  career  in  1994. 
The  proposition,  which  is  expected  to  pass, 
would  require  senators  to  pack  up  after  two 
terms  and  House  members  to  quit  after 
three.  Term-limit  backer  Mary  Ann  Best,  di- 
rector of  Citizens  for  Congressional  Reform, 
predicts  that  up  to  12  states  will  vote  on 
such  proposals  next  year.  "People  are  fed 
up,"  she  says.  "These  abuses  have  turned 
into  arrogance." 

Some  new  blood  might  do  Washington  a 
world  of  good.  And  Congress'  desire  to 
clean  up  could  push  action  on  a  long-stalled 
measure  to  reform  campaign  finance.  But  there's  a  downside. 
An  irate  electorate  may  punish  guilty  and  innocent  alike. 
"We've  reached  the  point  now  where  voters,  no  longer  discern- 
ing between  the  good  and  the  bad,  are  concluding  they  ought 
to  vote  against  everybody,"  says  Pease.  A  more  immediate 
danger  is  that  a  skittish  House  will  retreat  even  deeper  into 
meaningless  theatrics  and  legislative  paralysis — putting  action 
on  pressing  national  problems  off  until  1993. 

By  Paula  Dwyer 


iPITAl  WRAPUPI 


TATES 


rexas  is  proud  of  the  fact  that  it 
plans  to  build  a  high-speed  rail  net- 
work linking  Houston,  Dallas-Fort 
Worth,  and  San  Antonio  without  feder- 
1  money.  So  why  has  the  $5  billion 
roject  touched  off  a  lobbying  battle  in 
Washington?  It  turns  out  that  building 
ae  Texas  fast-rail  system  hinges  on 
ae  indirect  subsidy  of  tax-exempt  in- 
ustrial-development  bonds.  And  Texas 
rants  Congress  to  exempt  the  rail  link 
rom  the  limits  that  it  has  imposed  on 
uch  bonds.  Morrison  Knudsen  Corp.  in 
ioise,  Idaho,  the  prime  contractor  for 
be  rail  system,  is  spearheading  the 
jbbying  for  such  a  waiver.  But  Dallas- 


based  Southwest  Airlines  Co.,  which 
stands  to  lose  intrastate  traffic  to  the 
new  fast  trains,  is  leading  the  counter- 
attack. 

COMPETITIVENESS  

Congressional  Democrats  and  the 
Administration  are  heading  for  an- 
other showdown  over  industrial  policy. 
Last  year,  Congress  appropriated  $5 
million  to  create  a  Critical  Technologies 
Institute.  The  Administration  refused 
to  spend  the  money.  Now,  Senator  Jeff 
Bingaman  (D-N.  M.)  wants  to  force  the 
issue.  "This  institute  is  going  to  hap- 
pen," says  an  aide.  "The  Administra- 
tion has  the  choice  of  making  it  a  good 
one  or  a  bad  one." 


INVESTIGATIONS 


The  fast-growing,  for-profit  hospital 
business  is  the  latest  segment  of 
the  health  care  industry  to  come  under 
scrutiny  by  the  House  Energy  &  Com- 
merce Committee.  Chairman  John  D. 
Dingell  (D-Mich.)  plans  to  grill  Hu- 
mana Inc.  Chief  Executive  David  A. 
Jones  at  a  hearing  of  the  Oversight  & 
Investigations  subcommittee  on  Oct. 
17.  The  probe  will  focus  on  pricing  poli- 
cies at  Louisville-based  Humana's 
chain  of  81  hospitals,  where,  for  exam- 
ple, a  patient  may  end  up  paying  $5  for 
an  aspirin  worth  a  fraction  of  a  penny. 
At  the  hearing,  Humana  will  deny  that 
it  overcharges. 


HINGTON  OUTLOOK 
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nternational  Business 


EUROPE  I 


IN  EUROPE,  THE  GLOOM 
JUST  WON'T  LIFT 


Profits  stay  sour  just  as  new  waves  of  competition  are  appearing 


MICHELIN 


MICHELIN  WORKERS: 
LARGE-SCALE  LAYOFFS 
MAY  CONTINUE  IN 
WESTERN  EUROPE 


A 


grim  new  crop  of  corporate 
earnings  is  dashing  dreams  of  a 
quick  European  recovery.  Eu- 
rope's bluest  of  blue  chips,  from 
Hoechst  to  Vickers  PLC,  are  announcing 
steep  profit  drops  for  the  first  half  of 
1991.  The  sharpness  of  the  declines  plus 
thin  current-order  books  mean  that  the 
turnaround  that  many  European  execu- 
tives have  been  expecting  this  fall  isn't 
going  to  happen. 

This  puts  corporate  Europe  in  poor 
shape  as  it  heads  into  the  final 
lap  toward  a  unified  market.  Car- 
lo De  Benedetti,  Olivetti's  chair- 
man, predicts  that  corporate  prof- 
its in  the  company's  main 
markets,  Italy  and  France,  are 
going  to  be  even  "worse  in  1992 
than  this  year."  Earnings  have 
soured  just  as  Europe's  compa- 
nies and  workers  are  facing  new 
waves  of  competition  not  only 
among  themselves  but  from  Ja- 
pan, the  U.  S.,  and  Eastern  Eu- 
rope. These  competitive  threats 
could  give  an  added  shove  to  Eu- 
ean  consolidation.  And  all  the 
ik  and  rolling  heads  may  stir 
protectionist  sentiments  that 
could  gum  up  the  final  stages  of 
market  unification. 
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European  executives  have  reason  to 
be  gloomy.  With  unemployment  stuck  at 
high  levels,  consumers  are  shunning 
new  cars  and  other  purchases.  America's 
inability  to  shake  its  recession  is  also  a 
big  worry.  The  Old  World's  exports  to 
the  New  for  the  first  half  of  the  year 
were  $42.7  billion — a  $2  billion  drop  from 
1990.  The  feeble  U.  S.  demand  is  sapping 
European  companies'  appetite  to  invest 
to  get  their  economies  moving.  In  turn, 
the  European  slump  could  slow  U.  S.  re- 


EUROPE'S  BLUE  CHIPS  ARE  HURTING 

First-half  pretax  profits 


p  K 

Am 
inearlj 

as 


ft! 
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1990 

1991 

Percent 

Millions  of  dollars 

change 

BASF  GROUP  Germany 

$1,050 

$940 

-10.5% 

BAT  INDUSTRIES  Britain 

950 

719 

-24.3 

BRITISH  AEROSPACE  Britain 

296 

150 

-49.3 

FIAT  Italy 

1,950 

1,160 

-40.5 

HOECHST  Germany 

1,100 

855 

-22.3 

MICHELIN*  France 

-68 

-232 

NM 

OLIVETTI  Italy 

48 

-58 

NM 

PECHINEY*  France 

219 

84 

-61.6 

RENAULT  France 

488 

167 

-65.8 

VICKJR3  Britain 

69 

-8 

NM 

NM  =  Not  meaningful 

*Net  profits 

DATA:  COMPANY  REPORTS 


covery  by  dampening  demand  for  Arr| 
can  products  in  Europe. 

Even  more  worrisome  than  Ameri 
economic  problems  is  the  sputtering 
the  German  juggernaut  that  has  t 
propping  up  the  sales  of  so  many  E 
pean  companies.  Germany's  gross 
tional  product  dipped  0.5%  in  the  sec 
quarter.  But  the  inflation-obses 
Bundesbank  continues  to  keep  n 
high,  deterring  countries  such  as  Fra 
that  would  like  to  ease  credit  faster, 
car  crunch.  Such  stalwart  German 
dustries  as  autos,  chemicals,  macr 
tools,  and  steel  are  hurting.  Des  | 
frantic  car  buying  in  eastern  Germ; 
earnings  at  Volkswagen  will  be  flat 
year  and  probably  next  year  as 
says  Chairman  Carl  H.  Hahn.  In 
carmakers  are  taking  some  of  the 
gest  hits  (table).  To  cut  costs,  Fia 
taking  drastic  measures,  including  sr 
ing  r>(), OIK)  workers  to  three-fourths  ti 
The  job  crunch  is  likely  to  get  woi 
The  massive  investments  that  such  n  it 
tinationals  as  ABB  Asea  Brown  Bov 
VW,  and  General  Motors  are  making 
Eastern  Europe  threatens  jobs  in 
West.  The  new  plants  have  access 
cheaper  labor  pool  and  are  often  gett 
the  most  efficient  equipment.  Fear 
job  losses  has  already  pushed 
French  government  to  recommend 
ing  tariffs  on  chips,  computers,  and  c 
sumer  electronics,  with  the  proceeds 
ing  to  subsidize  domestic  producers. 

European  executives  aren't  univen 
ly  gloomy.  Many  companies  have 
ready  restructured  and  now  feel  thej  t 
in  good  shape  to  bounce  back  wl 
economies  turn  up.  That's  true  at  lc 
plagued  French  tiremaker  Michel 
which  is  chopping  15,000  jobs  this  y 
and  hopes  to  return  to  the  black  in  19  ;: 

But  most  still  face  some  rough  goi 
U.  S.  companies  that  grew  used  to 
European  profits  offsetting  meager 
suits  back  home  are  among 
losers  as  Europe's  slowdown 
gers.  Texas  Instruments  Inc., 
example,  says  its  European  p 
its  were  flat  in  the  first  half 
will  be  in  the  second  half,  too 
Given  Europe's  morose  pre 
performance,  it's  no  surprise  tl 
Moet  &  Chandon's  champa. 
sales  are  down  19%  this  year, 
that    Britain's  Vickers 
plunged  into  the  red  becau 
sales  of  its  Rolls-Royce  and  Be 
ley  cars  have  withered.  They 
their  European  cousins  may  h? 
quite  a  wait  before  the  big  spei 
ers  are  back  in  force. 
By  Stewart  Toy,  with  Jonathan 
Levine  in  Paris,  John  Rossant 
Rome,  and  bureau  reports. 
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HE  ANC  TO  U.S.  INVESTORS:  ON  YOUR 
IARK,  GET  SET. . .  NOT  JUST  YET 


t  could  be  the  start  of  a  new  relationship  between  Cor- 
porate America  and  South  Africa's  leading  opposition  par- 
ty. In  early  October,  at  an  inn  overlooking  a  golf  course  on 

University  of  Notre  Dame  campus,  executives  from  such 
lpanies  as  General  Motors,  Coca-Cola,  and  Xerox  ex- 
nged  cards  and  chitchat  with  once-exiled  leaders  of  the 
ican  National  Congress.  At  the  ground-breaking  meeting, 

Americans  had  come  to  take  soundings  on  the  investment 
late  in  a  postapartheid  South  Africa, 
'he  American  executives  listened  carefully 
a  signal  on  the  party's  stance  toward  cur- 
t  and  future  U.  S.  investment.  They  got 
! — sort  of.  "Now  is  the  time  to  begin  mak- 

preparations  for  entry  or  reentry  into 
ith  Africa,"  declared  Thabo  Mbeki,  the 
3's  director  of  international  affairs.  "It  is 
lortant  to  us  that  South  Africa  is  on  the 
;nda  of  the  U.  S.  corporate  world.  We  are 
king  for  new  investment." 
icate  line.  No  wonder.  Even  the  ANC, 
g  suspicious  of  capitalism  as  apartheid's 
ldmaiden,  concedes  that  South  Africa 
ds  growth  to  help  heal  its  deep  social 
unds.  Yet  growth  seems  a  taller  order  than 
r.  The  economy  is  entering  its  30th  month 
recession,  unemployment  is  running  at 
o,  and  inflation,  at  15%  a  year,  is  eating 
ay  salaries.  The  economic  stagnation  has 
yed  a  role  in  the  bloody  fighting  between 

ANC  and  Inkatha,  a  rival  black  faction.  Without  economic 
iwth,  the  ANC  leaders  fear,  the  poisonous  political  unrest 
1  continue. 

Jut  the  ANC  must  walk  a  delicate  line  between  wooing 
eign  investors  and  protecting  one  of  its  most  powerful 
itical  weapons:  support  from  the  international  community, 
.hough  federal  sanctions  are  now  history,  companies  still 
e  restrictions  on  ties  to  South  Africa  by  142  state  and  local 
/ernments.  These  remaining  sanctions  are  still  a  powerful 


bargaining  chip  with  the  ruling  National  Party  back  home,  as 
Pretoria  and  opposition  parties  try  to  hammer  out  a  new 
constitution.  That's  why,  in  response  to  pointed  questions  from 
executives,  Mbeki  steadfastly  maintained  that  it  was  not  yet 
time  to  lift  such  sanctions.  He  bristled  when  Assistant  Secre- 
tary of  State  for  African  Affairs  Herman  J.  Cohen  seemed  to 
disregard  the  ANC's  views  and  declared  it  U.  S.  policy  to  "en- 
courage businesses  to  consider  South  Africa  as  a  potential 
investment  opportunity." 

LIMBO.  For  American  companies  wishing  to 
reenter  Africa's  richest  market,  Mbeki,  48, 
could  be  just  the  man  to  know.  Widely  viewed 
as  a  possible  successor  to  the  73-year-old  Nel- 
son Mandela,  Mbeki  is  among  the  ANC  moder- 
ates on  such  issues  as  nationalization  of  pri- 
vate industries  and  redistribution  of  wealth. 

Even  without  a  clear  go-ahead,  there  was  a 
flurry  of  proposals  and  requests  for  meet- 
ings. Former  Reebok  International  COO  C.  Jo- 
seph LaBonte,  high-profile  Chicago  Housing 
Authority  Chairman  Vincent  Lane,  and  A. 
Bruce  Rozet,  chairman  of  Associated  Finan- 
cial Corp.,  a  low-income  housing  developer 
in  Los  Angeles,  want  to  build  50,000  houses  in 
South  Africa.  Ronald  Gault,  a  managing  di- 
rector of  First  Boston  Corp.,  is  bringing  black 
managers  to  the  U.  S.  for  a  six-month  training 
course.  And  Tokheim  Corp.  Chairman  John  E. 
Overmyer,  whose  company  now  sells  service 
station  equipment  in  South  Africa,  stuck  his  hand  out  to 
Peter  T.  Rabali,  a  leader  of  NAFTO,  a  black-run  South 
African  transportation  group.  "Hope  you'll  keep  us  in  mind 
if  you  need  any  gasoline  pumps,"  said  a  grinning  Overmyer. 
It  may  be  a  while,  but  U.  S.  corporations  are  clearly  eager 
to  do  more  business  as  soon  as  the  political  hurdles  are 
lowered. 

By  Julia  Flynn  Siler  in  South  Bend,  Ind.,  and  Elizabeth  Weiner 
in  New  York,  with  Alan  Fine  in  Johannesburg 
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rokyo's  next  leader  isn't  likely  to 
please  reform-minded  Japanese 
'  iters  or  put  relations  with  the  U.  S. 
!  i  a  better  footing.  The  two  leading 
!  indidates  to  succeed  Prime  Minister 
I  oshiki  Kaifu — Kiichi  Miyazawa,  72, 
ad  Michio  Watanabe,  68 — are  both 
i  iction  bosses.  Miyazawa,  who  was  im- 
'  licated  in  the  Recruit  scandal,  may 
i  ave  the  edge,  since  he's  senior  to  Wa- 
inabe  and  is  more  presentable  abroad 
'ith  his  fluent  English.  He  still  has  to 
rercome  the  dislike  of  the  leading 
9wer  broker,  Noboru  Takeshita,  who 
Duld  anoint  the  crusty  Watanabe. 
liyazawa  might  also  wangle  Wata- 


nabe's  support  by  promising  to  hand 
him  the  reins  in  two  years.  That  ar- 
rangement would  mean  at  least  four 
more  years  of  turn-taking  rule.  It 
would  also  distress  the  many  Japanese 
who  say  they'd  be  ashamed  to  have 
their  country  represented  by  someone 
with  as  salty  a  tongue  as  Watanabe. 

But  whoever  wins,  Japan  is  retreat- 
ing from  the  whiff  of  change  offered 
by  the  60-year-old  Kaifu  and  turning 
back  to  an  older  generation  of  leaders. 
Thus,  at  a  time  of  increasing  friction 
with  the  U.  S.,  Tokyo  will  continue  to 
be  dominated  by  back-room  faction 
leaders  who  focus  on  keeping  their  lo- 
cal constituents  prosperous  rather  than 
on  meeting  American  concerns. 


GERMANY 


Karl  Otto  Pohl,  who  quit  as  Bundes- 
bank president  this  summer,  is 
picking  up  plum  after  plum.  In  the 
first  week  of  October  alone,  he  was 
named  a  partner  in  the  classy  Cologne 
private  bank  Sal  Oppenheim  Jr.,  a  di- 
rector of  Dutch  mutual  fund  group  Ro- 
beco,  and  a  trustee  of  the  Krupp  Foun- 
dation, 75%  owner  of  Fried.  Krupp 
steel.  Earlier,  he  notched  up  a  director- 
ship of  Bertelsmann,  Europe's  biggest 
media  group.  Pohl  clearly  stands  to 
rake  in  more  than  his  $210,000  Bundes- 
bank paycheck.  But  he's  keeping  a  cen- 
tral-bankerly  silence  about  how  much 
more. 
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When  Kansas  Power  and  ^ZZZt^ZZ 


Light  wanted  to  make  sure 


the  Great  Plains  stayed  great, 


who  did  they  turn  to? 


reduce  emissions  linked  to  acid  rain  and  virtually  eliminate  airborne  ash. 

The  fact  is,  all  across  America  ABB  is  building 
power  generation  systems  that  safeguard  our 
environment.  Regional  power  producers  like  Montana-Dakota  Utilities, 

Orlando  Utilities  Commission  and  the 
City  Public  Service  Board  of  San  Antonio 
all  use  advanced  emission-control 
systems  from  ABB.  From  systems  that  remove  particulate 
matter  to  cleaner  burning  boilers,  ABB  engineers  a  full  line  of 
power  generation  products  to  meet  every  requirement  of  the 
new  (dean  Air  Act  Amendments.  America's  future  is  linked  to  producing 
more  power  and  to  safeguarding  our  environment.  At  ABB,  we  are  working 
equally  hard  toward  both  of  these  goals. 


Asea  Brown  Boveri  Inc 

900  Long  Ridge  Rd 
P  0.  Box  9308 
Siamford,  CT  06904 
203-329-8771 

•  Power  Generation  •  Power  Transmission  &  Distribution  •  Mass  Transportation 

•  Environmental  Control  •  Industrial  Process  Optimization  •  Financial  Services 
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THE  GLOBAL  RUSH 
TO  PRIVATIZE 

FROM  POLAND  TO  PATAGONIA,  NATIONS  ARE  SELLING  OFF  STATE  COMPANIES 


■he  price  made  some  executives  wince,  but  in  August, 
(Bankers  Trust  Co.  bought  a  seat  on  the  Buenos  Aires 
I  stock  exchange  for  an  eye-popping  $430,000 — or  $55,000 
e  than  the  value  of  a  seat  on  New  York's  Big  Board.  Only 

year,  Argentine  exchange  memberships  were  selling  for  a 
lectable  $300,000,  but  then,  President  Carlos  Saul  Menem 
ted  privatization  into  high  gear.  With  billions  flowing  into 
country  as  one  state-owned  industry  after  another  moves 

private  hands,  the  stock  market  has  already  jumped  4007 
e  Jan.  1.  "Everything  is  going  so  fast,"  marvels  Neil  A. 
m,  managing  director  of  bt's  Latin  America  merchant 
king  group. 

rgentina  isn't  the  only  emerging  economy  being  shaken 
ike  by  privatization.  From  Tierra  del  Fuego  to  the  Rio 
nde,  and  from  eastern  Germany  to  the  Soviet  Union, 
sale  of  the  century  is  off  and 
ning.  Amid  the  failure  of  commu- 
n  and  other  command-economy 
lels,  governments  are  vying  to 
the  best  deals  to  unload  count- 
;  state  companies  in  dire  need 
:ash. 

tE  world.  In  the  following 
es,  BUSINESS  week  examines 

i  privatization  is  proceeding, 
why  its  progress  varies  so  great- 

from  region  to  region.  Many  of 

ay's  privatizers  look  to  the  lead  set 

former  British  Prime  Minister  Mar- 

et  Thatcher  and  Spanish  Prime  Min- 

|  Felipe  Gonzalez,  who  got  the  ball 

ing  in  the  1980s.  But  the  hottest 

ion  today  is  in  countries  where  cen- 

i  planning  long  stultified  growth. 

t  is  in  these  economies  where  the 

.nd  experiment  of  privatization  will 

ord  its  most  stunning  success — or 

st  glaring  failure.  Unless  new  invest- 

nt  helps  fix  the  mess  left  by  discredit- 
central  planners,  burgeoning  demo- 
tic movements  in  the  former  East 

>c,  the  Soviet  Union,  and  Latin  Ameri- 

stand  little  chance  of  taking  root. 

ndeed,  privatization  will  be  a  main 

ic  of  discussion  as  bankers  from 

'und  the  globe  jet  to  Bangkok  for  the 

mal  meetings  of  the  World  Bank  and 

ernational  Monetary  Fund  on  Oct.  15- 
On  the  eve  of  the  meetings,  the 

Dup  of  Seven  industrial  countries  like- 
will  come  up  with  an  emergency  aid 

:kage  for  the  Soviet  Union,  worth  as 
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much  as  $8  billion  and  probably  tied  to  pledges  of  wide- 
ranging  economic  reforms.  And  once  the  meetings  get  under 
way,  new  World  Bank  President  Lewis  Preston,  former  chair- 
man of  J.  P.  Morgan  &  Co.,  is  expected  to  push  to  put  more  of 
the  giant  lender's  $120  billion  in  assets  behind  promoting  pri- 
vate-sector growth  around  the  globe.  Says  former  World  Bank 
Treasurer  Eugene  H.  Rotberg:  "The  U.  S.  Treasury  wants  the 
bank  to  use  its  leverage  to  make  fundamental  changes." 
daunting.  How  rapidly  the  bank  can  effect  change  is  any- 
body's guess.  In  Poland  alone,  some  807  of  industry  remains 
in  state  hands.  And  even  with  their  promises  to  rebuild  what 
appears  to  be  every  road,  sewer,  and  phone  line  in  the  region, 
Bonn  still  has  been  able  to  unload  only  a  third  of  the  10,000- 
odd  eastern  German  companies  under  state  ownership. 
Sighs  German  Economics  Minister  Jurgen  W.  Molle- 
mann:  "The  task  is  tremendous." 

Everybody  seems  to  have  a  dif- 
ferent idea  of  how  best  to  priva- 
tize an  economy.  But  while  the- 
oretical debates  rage  on, 
many  workers  and  manag- 
ers are  simply  taking  things 
into  their  own  hands.  Coca- 
Cola  Co.  certainly  found  that 
was  true  in  the  Soviet  Union. 
When    the    beverage  giant 
wanted  to  take  over  the  state-owned 
bottler  of  its  Fanta  soft  drinks  in 
Kiev,  it  cut  a  deal  with  employees  in 
October  to  take  control  of  the  plant. 
Workers  are  also  fending  for  them- 
selves in  Eastern  Europe.  Hundreds  of 
thousands  of  small  companies  have 
sprung  up  in  Poland,  while  Czechoslova- 
kia expects  to  unload  as  many  as  100,000 
mom-and-pop-size  state  businesses  by 
the  end  of  1991. 

Selling  off  state  assets  has  its  disrup- 
tive side,  to  be  sure.  Inevitably,  it  means 
that  secure  jobs  are  destroyed  and  com- 
fortable but  inefficient  practices  are 
obliterated.  But  there  isn't  much  choice 
anymore.  Countries  hanging  out  the 
"For  Sale"  sign  have  a  common  set  of 
needs:  to  mobilize  domestic  savings,  get 
foreign  cash  into  their  economies,  and 
create  jobs.  Maybe  every  market  won't 
boom  like  Argentina's.  But  in  many  oth- 
er countries,  full  speed  ahead  is  becom- 
ing the  order  of  the  day. 

By  William  Glasgall,  with  Elizabeth 
Weiner,  in  New  York 
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THE  SOVIET  LURCH 
TOWARD  CAPITALISM 

Many  'businessmen'  have  no  idea  what  a  market  economy  means 


Down  an  under- 
ground passageway, 
past  the  former  bomb 
shelter's  antiradiation 
doors,  is  LOT,  the 
most  popular  depart- 
ment store  in  the  mili- 
tary city  of  Perm.  Heavy-metal  rock  mu- 
sic blares  as  shoppers  pick  over 
Portuguese  boots  going  for  1,200  rubles, 
or  four  months'  pay,  Tampax  for  30  ru- 
bles a  box,  or  a  German-made  Siemens 
refrigerator  for  12,000  rubles.  "We're 
underground  because  the  city  authori- 
ties didn't  want  us  competing  near  the 
state  stores  downtown,"  says  Rudolph 
Kamarov,  lot's  chain-smoking,  22-year- 
old  director.  "But  there's  nothing  in 
those  state  stores." 

Call  it  the  Wild,  Wild  East.  Two 
months  after  the  failed  August  coup,  the 
former  Soviet  Union  is  lurching  toward 
its  own  version  of  capitalism.  Entrepre- 
neurs, who  once  faced  jail  for  not  hold- 
ing a  state  job,  are  plunging  headlong 
into  private  business.  New  stores  such 
as  LOT,  along  with  fledgling  commodities 
exchanges,  are  providing  new  distribu- 
tion channels  for  coveted  Western 
goods.  Increasingly,  complicated  barter 
deals  are  replacing  the  ruble  as  a  way  to 
pay  off  debts  and  workers.  As  part  of 
newly  hatched  privatizatziya  schemes, 
state-run  factories  and  farms  are  scram- 
bling to  attract  private  investors.  Help- 
ing finance  the  system  is  a  rudimentary 
network  of  3,000  new  commercial  banks. 
double  CROSS.  The  stirrings  of  a  mar- 
ket economy  are  appearing  just  as  the 
old  centrally  planned  economy  totters  to- 
ward collapse.  Inflation  could  reach 
1,000'.'  by  yearend.  Company  bills  and 
loans  go  unpaid.  Many  of  the  system's 
new  heroes,  the  biznessmen,  have  no 
concept  of  what  a  market  economy 
means  or  what  profit  is.  Others  are  con 
artists  who  operate  in  the  murky  world 
of  the  bribe  and  the  double  cross. 

Yet  these  grass-roots  efforts  to  build 
the  framework  of  a  market  economy  are 
starting  to  bear  fruit.  The  Soviets  know 
rhat  they  must  show  real  progress  if 
hey  are  to  win  large  infusions  of  West- 
aid  and  investment.  It's  the  key 
tion  confronting  the  Group  of  Seven 


industrial  nations  at  its  scheduled  meet- 
ing in  Bangkok  on  Oct.  11.  The  G-7  may 
offer  up  to  $8  billion  in  emergency  funds 
to  help  the  Soviets  this  winter. 

The  biggest  accomplishment  so  far 
has  been  in  banking.  Take  Credo  Bank,  a 
commercial  bank  founded  in  March, 
1989.  In  a  dilapidated  Moscow  building, 
clients  climb  two  flights  of  dirty  stairs 
to  do  business  at  tellers'  windows.  In  the 
back  office,  half  a  dozen  jeans-clad  staff- 
ers, most  in  their  twenties,  crowd 
around  desks  and  shout  into  telephones. 

Just  a  few  years  ago,  Soviet  banking 
was  a  stodgy  institution  controlled  by 
two  just  state  agencies,  Vneshekonom- 
bank,  the  foreign  trade  bank,  and  the 
State  Bank.  But  now,  commercial  banks 
such  as  Credo  are  sprouting  like  mush- 
rooms in  a  Russian  forest.  Located  in 
makeshift  offices,  they  take  in  deposits 
and  offer  business  loans  to  joint  ven- 
tures, private  companies,  and  Soviet 
state  enterprises.  Eighteen  of  them,  in- 
cluding Credo,  can  set  up  international 
correspondent  accounts,  finance  trade, 
and  deal  in  foreign  exchange. 

But  Soviet  commercial  banking  is  new 
and  unchecked.  Some  banks  act  as  little 
more  than  launderers  of  black-market 
money  or  slush  funds  for  bribes,  posing 
a  dilemma  for  the  Soviet  Union's  newly 
minted  banking  regulators.  Says  Georgi 
G.  Matyukhin,  chairman  of  the  Central 
Bank  of  Russia:  "The  goal  is  to  have 
competition  in  the  banking  sphere.  .  . . 
But  the  commercial  banks  think  that  a 
market  economy  means  they  can  do  any- 
thing they  want." 

He  wants  tougher  disclosure  and  li- 
quidity requirements.  To  stop  the  flow 
of  easy  money,  he  has  imposed  a  limit  of 
257<  on  interest  rates,  outraging  com- 
mercial bankers  who  want  to  set  what- 
ever rates  they  can.  His  office  has  sent 
in  SWAT  teams  of  auditors  to  examine 
the  books  of  banks  he  considers  suspect, 
including  Credo.  Not  surprisingly,  some 
Western  bankers  view  the  new  commer- 
cial banks  uneasily.  "Generally,  the 
people  who  are  working  at  commercial 
banks  do  not  know  much  about  bank- 
ing," says  Caroline  Kuhnert,  the  Mos- 
cow representative  for  Creditanstalt 
Bankverein. 
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If  the  Soviets  can't  get  a  new  bank 
system  up  and  running,  they  will 
hard-pressed  to  forge  ahead  with  priv 
zation.  The  Russian  government  is  wc  j 
ing  closely  with  Western  bankers  ; 
investment  houses  such  as  Bear,  Stea 
&  Co.  on  such  complex  deals  as  the  3 
sell-off  of  the  vaz  auto  factory  at 
gliatti.  Over  the  next  three  years,  Rus 
wants  to  privatize  30%  of  its  state-owr 
assets,  though  little  so  far  has  h 
pened.  In  the  Ukraine,  23  enterpri 
will  go  on  the  block  next  year.  Kaza 
stan  has  sold  off  60  stores,  movie 
aters,  and  construction  enterprises  in 
cities. 

But  giant  problems  loom,  too.  In  R 
sia,  enterprise  managers  and  the  gove 
ment  are  at  odds  over  how  much  mor 
the  state  should  receive  when  it  sells 
assets.  In  Kazakhstan,  the  governing 


wonders  if  citizens  have  enough  mon  . 
to  buy  shares.  Across  the  country 
putes  are  flaring  over  valuing  asst 
and  earnings.  Workers  who  buy  th 
workplaces  may  not  realize  they  m 
have  to  take  tough  actions,  such  as  in 
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NEW  HUB?  The  new  Minsk  airport  cost  $50 
million  and  may  become  headquarters  for  a 
rival  to  Aeroflot,  the  state-owned  monopoly 


g  layoffs.  To  top  it  off,  some  old 
istries  are  trying  to  reassert  econom- 
^ontrol  by  turning  themselves  into 
reholding  companies, 
'he  failure  of  the  coup  boosted  the 
re  to  sell-offs.  In  many  cases,  state 
Its  have  been  transferred  to  the  re- 
lics from  the  central  Moscow  govern- 
it.  Byelorussia,  for  example,  gained 
i  to  all  the  aviation  assets  on  its  terri- 
fi,  such  as  the  brand-new  $50  million 
lsk  international  airport.  Now  it 
its  to  set  up  a  new  aviation  company, 
ich  will  eventually  compete  with  state 
rier  Aeroflot. 

Nearly  3,000  miles  east  of  Minsk,  in 
e-covered  Central  Siberia,  privatizat- 
a  is  also  the  rage.  Take  the  Ust 
isk  Wood  Industrial  Complex,  one  of 
country's  largest  lumber  mills.  It's 
!  of  several  prototype  sell-offs  pro- 
■ed  by  the  government  of  Russian  Re- 
)lic  President  Boris  N.  Yeltsin,  who 

- :  vowed  to  bury  the  old  Soviet  system 
central  planning.  Early  this  year,  the 

mt's  12,000  workers  voted  to  support 
nagement's  dream  of  transforming 


the  huge  mill  into  a  joint-stock  company 
by  the  middle  of  1992. 

For  many  workers,  being  able  to  buy 
part  of  their  workplace  is  an  attractive 
prospect.  "There's  nothing  else  to  spend 
money  on  here,"  says  Nikolai  Tsiganov, 
a  58-year-old  employee.  "There's  no 
meat,  no  bread,  no  televisions."  Tsi- 
ganov says  some  two-income  families  in 
Ust  Ilimsk  can  save  up  to  1,000  rubles  a 
month,  which  is  the  projected  price 
of  one  share  of  the  company's  stock. 
best  bet.  There  are  other  incentives  for 
buying  shares.  Ruble  salaries  are  nearly 
worthless.  So  by  owning  shares  of  stock, 
workers  get  not  only  equity  but  also  a 
say  in  which  foreign  goods  to  barter  for. 
The  plant  exports  wood  products  to  Eu- 
rope and  Asia  and  obtains  goods  in  re- 
turn. The  most  productive  employees  of 
the  complex,  for  example,  win  rights  to 
buy  Japanese  cars,  such  as  Mazdas  and 
Toyota  Corollas,  which  are  exchanged 
for  wood  exports.  The  cars  cost  only 
10,000  to  16,000  rubles,  substantially  less 
than  the  black-market  price  for  a  less- 
desirable  Soviet-made  sedan. 


GOING  PRIVATE: 
SOVIET  UNION 


AUTOS 


Fiat  plans  to  buy  30%  of  the  vast  VAZ 
works  in  Togliatti 


CHEMICALS 


ABB,  Mitsui,  other  foreigners  eyeing  in- 
vestments in  huge  Siberian  plants 


COMMERCIAL  BANKING 


Local  investors  set  up  more  than  3,000 
commercial  banks 


CONSUMER  GOODS 


Hundreds  of  retail  and  wholesale  outlets 
are  opening,  including  efforts  by  Bos- 
mosco  and  Atwood  Richards  of  the  U.  S. 


HOTELS 


Western  companies,  including  Radisson 
and  Sheraton,  are  planning  large 
investments 


SOFT  DRINKS 


Coca-Cola  plans  joint  venture  with  bot- 
tling plant  in  Kiev 


TRANSPORTATION 


New  private  companies  plan  to  split  up 
state  carrier  Aeroflot  and  create  new 
airlines 


WOOD 


Workers  plan  to  buy  part  of  the  Ust 
Ilimsk  lumber  plant  in  Central  Siberia 

DATA  BW 


Taken  together,  all  these  strands  of  a 
grass-roots  market  economy  may  be  the 
West's  best  bet  to  help  remake  the  for- 
mer Soviet  Union.  Grigory  A.  Yavlinsky, 
the  radical  economist  who  is  Deputy 
Chairman  of  the  state  Economic  Com- 
mittee, told  BUSINESS  week  that  the 
West  should  put  together  a  two-  or 
three-year  program  to  help  make  the  ru- 
ble convertible  and  develop  the  frame- 
work for  banking  and  privatization. 
"The  best  thing,"  he  says,  "is  . .  .  not  to 
give  money  for  the  things  that  will  be 
eaten  and  disappear." 

But  the  future  is  also  fraught  with 
danger.  The  old  state-run  economy  could 
collapse  so  abruptly  that  it  could  wipe 
out  the  fragile  new  market  framework. 
With  food  and  fuel  supplies  this  winter 
at  their  lowest  levels  in  years,  the 
chances  of  economic  meltdown  are  real. 
That  specter  is  likely  to  haunt  the  G-7 
meeting  in  Bangkok. 

By  Rose  Brady  in  Moscow  and  Peter 
Galuszka  in  Perm,  with  Patricia  Kranz  in 
Ust  Ilimsk  and  Richard  A.  Melcher  in 
London 
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EASTERN  EUROPE  TRIES 
TO  STOKE  UP  ITS  FIRE  SALE 


Countries  are  looking  for  ways  to  speed  the  sputtering  sell-off  of  state  businesses 


FREE  FACTORIES  Czech  manufacturers  that  can't  be  sold  will  be  virtually  given  away  to  citizens  through  a  complicated  coupon  scheme 


Stanislaw  Krol,  gen- 
eral manager  of  the 
Polish  steelmaker 
Huta  Warszawa,  is 
sitting  on  pins  and 
needles.  An  Italian 
steel  manufacturer, 
Lucchini,  has  signed  a  letter  of  intent  to 
buy  a  majority  stake  in  Krol's  state- 
owned  company  for  $162  million.  But  the 
government  still  must  approve  the  sale. 
And  that's  no  small  matter. 

During  Lucchini's  first  attempt  to 
clinch  the  deal  in  July,  Poland's  Industry 
Minister  quit  the  day  the  Italian  compa- 
ny's team  arrived  in  Warsaw  from  their 
headquarters  near  Milan.  Then,  during 
Lucchini's  second  attempt  in  September, 
Prime  Minister  Jan  Krzysztof  Bielecki 
offered  to  resign,  throwing  government 


decision-makers  into  chaos.  "We  gave 
the  government  an  offer  on  a  silver  plat- 
ter. All  we  need  is  their  blessing," 
groans  Krol. 

just  a  trickle.  Now,  the  steelmaker's 
very  existence,  and  the  jobs  of  its  5,500 
workers,  are  at  stake.  A  severe  reces- 
sion and  the  collapse  of  sales  to  the  Sovi- 
et Union  have  already  forced  Huta  War- 
szawa to  slash  production  by  22%  this 
year.  Burdened  by  mounting  losses  and 
outdated  production  technology,  the 
steelmaker  is  desperately  in  need  of  for- 
eign cash  and  knowhow.  But  without 
Warsaw's  assent,  none  will  arrive.  Such 
is  the  condition  of  hundreds  of  large 
companies  in  Eastern  Europe,  as  the  pri- 
vatization process  bogs  down  in  political 
logjams. 

Hundreds  of  thousands  of  privately 


owned  shops,  restaurants,  and  sm 
businesses  have  sprung  up  since  the  re 
olutions  of  1989.  But  the  expected  t( 
rent  of  sales  of  bigger  state  compani 
to  Western  investors  is  still  more  li 
a  trickle.  In  the  former  East  German 
3,300  companies  have  been  snapped  i 
since  unification  a  year  ago.  Bi 
fewer  than  100  of  the  14,000  compani 
up  for  sale  in  Hungary,  Poland,  ar 
Czechoslovakia  have  been  sold.  So,  face 
with  crumbling  economies  and  mountin 
layoffs,  Eastern  Europe's  indecish 
leadership  now  appears  ready  to  mal< 
one  last  try. 

Instead  of  continuing  to  haggle  ince 
santly  over  how  best  to  sell  the  mo: 
companies  at  the  highest  price,  Easter 
Europeans  are  getting  ready  to  open  th 
fire  sale  of  the  century.  Hungary  an 


Lajo 
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I;hoslovakia  are  leading  the  sales 
paign.  Even  Poland  is  trying  make- 
1 1  sales  tactics,  despite  preelection 
i|  arnmental  paralysis.  But  in  all  cases, 
I  region's  new  leaders  now  realize 
they  may  not  get  a  second  chance 
;  ;urn  their  economies  around.  Says 
-Id  Bank  Vice-President  Willi  A.  Wa- 
I  ians:  "The  most  expensive  option 

Id  be  the  loss  of  momentum." 
~\  espite    investors'  well-founded 
I  Ims,  Eastern  Europe  still  has  some- 
I  g  to  offer  Westerners  (table).  Al- 
ign they  require  extensive  refurbish- 
such  gems  as  Hungarian  lighting 
;er  Tungsram  and  Czech  auto  maker 
da,  with  well-known  brand  names 
skilled  workers,  sold  quickly.  Many 
;stors  still  see  the  region  as  an 
il  low-wage  manufacturing  center  for 
orts  to  the  rest  of  the  world, 
t's  why  Gerber  Products  Co.  pur- 
sed 60%  of  Eastern  Europe's  leading 
t-juice  and  baby-food  maker,  Alima 
Poland,  for  $11.3  million  on  Oct.  3. 
>siCo  Inc.  and  French  electronics 
<er  Thomson  have  cut  other  Polish 
Is  for  similar  reasons.  Thomson  is 
/  exporting  color-TV  picture  tubes  to 
stern  Europe.  It  plans  to  expand  the 
it's  capacity  from  700,000  to  2  million 
j  es  a  year. 

seer  stamp.  If  some  privatizers  get 
ir  way,  more  such  sales  will  soon 
ve  into  the  express  lane.  To  no 
i's  surprise,  Hungary  is  taking  the 
st  aggressive  tack.  Hungarians  ex- 
imented  with  market  reforms  for 
irs  before  communism's  fall.  But 
v  that  capitalism  is  the  official  order 
the  day,  the  State  Property  Agency 
4)  has  enlisted  85  investment  banks 
1  consultants,  including  Price  Water- 
lse,  Coopers  &  Lybrand,  and  Nomura 
lurities,  to  help  sell  400  medium-size 
npanies. 

The  program,  called  "self-privatiza- 
n,"  will  allow  the  400  to  look  for  buy- 
on  their  own  and  avoid  much  of  the 
:romanagement  that  has  become  a 
Imark  of  SPA  deals.  "It's  obvious  the 
reaucracy  is  a  bottleneck,"  says  SPA 
ef  Lajos  Csepi.  If  the  experiment 
es  well  over  the  next  three  months, 
If  of  Hungary's  2,400  state  enter- 
ses — the  ones  that  stand  the  best 
ince  of  survival — will  be  handed  over 
the  85  advisers  to  sell.  "If  the  SPA 
illy  delegates  the  decision-making,  we 
a  do  deals  in  three  months  instead  of  a 
ar,"  says  Mark  Rae,  a  Budapest-based 
vyer  for  New  York  attorneys  Stroock 
Stroock  &  La  van. 

Czechoslovak  federal  officials  are  tak- 
l  an  even  more  radical  tack.  In  Janu- 
y,  they  plan  to  begin  selling  more  than 
'70  companies  based  on  privatization 
ms  worked  out  by  company  managers, 
it  companies  that  can't  be  sold  quickly 
easily — perhaps  half  the  nation's 


manufacturers — will  be  all  but  given 
away  through  a  complex  bidding  plan. 

Any  citizen  interested  in  bidding  will 
be  allowed  to  purchase  coupon  booklets 
for  $33,  a  price  the  Czechs  hope  will 
cover  the  cost  of  setting  up  the  pro- 
gram. The  coupons  will  be  good  for 
shares  in  companies  or  mutual  funds. 
Czech  officials  estimate  that  roughly 


GOING  PRIVATE: 
EAST  EUROPE 


AUTOS 


Volkswagen  buys  Czechoslovakia's 
Skoda  and  BAZ,  General  Motors  moves 
into  eastern  Germany.  GM,  Fiat,  and 
Peugeot-Citroen  vying  for  Poland's 
FSO 


CONSUMER  GOODS 


P&G  buys  Czech  detergent  maker  Ra- 
kona.  Henkel.  Unilever,  and  Colgate- 
Palmolive. close  behind 


ENGINEERING 


Siemens,  Westinghouse,  ABB  vying  to 
team  up  with  Czechoslovakia's  Skoda 
Pilsen  on  power  plants,  transportation 


METALS 


Germany's  Korf  and  Metallgesellschaft 
buy  Hungary's  OZD  Steel 


PHARMACEUTICALS 


France's  Sanofi  buys  Hungary's  Chinoin 
for  $75  million 


TELECOMMUNICATIONS 


Siemens,  Alcatel,  Ericsson  selling 
switches.  Ameritech,  France  Telecom, 
Bell  Atlantic,  U.  S.  West  building  cellu- 
lar-phone and  digital  data  networks 


TRANSPORTATION 


Hungary's  Malev,  Poland's  LOT 
Czech's  CSA  airlines  being  readied  for 
sale.  Germans  proposing  private  toll 
roads 

DATA:  BW 


half  the  country's  manufacturers  will  be 
transferred  to  private  ownership  in  1992 
through  the  coupon  scheme. 

Although  the  giveaway  plan  provides 
no  new  capital  or  Western  management, 
it  will  shift  overnight  the  problem  of 
survival  from  the  government  to  the 
new  owners.  Eventually,  the  sharehold- 
ers should  be  able  to  sell  their  shares  in 
a  new  stock  market.  "No  matter  how 
hopeless  our  managers  and  how  clueless 
our  new  stockholders,  they  will  be  more 
inventive  in  finding  solutions  than  the 
government,"  says  Deputy  Finance  Min- 
ister Dusan  Triska. 

While  Hungary  and  Czechoslovakia 
are  experimenting,  Poland,  once  the 
fastest  reformer  of  the  three,  now  lags 
behind  its  neighbors.  The  Poles'  grand 
scheme  to  sell  400  big  companies  in  one 


swoop  is  mired  in  the  country's  political 
deadlock.  As  a  result,  managers  and  in- 
vestors are  grumbling  that  the  govern- 
ment's plan  for  mass  privatization  has 
become  lost  in  a  Bermuda  Triangle  be- 
tween the  Finance  Ministry,  the  Privati- 
zation Ministry,  and  the  Industry  Minis- 
try. But  in  the  cramped,  spartan  offices 
of  the  Privatization  Ministry,  a  squad  of 
young  Western  consultants  and  Poles 
are  struggling  to  keep  their  dream  alive. 
They  are  offering  investment  bankers 
and  consultants  clusters  of  companies 
within  single  industries  to  put  together 
and  streamline. 

extra  costs.  In  May,  for  example,  the 
Ministry  gave  Bankers  Trust  Co.  the 
right  to  sell  two  chemical  companies  and 
ordered  a  strategic  review  of  the  indus- 
try's remaining  75  companies.  Bankers 
already  has  lined  up  buyers  for  the  ini- 
tial pair  and  expects  the  deals  to  close 
by  Dec.  31. 

But  even  if  the  new  schemes  can 
quicken  the  sales  pace,  full-scale  privati- 
zation will  remain  elusive.  Across  the 
region,  commercial  banking  and  stock 
markets  still  are  rudimentary.  Compa- 
nies carry  billions  in  bad  debts  accrued 
during  40  years  of  communist  rule.  Haz- 
ardous waste  plagues  many  more.  And 
scores  carry  the  extra  costs  of  providing 
such  social  functions  as  medical  care, 
day  care,  and  housing. 

When  Pepsi  bought  Polish  chocolate- 
maker  Wedel  for  $25  million  in  August, 
for  example,  it  took  on  a  health  clinic,  a 
rehabilitation  center,  two  nursery 
schools,  a  recreation  center,  several  ho- 
tels, and  housing  for  retirees.  Pepsi  is 
retaining  most  of  the  social  services, 
since  alternatives  do  not  yet  exist. 

Pepsi's  not  the  only  Western  investor 
to  run  into  unpleasant  surprises.  Just 
after  Volkswagen  took  over  Skoda  last 
March,  the  Czechs  slapped  a  high  sales 
tax  on  new  cars.  Sticker  shock  drove 
Czechs  to  import  80,000  used  cars  in  the 
first  nine  months  of  the  year,  causing 
Skoda's  domestic  market  to  collapse. 
Then  there's  Michigan-based  Guardian 
Industries  Corp.,  which  owns  80%  of  a 
Hungarian  joint  venture  in  making 
glass.  Since  it  closed  its  deal  in  1989,  it 
has  battled  to  get  local  authorities  to 
repave  roads  leading  to  its  plant,  and 
has  chafed  at  a  shortage  of  phone  lines. 
It  also  has  been  hard  hit  by  the  collapse 
of  demand  in  Eastern  Europe. 

Despite  such  headaches,  vw  and 
Guardian  are  sticking  it  out.  That  kind 
of  attitude  is  what  Eastern  Europe 
needs  most  right  now.  As  the  euphoria 
of  1989  fades,  Eastern  Europeans  are 
beginning  to  realize  that  reconstruction 
will  be  more  taxing  than  the  worst 
pessimists  ever  thought.  If  privatization 
is  to  work,  eyen  more  inventive  solutions 
will  be  needed — and  quickly. 

By  Gail  E.  Schares  in  Warsaw 
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f  All  1  AT  IN  AMFPIf  A  'MAVF  EDAM 

VAN  LMI IH  AlflElflvA  IflUVC  rlvUm 
TUE  TUIDfl  IAIADI  It  TA  TUE  EIDCT'9 

FHe  1HIKU  WUKLU  III  Ink  rlKal  i 

Investors  are  pouring  in  billions  of  dollars  as  a  wave  of  privatizations  sweeps  the  continent 

It's  springtime  in  Bue- 
J^\gS^f^~7    nos  Aires,  a  season  for 
/^^s\v/^4^0  housecleaning  and 
1^                    yard  sales.  And  this 
/     year,  its  the  biggest 
~TVf-r —       cleanup  ever  in  the  Ar- 
— V  V—         gentine  capital.  The 
government  is  selling  everything  in  sight. 
Huge  billboards  announce  auctions  of  of- 
fice buildings  on  the  chic  Calle  Florida  and 
waterfront  acreage  down  by  the  docks. 
Army  regiments  are  being  booted  out  of 
Buenos  Aires  so  that  prime  real  estate  can 

Fuego  at  the  tip  of  South  America  to  the 
deserts  up  north. 

In  Latin  America,  the  question  of  priva- 
tization is  no  longer  "if"  but  "when." 
What  began  six  years  ago  as  a  debt-reduc- 
tion experiment  in  Chile — later  moving 
north  to  Mexico — is  now  a  privatization  fe- 
ver gripping  much  of  the  continent.  If  a 
Latin  government  owns  it,  chances  are  it's 
for  sale — from  phone  companies  and  air- 
lines to  docks  and  sewage-treatment 
plants.  The  cash  infusion  is  ending  the  de- 
cade-old debt  crisis  in  much  of  the  region. 

A.  Allen,  managing  director  of  Banil 
Trust  Co.'s  Latin  America  merchant  b;| 
ing  group. 

The  change  in  the  past  three  yijj 
amounts  to  nothing  less  than  econcfi 
revolution.  At  the  center  of  it  is  privafl 
tion.  While  communism  collapsed  noisil 
Europe,  Latin  America's  old  orthodi 
centering  on  state-run  strategic  industi 
crumbled  quietly.  Now,  the  Latins,  like 
Eastern  Europeans,  are  bowing  to  the 
vate  market  and  racing  for  investment 
revive  their  bedraggled  economies. 

MEXICO 


}  "  LkflP 

1 


ARGENTINA 


VENEZUELA 


REWIRING:  Mexico  sold  its  phone  monopoly 
with  little  resistance  from  the  public 


LONG  VIEW:  Argentina's  rush  to  privatize 
includes  the  sell-off  of  the  Buenos  Aires  zoo 


THE  OLD  DRILL:  The  government 
one  of  the  things  not  up  for  grabs — yet 


go  on  the  block.  Even  the  giraffes,  ostrich- 
es, and  a  48-year-old  Indian  elephant 
named  Norma  now  have  a  private  owner, 
after  the  city  fathers  sold  the  zoo. 

The  privatization  process  stretches  far 
'  eyond  the  city.  For  the  first  time  ever, 
he  government  is  opening  oil  fields  to  pri- 
e  investors.  Astra,  a  small  oil  company, 
spent  $60  million  so  far  and  plans  to 
1  much  more,  from  frozen  Tierra  del 


"In  a  few  months,  it  will  be  ancient  histo- 
ry," boasts  Domingo  Cavallo,  Argentina's 
economic  minister. 

As  a  result,  investors  are  now  flocking 
to  Latin  America,  pouring  money  into  a  re- 
gion that  was  virtually  off-limits  in  the 
debt-depressed  1980s.  And  the  deals  are 
drawing  back  billions  in  flight  capital. 
"The  amount  of  money  available  in  Latin 
America  has  been  astounding,"  says  Neil 


The  change  means  megabusiness 
First  World  bankers,  who  are  introduc 
a  continent  to  the  financing  and  merg 
and-acquisition  tricks  from  up  north — a 
collecting  hefty  commissions  for  the  he 
The  open  doors  in  Latin  America  also 
low  foreign  companies  back  into  the  sil 
mines  and  oil  fields  that  were  nationali 
over  the  past  half-century.  Foreign  sup] 
ers  and  consultants,  too,  will  be  maki 
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THIS  COPIER 

OUTLASTED  52  VPs 

HSR  VPs,  4  Cf  OS 

AND  ONE  SUB. 


II  Ah  yes,  the  ever-changing  faces  at  the 
office.  Some  with  titles  they're  not  even  aware 
of.  But  nobody  ever  talks  behind  a  Savin  copier's 
back.  They're  so  dependable  they've  been  known 
to  last  twenty  years.  Perhaps  the  only  reason 
you'd  replace  your  old  Savin  copier  is  to  get  your 
hands  on  the  full  range  capability  of  a  new  one. 
H  Take  the  new  Savin  9710.  It  has  all  the 
features  you  need  in  this  don't-give-me-any- 
problems-l-have-to-have-it-  or-the-  S.D.B.-will- 

©  1991  Savin  Corporation 


fire-me  business  world.  [||  Like  high  speed  and 
high  volume  performance,  with  a  3700-sheet 
paper  capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  like.  Automatic  copying  from  unburst 


computer  forms  so  you  don't  have  to  stand 
there  contemplating  the  push-pin  holes  in  the 
wall.  A  guidance  display  so  easy  even  the 
interns  can  figure  it  out.  And  a  Job  Card  System 
that  makes  those  tedious  copying  jobs  duck 
soup,  (jj  So  here  are  two  suggestions.  Pray 
that  the  S.O.B.  doesn't  resurface  at  your  next 


.And  call  Savin  today  at  1-800-52 

sai/in 


WE  MIND  YOUR  BUSINESS. 


millions  as  new  owners  invest  to  retool 
hundreds  of  companies.  Already,  Latin 
countries  are  lifting  imports  to  levels  last 
seen  in  the  1970s  boom.  Recalling  the 
dawn  of  the  debt  crisis,  when  credit  to  Lat- 
in America  dried  up,  Thomas  W.  Keesee, 
director  of  First  Boston  International  Ltd., 
says:  "It's  1982  in  reverse." 

Beyond  the  immediate  payoff,  Latin 
American  privatization  counts  strategical- 
ly. As  the  world  flirts  with  regional  trad- 
ing blocs,  President  Bush  is  pushing  for  a 
single  market  from  Alaska  to  Argentine 
Antarctica.  Through  Latin  privatization 
and  investment  openings,  Bush's  dream 
could  come  true.  Indeed,  Latin  leaders, 
starting  with  Mexican  President  Carlos 
Salinas  de  Gortari,  are  hitching  their  coun- 
tries to  the  U.  S.  economy,  promising  great 
rewards  to  their  people.  "We  want  to 
move  from  the  Third  World  to  the  First," 
declares  Salinas.  Latins  have  echoed  such 
hopes  for  hundreds  of  years.  But  now, 
more  than  ever,  the  hemisphere  is  moving 
in  sync,  and  the  success  or  failure  of  Latin 
America's  new  privatizers  will  determine, 
in  large  part,  whether  it  moves  toward 
prosperity  or  poverty. 

Of  course,  Latin  America  has  promised 
to  come  of  age  before.  From  the  first  gold 
rush  in  the  16th  century  to  the  oil  bonanza 
in  the  1970s,  great  hopes  have  soared — 
and  then  crashed  with  a  thud.  This  time, 
it's  different,  say  leaders.  Privatization 
isn't  so  much  a  panacea  as  a  pillar  of  sys- 
tematic economic  reform.  The  test  of  the 
great  state  sell-off  will  come  when  the  itin- 
erant moneymen  finally  leave.  If  countries 
can  develop  stable  economies,  they'll  pull 
through  the  transition  without  a  fall. 
"We'll  know  if  it  all  works  by  looking  at 
the  local  capital  markets,"  says  Bankers 
Trust's  Allen. 

wrenching  dislocation.  Privatization 
isn't  storming  ahead  everywhere,  howev- 
er. In  Brazil,  political  haggling  and  bu- 
reaucratic snafus  have  held  up  President 
Fernando  Collor  de  Mello's  ambitious  cam- 
paign. And  Peruvian  President  Alberto 
Fujimori  is  having  trouble  luring  investors 
to  a  land  wracked  by  cholera,  guerrillas, 
and  drug  traffickers.  Even  where  privati- 
zation is  rolling,  the  process  is  bringing 
wrenching  dislocation.  In  Argentina,  the 
government  announced  the  dismissal  of 
14,100  workers  in  September  alone.  The 
military,  a  traditional  haven  for  jobless 
young  men,  is  also  cutting  back.  And  with 
tariffs  way  down,  imports  are  causing 
some  private  factories  to  close. 

Latin  privatizers  hope  new  investments, 
however,  will  lead  to  new  jobs.  The  entire 
region  requires  massive  investments  in 
roads,  rails,  phone  lines,  and  electric  plants 
ring  it  up  to  date — all  of  which  should 
employ  many.  Yet  even  if  job  creation  is 
slow,  it's  clear  that  inflation  is  a  bigger  po- 
hreat  in  Latin  democracies  than  un- 


employment. A  successful  war  against  in- 
flation helped  President  Carlos  Saul 
Menem's  Peronists  win  a  decisive  election 
in  Argentina  last  month,  even  in  the  midst 
of  massive  layoffs. 

So  Argentina  is  racing  ahead.  Menem 
has  already  sold  the  telephone  company 
and  the  flagship  Aerolineas  Argentinas. 


GOING  PRIVATE: 
LATIN  AMERICA 

M 

Sold:  Aviacion  Mexicana,  AeroMexico, 
and  Brazil's  VASP,  all  sold  to  locals.  Ar- 
gentina and  Venezuela  sold  flagships  to 
Iberia.  Still  ahead:  Air  Panama,  Lloyd 
Aereo  Boliviano,  TAN  of  Honduras, 
Paraguay's  LAP,  Uruguay's  PLUNA 


BANKING 


Sold:  Mexico's  No.  1  Banamex  for  $3.2 
billion.  Still  ahead:  No.  2  Bancomer  and 
insurer  Aseguradora  Mexicana.  Colom- 
bia and  Venezuela  are  selling  banks,  too 


ENERGY 


Still  ahead:  Argentine  oil  fields  and  gas 
and  electric  companies.  A  trimmed- 
down  Yacimientos  Petroliferos  Fiscales 
will  sell  stock  next  year.  Venezuela 
seeks  joint  ventures  in  exploration  and 
production  with  foreign  partners.  Refin- 
eries are  for  sale  in  Argentina  and  Brazil 


METALS 


Sold:  Mexico's  copper  giants  Cananea 
and  Mexicana  de  Cobre.  Still  ahead:  Bra- 
zil's steelmaker  Usiminas,  scheduled  for 
Oct.  28.  Also,  Argentina  and  Mexico  are 
looking  to  sell  steel  mills 


PUBLIC  WORKS 


Sold:  Argentine  highways  and  the  Bue- 
nos Aires  zoo.  Some  Mexican  ports  and 
roadways  are  now  in  private  hands 


TELECOMMUNICATIONS 


Sold:  Chile,  Argentina,  Dominican  Re- 
public, and  Mexico  sold  phone  systems. 
The  $4  billion  Telmex  deal  was  the  re- 
gion's biggest  yet,  with  France  Telecom 
and  Southwestern  Bell  as  minority  part- 
ners. Still  ahead:  Venezuela's  CANTV, 
coming  up  this  fall,  Uruguay's  Antel 
next  year 

DATA:  BW,  BANKERS  TRUST  CO 


Much  more  is  ahead.  By  the  end  of  1992, 
vows  Cavallo,  the  government  will  be  out 
of  all  productive  enterprise. 

Venezuelan  President  Carlos  Andres  Pe- 
rez, who  nationalized  the  oil  industry  in 
the  1970s,  is  now  on  the  privatization  band- 
wagon. He  unloaded  state  airline  viasa 
last  August,  and  the  phone  company 


CANTV  is  on  the  block.  Two  giants 
leos  de  Venezuela  and  steel  and  alumi 
empire  Corporation  Venezolana  de  Gu 
na,  remain  under  state  control.  For 
Perez  will  open  doors  for  private  inves 
only  at  the  fringes  of  the  businesses, 
other  funds,  Caracas  is  floating  bond 
international   capital   markets.  It's 
same  strategy  Salinas  is  following 
Petroleos  Mexicanos. 

While  most  of  the  attention  is  foci 
on  Latin  America's  big  four — Brazil,  M 
co,  Argentina,  and  Venezuela — plenty 
other  countries  are  selling  companies 
hoping  not  to  miss  the  last  train  out  of 
Third  World.  Colombia  is  auctioning  a 
piece  of  the  coal  business  and  opening 
the  phones  to  private  competitors.  Pan; 
is  selling  a  wide  assortment,  from  Air  I 
ama  International  to  a  fruit  juice  busin 
Paraguay  is  unloading  a  steel  mill,  a 
ment  plant,  and  a  liquor  distillery.  E 
beleaguered  Peru,  to  the  dismay  of  e 
ronmentalists,  is  opening  up  virgin  ar 
of  the  Amazon  for  private  oil  exploratk 
flying  blind.  Still,  success  can  be  danf 
ous,  say  some  critics  of  privatization, 
ger  for  high  prices  and  quick  deals- 
entranced  by  their  new  place  in  the  mar 
after  decades  of  pariah  status — gov* 
ments  at  times  are  shortsighted.  In  sc 
cases,  the  new  owners  aren't  good  op« 
tors.  Aviacion  Mexicana,  for  example, 
floundered  since  its  privatization  in  1 
Its  new  owners  included  no  airline  op( 
tors.  In  other  cases,  juicy  monopolies 
transferred  from  state  to  private  hai 
without  tough  government  regulation, 
pecially  with  utilities,  "if  we  don't  get 
er  rates  and  better  service,  the  privat 
tion  won't  make  any  difference 
Francisco  Macri,  chairman  of  Socma, 
Argentine  auto  and  construction  group 

Nevertheless,  the  money  is  pouring 
And  from  Mexico  City  to  Buenos  Air 
people  are  in  a  hurry.  With  global  allian 
taking  shape,  Latin  leaders  regard 
1990s  as  the  make-it-or-break-it  deca 
one  last  chance  to  pull  themselves  out 
poverty.  "Either  we  turn  ourselves  into 
developed  nation  this  decade,  or  we  will 
facing  a  wall,"  says  Roberto  Lima  Net 
who  as  president  of  Brazil's  Companhia 
derurgica  Nacional  is  preparing  the  st 
company  for  privatization.  Now  more  th 
ever,  Latins  see  there's  no  future  in  isc 
tion.  Governments  are  ditching  statism 
the  markets,  flinging  open  doors  to  inv 
tors  from  the  north.  Moving  fast  now, 
ins  are  hoping  to  get  on  track  for  the  lo 
hard  climb  toward  development. 

By  Stephen  Baker  in  Buenos  Aires, 
Elizabeth   Weiner  in  New  York,  Mi 
Zellner  in  Mexico  City,  and  bureau  repor 


For  information  on  reprints  of  this  Special  Report, 
Business   Week    Reprints   at   609   426-5494,  or 
Business  Week  Reprints,  P.O.  Box  457,  Hightstown,  t 
08520. 
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"Funny  about  IBM, 
as  they  get  older 

their  hearing  seems 
to  be  improving." 


"I've  known  IBM  since  the 
punch  card  days,  and  back  then 
they'd  show  up  and  I'd  take  notes. 
How  different  today. 

"If  they're  planning  a  new 
system  or  creating  new  software, 
they  ask  me  what  I  think,  and 
they  don't  fish  for  compliments. 

"What  a  switch.  Fd  ahvays 
planned  around  IBM.  Now  they're 
planning  around  me" 

IBM's  goal  is  to  help  customers 
solve  problems,  so  we'd  better  know 
what  their  problems  are,  and  that's 
why  we  have  Customer  Councils. 

On  a  regular  basis,  we  talk 
with  customers  about  new  direc- 
tions and  listen  to  whatever  else 
they  have  to  say.  As  a  result  we've 
improved  our  products,  our  services 
and,  in  fact,  ourselves. 

So  when  customers  are  happy 
with  an  IBM  system,  there's  a  good 
reason  for  it.        —         —  —  ■, 

design  it.  ~~  mmmm,  —  ~ 
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53    The  V\S.  Olympic  Committee  will 
t±$5    uset)lson  Travelworld  as  an  official 
t^TA^awl,  travel  company  for  the  upcoming  / 
QQQ^mes,  because  Olson  has  what  it 
takes  to  get  120,000  tickets  out  in  a 
'°"S&SSre  few  weeks.  likewise,  Olson  will  use 
Express  MaiF  overnight  service  from  the  post 
office  to  deliver  those  tickets,  because  Express 
Mail  has  guaranteed  overnight  delivery*  a  low- 
price  auictarill  pick  up  unlimited  packages  for  a 
single  pickup  charge.  Now,  if  you  want  reliable 
overnight  delivery  at  a  great  low  price,  which 
company  are  you  going  to  use?  For  pickup,  call 
1-800-333-8777.  We  deliver. 
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INVESTIGATORS  I 


PHILIP  MARLOWE?  NO. 
SUCCESSFUL?  YES 


Meet  Houston's  Ed  Pankau,  a  flamboyant,  PC-packing  private  eye 


ouston  private  detective  Edmund 
J.  Pankau  is  a  blur  as  he  sweeps 
into  his  fifth-floor  headquarters. 
Passing  rows  of  investigators  transfixed 
before  computer  screens,  he  stops  brief- 
ly to  consult  an  associate  about  a  case. 
Inside  his  office,  adorned  with  wild  tur- 
key and  deer  trophies,  he  takes  his 
morning  phone  calls,  updating  clients 
and  easing  fears.  But  he  refuses  one, 
from  a  man  he  sus- 
pects of  bank  fraud. 
The  man  wants  Pan- 
kau's  ear,  apparently 
hoping  to  get  the  de- 
tective off  his  trail, 
but  Pankau  won't 
bite.  Laughing  and 
wild-eyed,  he  bel- 
lows: "Tell  him  I'm 
in  a  meeting.  I'm  go- 
ing to  put  him  in 
jail." 

Nailing  criminals 
and  deadbeats  is  sec- 
ond nature  to  all 
good  detectives.  But 
Pankau,  46,  is  no  or- 
dinary gumshoe. 
While  most  in  the 
profession  work  in 
the  shadows,  Pankau 
is  a  flamboyant  mas- 
ter of  self-promotion. 
His  pursuit  of  high- 
profile  cases,  involv- 
ing such  names  as 
Manuel  Noriega  and 
Bank  of  Credit  & 
Commerce  Interna- 
tional, and  his  prow- 


eryone's  Guide  to  Investigation.  "This 
business  has  always  been  in  the  closet," 
he  says.  "I'm  sweeping  it  out  front." 

Pankau's  bold  claims  have  earned  him 
plenty  of  critics,  who  grumble  that  pri- 
vate eyes  have  no  business  seeking  the 
limelight.  And  one  Pankau  target  claims 
he'll  stoop  to  possibly  illegal  tactics: 
Houston  trial  lawyer  Tom  Alexander 
suspects  two  Pankau  employees  posed 


check  out  prospective  employees  for  I 
ents,  says:  "He  comes  on  like  a  scnl 
ball,  but  he's  smarter  than  hell." 

Pankau  and  his  46  investigators  spei 
their  days  combing  through  dozens  1 
on-line  PC  data  bases  containing  probij 
records,  motor-vehicle  registratio 
credit  reports,  and  other  informati 
Pankau  can  also  draw  upon  a  worldw 
network   of  sources,   many  arran 
through  electronic  bulletin  boards  s 
as  the  Investigators'  Online  Netwo1 
The  slimmest  lead  can  often  crack! 
case.  Hobbies?  Check  association  me 
bership  lists.  Occupation?  Check  tra 
organizations.  In  1989,  the  Califori] 
Real  Estate  Licensing  Board  helped  P;1 
kau  find  a  San  Antonio  real  estate  age 
who  had  kidnapped  his  kids. 

Intertect  charges  $60  to  $100 
hour — and  $150  if  Pankau  handles  a  e 
himself.  With  offices  in  six  states,  t 


ED  PANKAU'S  CASE  BOOK 


UNNAMED 
EUROPEAN  BANK 

1991- 

METROPOUTAN 
INSURANCE  AND 
19  OTHER  CREDI- 
TORS OF  CINEMA- 
CHAIN  OWNER 
1989-   

MERCANTILE  DE 
MEXICO  BANK 


COOK  OIL  CO., 
MONTREAL 

1984 


Job/Status  .. 

Exploring  web  of  com 
parties  affiliated  with 
BCCI 
Pending 

Cracked  $200  million 
financial-fraud  case 
One  conviction,  sei- 
zure of  millions  in  as- 
sets so  far 

Tracked  $9.5  million 
stolen  from  bank 
Recovered  all  money 

Investigated  fraud  by 
officers,  directors  of 
Vernon  Savings  & 
Loan 

Four  convictions  and 
$  10  million  in  fines 

Investigated  oil  and 
ga,s  fraud 

Recovered  $4  million 


ess  in  solving  personal-fraud  cases  have 
made  him  a  favorite  on  TV  news  and  talk 
shows.  Ads  for  his  firm,  Intertect,  fea- 
ture a  photo  of  Pankau  with  the  caption: 
"Do  you  know  this  man?  You  should." 
'Smarter  than  hell. '  Pankau  epito- 
mizes the  new,  high-tech  generation  of 
private  investigators.  To  track  down 
fi  ioks  and  stolen  loot,  they  rely  on  com- 
and  on-line  data  bases.  Pankau  is 
f  styled  missionary  for  the  business, 
Ling  to  the  government  and  fellow 
e  investigators.  He  has  even  pub- 
a  how-to  book,  Check  It  Out:  Ev- 


as Jacuzzi  repairmen  several  years  ago 
and  rifled  his  files.  "He  claims  to  be  the 
world's  best  detective,"  he  fumes,  "but 
he  didn't  find  anything  on  me."  Pankau 
doesn't  dispute  that  he  investigated  Al- 
exander, but  says  he  had  nothing  to  do 
with  any  repairmen. 

Pankau  has  plenty  of  fans,  though. 
James  D.  Ratley,  program  director  for 
the  5,000-member  National  Association 
of  Fraud  Examiners,  calls  Pankau  one 
of  the  nation's  top  authorities  on  locat- 
ing hidden  assets.  Monty  E.  Pendleton,  a 
Houston  consultant  who  uses  Pankau  to 


business  had  1990  revenues  of  $3  millic 
But  Pankau  is  in  the  business  for  mo 
than  money.  "I  feel  like  I  was  born  to 
this,"  he  says. 

Pankau's  fascination  with  the  far  si 
of  the  law  began  close  to  home,  t 
father  had  an  early  career  as  a  bootle 
ger,  running  liquor  for  gangst 
"Dutch"  Schultz,  before  becoming 
Long  Island  (N.  Y.)  barkeeper.  Aft 
serving  as  a  Green  Beret  in  Vietnai 
Pankau  got  degrees  in  criminal  justi 
and  accounting  at  Florida  State  Univ< 
sity.  He  spent  several  years  as  an  Int< 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Megatop"  747  from  San  Francisco  to  Hong  Kong,  we've  never  forgotten  how  important  those  little 

A  great  way  to  fly 

things  can  be.  En  route,  enjoy  inflight  service  even  other  airlines  talk  about.  SIHGAPORE  AIRLinES 


The  new  QL830  had  to. 

be  smarter  than 
the  LaserJet  HI  to  earn 

the  Okidata  OK! 
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Smart 


•  Smart  price  :$1999ffi* 

•  Gives  you  the  best  font  scaling  and 
graphic  output  from  over  5000  different 
software  applications. 

•  Offers  17  scalable  plus  26  bitmapped 
fonts,  standard. 

•  2  megabytes  of  memory  for  full-page 
graphics. 

•  Optional  second  paper  tray  for  second 
sheets,  alternate  letterhead. 

•  5-year  printhead  warranty.  (Plus  1  year 
parts/labor  on  entire  printer.) 


Not  So  Smart 

•  Not-so-smart  price :  $2395-* 

•  Only  supports  font  scaling  and  graphii 
from  a  few  hundred  software  applicat 
without  expensive  brain  surgery. 

•  The  best  it  can  manage  without  costly  ac 
ons  is  8  scalable  and  14  bitmapped  fonts. 

•  1  meg  is  all  you  get,  standard.  Cant  eve 
remember  one  full  page  of  graphics. 

•  No  place  to  add  a  second  tray.  You're 
stuck  with  only  one  kind  of  paper  at  a  tin 

•  Standard  1-year  warranty.  Not  so  sma 


If  you  think  buying  the  smartest  8 
page-per-minute  business  printer  is  a 
smart  business  move,  we  think  you'll 
agree  Okidata's  new  OL830  is  a  stroke  of 
pure  genius. 

It  Takes  Brains 
To  Make  A  Smart  Printer. 

Okidata's  newest  printer  takes  just 
about  every  important  feature  of  the 
LaserJet  III  and  adds  an  IQ  boost  all  its 
own.  The  OL830  offers  more  typefaces 
and  fonts  for  better-looking  documents, 
and  more  standard  memory  for  full-page 
graphics.  An  optional  second  paper  tray 
fits  underneath  to  switch  between  letter- 
head and  second  sheet,  or  plain  paper  and 
envelopes,  without  reloading.  And  the 
OL830's  5 -year  printhead  warranty  is  the 
longest  in  the  industry.  All  for  a  suggested 
retail  price  that's  hundreds  of  dollars  less 
than  the  LaserJet  III. 

So  Smart,  It  Already 
Knows  Your  Software. 

To  give  our  smart  printer  even  more 
smarts,  we  include  Printer  Control  PaneL 
autoswitching  software  from  LaserTools®- 
a  $149  value.  By  switching  automatically 
between  both  major  printer  emulations 
(Adobe's®  PostScript  W  HP®  LaserJet), 
the  OL830  will  deliver  superb  output  and 


dazzling  graphics  with 
WordPerfect,®  Lotus® 
1-2-3,®  Harvard 
Graphics,®  or  just 
about  any  software 
package,  present  or  fu- 
ture, DOS  or  Windows 
Since  it's  also 

fully  Novell®  net-   

work- compati- 
ble, users  on  a 


LAN  can  send 
output  from  dif- 
ferent applications  at 
any  time  without  printer 
headaches. 

Our  Smartest  Feature: 
TheOkidataOK! 

Most  important,  the  OL830  comes 
with  the  Okidata  OK!-our  personal 
pledge  that  your  new  Okidata  printer  will 
provide  not  just  adequate  performance, 
but  exceptional  perfor- 
mance-not  merely 
good  value,  but  out- 
standing value. 

For  additional  in- 
formation, or  the  name 
of  an  Okidata  dealer  in 
your  area,  please  call  us 
at  1  (800)  OKI-DATA. 


OKIDATA  OK! 


We  dont  just  design  it  to  work.  We  design  it  to  work  wonders.  " 

'Manufacturer's  suggested  retail  price.  Dealer  prices  nu\  vary.  HP  and  LaserJet  arc  Rug  T.M  ,'s  of  Hewlett  Paikatd  Int.  Adobe  and  PostScripts  Res  I'M  s  of  Adobe  Systems  Inc.  Printer  Control  Panel  isaT.M.  and  LaserTools  is  a  Reg,  T.M, 
of  LascrTools  Corp.  WordPerfect  is  a  Reg.  I'M.  of  W  ordPerfect  Gup.  Lotus  and  1-2-3  are  Reg.  T.M.'s  of  Lotus  Development  Corp.  Harvard  (iraphns  is  a  Reg.  T  \\.  of  Software  Publishing  ( lorp  Windows  is  a  T.M.  of  Microsoft  Corp  Okidata  is 
a  Reg.  T.M  and  Okidata  OK!  isaT.M.  of  OKI  Electric  Industry  Co..  LTD.  "We  don't  ]iist  design  it  to  work.  We  design  it  to  work  wonders;  is  a  I  M.  ol  ( Ikl  America  Inc. 


nal  Revenue  Service  agent,  then  left  in 
1973  to  set  up  his  own  shop  in  Houston. 

Greater  Houston  got  its  first  taste  of 
the  flashy  Pankau  style  in  1978,  when  he 
was  called  in  as  an  expert  witness  to 
testify  in  a  homicide  case.  Five  police- 
men had  pushed  a  Mexican  youth  into 
the  Buffalo  Bayou,  a  local  waterway, 
during  an  arrest.  The  young  man 
drowned,  and  the  officers  were  charged 
with  negligent  homicide.  To  reproduce 
the  circumstances  of  the  incident — and 
prove  the  canal  wasn't  a  "death  trap" — 
Pankau  guzzled  eight  beers,  donned 
army  fatigues,  plunged  into  the  bayou, 
and  swam  across.  His  stunt  was  intro- 
duced as  evidence.  The  police  were  con- 
victed of  manslaughter  but  given  only 
one-day  jail  sentences.  Critics  howled, 
but  Pankau  won  fame — and  clients. 

By  the  mid-1980s,  with  the  savings 
and  loan  debacle  breaking,  business  was 
booming.  Typical  was  the  case  of  Tony 
Rand,  an  Arkansas  promoter  who 
planned  a  nationwide  theater  chain. 
Rand  told  developers  and  thrifts  he 
could  revitalize  their  shopping  centers  if 
they  built  theaters  and  leased  them  to 
him.  Lenders  funneled  millions  into  his 
projects,  100  cinemas  were  opened,  and 
Rand  was  the  toast  of  Little  Rock. 
trash  tip.  But  when  suspicious  lenders 
hired  Pankau  in  1989,  he  found  discrep- 
ancies in  Rand's  financial  statements. 
Using  a  computer  data  base,  he  collected 
lawsuits  filed  against  Rand  by  creditors 
in  various  states.  Then,  rummaging 
through  the  developer's  garbage,  Pan- 
kau uncovered  hundreds  of  bounced 
checks,  allowing  him  to  track  other  cred- 
itors and  prove  Rand's  empire  was  self- 
destructing.  Word  spread  in  banking  cir- 
cles, and  federal  authorities  followed 
with  their  own  investigation.  "Pankau 
did  a  great  job  of  digging  up  informa- 
tion," says  Fletcher  Jackson,  an  assis- 
tant U.  S.  attorney  in  Little  Rock.  In  Au- 
gust, a  federal  jury  found  Rand  guilty 
of  26  counts  of  financial  fraud.  He  is 
awaiting  sentencing. 

Pankau  has  his  hand  in  a  number  of 
juicy  cases  these  days.  He's  helping  the 
Resolution  Trust  Corp.  recover  assets 
hidden  by  former  thrift  operators,  and 
the  RTC  has  hired  him  to  to  write  a  hand- 
book for  its  investigators.  He  says  he's 
helping  Panama  track  $800  million  in  as- 
sets allegedly  hidden  by  Noriega,  al- 
though Panamanian  officials  couldn't  be 
reached  for  comment.  Now,  he's  sniffing 
around  what  could  be  the  biggest  case 
of  the  decade:  A  European  bank  has 
hired  Pankau  to  probe  links  between 
several  American  financial  institutions 
and  BCCI.  "This  thing  is  just  taking  off," 
he  says  of  the  BCCI  scandal.  Pankau  is 
only  on  the  periphery,  but  he'd  like  noth- 
ing better  than  a  bigger  role.  If  he  gets 
one,  you  can  be  sure  he'll  let  you  know. 

By  Mark  Ivey  in  Houston 


PRODUCTS  I 


PUSHING  DESIGN 
TO  DIZZYING  SPEED 


Tiny  Alias'  3-D  software  slashes  time  from  workstation  to  mark 


otorola  Inc.'s  MicroTac  pocket- 
size  cellular  phone  is  a  smash. 
I  Since  its  introduction  in  1989, 
Motorola  has  sold  over  $1  billion  of  the 
10.7-ounce  phones.  Even  the  Japanese 
are  wowed:  MicroTac  has  won  two  of 
their  top  product-quality  awards. 

Behind  the  acclaim,  however,  is  a  lit- 
tle-known story  of  how  Motorola  rushed 
its  nifty  design  into  production  with  new 
3-D  design  software  developed  by  tiny 
Toronto-based  Alias  Research 
Inc.  Because  the  Alias  soft- 
ware is  "many,  many  times 
faster"  than  traditional  de- 
sign methods,  says  Leon 
Soren,  Motorola's  manag- 
er of  computer-aided  de- 
sign, it  helped  the  compa- 
ny get  MicroTac  to 
market  in  April,  1989,  "al- 
most two  years  ahead 
of  the  competition." 
'huge  change.'  3-D  de- 
sign software  is  now 
the  rage  among  prod- 
uct designers  in  the 
U.  S.,  Japan,  and  Eu- 
rope. GM,  Honda,  Sony, 
BMW,  Goodyear,  and  Ti- 
mex,  among  others, 
are  using  it  to  com- 
press the  design  pro- 
cess and  electronically 
link  every  step  from 
sketching  to  creating 
molds.  "It  marks  a 
huge  change  in  the  de- 
sign field,"  says  Ron- 
ald C.  Hill,  a  31-year 
veteran  of  General  Mo- 
tors Corp.'s  design  de- 
partment who  now 
heads  the  industrial  design  department 
at  the  Art  Center  College  of  Design  in 
Pasadena,  Calif. 

Timex  Corp.,  for  one,  is  counting  on 
3-D  software  to  help  rescue  the  watch 
business  from  foreign  competition.  It  ini- 
tially bought  Alias  software  so  that  "we 
would  be  able  to  turn  out  watches  fast- 
er," says  John  Houlihan,  director  of  in- 
dustrial design.  Then,  Timex  discovered 
that  3-D  software  also  helps  produce 
better,  more  accurate  designs.  Case  in 


Alias  helped  get 
r\  MicroTac  to  market 
'two  years  ahead  of  the 
competition' 


point:  the  sporty  B-29  Chronogra 
"Alias  is  making  us  more  competil 
with  the  Asians,"  says  Houlihan.  " 
the  future  of  industrial  design." 
Feature  Enterprises  Inc.,  for  exam 
the  nation's  leading  maker 
wedding  jewelry,  has  slas 
the  time  it  takes  to  design 
produce  a  new  ring  from  thj 
to  five  months  to  only  a  w< 
by  linking  Alias  Studio  s 
ware  to  its  computerized  m 
ufacturing  process. 

The  market  for 
sign  software  sho 
hit  $100  million  in  1! 
and  grow  to  seve 
billion  dollars  by 
end  of  the  decade,  s 
Alias  co-founder  ; 
CEO  Stephen  Bingh; 
He  thinks  Alias  ( 
grab  $1  billion 
that. 

Maybe — but  fir 
Alias  will  have  to 
through  some  growi 
pains.  Blistering 
mand  sent  sales 
90%,  to  $22.8  million 
the  fiscal  year  tl 
ended  Jan.  31 — a 
106%  in  the  six  mon 
that  ended  July  31.  I 
then,  the  small  com 
ny  stumbled.  On  Se 
12,  Alias  reported  tl 
its  second-quarl 
earnings  rose  or 
30%,  to  $740,000— w 
below  expectations, 
ceivables  had  balloo 
out  of  control,  to 
most  $15  million.  On  Sept.  26,  Bingh; 
warned  that  a  loss  is  likely  this  quart 
The  stock  now  trades  at  8,  miles  from 
52-week  high  of  29. 

Bingham  and  the  board  are  movi 
rapidly.  "We're  absolutely  confident 
can  regain  control,"  says  Bingham 
promises  "this  will  be  a  one-quar 
fumble."  He  says  he  will  slow  growth 
a  more  manageable  annual  pace  of 
tween  50%  and  60%.  And  he's  cutti 
expenses  by  delaying  the  opening  o 
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Its  time  we  cleared  the  air 
about  air  conditioning. 


DDQ 

nn 


The  good  news  is  that  the  use  of  chlorof  luoro- 
carbons  (CFCs)— the  refrigerants  that  have 
been  affecting  our  ozone  layer— has  been 
banned.  The  not-so-good  news  is  that  we 
have  to  wait  for  the  year  2000  for  the  ban  to 
take  effect.  Fortunately,  a  lot  of  people 
aren't  waiting.  They  realize  the  damage 
that's  already  been  done.  They  realize  that 
the  ozone  layer  in  our  upper  atmosphere 
that  protects  us  from  ultraviolet  radiation 
is  increasingly  being  damaged  by  CFCs. 
And  they  realize  that  it's  got  to  stop 
. . .  now!  So  more  and  more  people  with 
air  conditioned  offices,  hotels,  hospitals, 
supermarkets  and  other  commercial 
buildings  are  switching  from  electrical 
cooling  systems  to  new  natural  gas 
absorption  cooling  systems  that  use 
salt  and  water  instead  of 
polluting  CFCs.  They're 
benefiting  from  re- 
duced air  condition- 
ing costs,  and  we're 
all  benefiting  from  a 
safer  environment. 


not 


an 


Use  Natural  Gas. 
Well  all  breathe  easier. 


What's  the  business  world 
coming  to? 


for 


Now,  without  giving  up  great 
black  and  white  print  quality, 
you  can  dress  up  your  Macintosh 
work  with  a  little  color.  You  can 
do  more  interesting  charts  and 
graphs.  Impressive  cover  pages. 
And  compelling  overhead  pre- 
sentations. Hewlett-Packard 
makes  it  all  possible  with  the 
HP  Desk  Writer  C  printer. 
Impressive  black  and  white. 
And  thousands  of  colors.  For 
just  $1,095.* 

•Suggested  U.S.  list  price  "Offer  valid  through  January  31, 1992  No  purchase  necessary;  void  where  prohibited 


The  best  features  of  HP's 
DeskWriter  haven't  changed. 
You'll  still  get  crisp,  clean,  laser- 
sharp  resolution.  And  you'll  still 
have  all  the  built-in,  scalable 
fonts  and  graphic  capabilities 
that  can  make  such  a  difference 
in  your  work. 

Take  all  that,  add  a  nearly  end- 
less choice  of  attention-getting 
colors,  and  you've  got  a  very 
valuable  new  partner.  And 


once  you  see  how  easy  the 
DeskWriter  C  is  to  use,  you' 
like  it  even  better.  Just  plug, 
play,  and  print.  On  plain  pap 
or  transparency.  Of  course,  it 
Macintosh  and  System  7 
compatible. 

With  the  DeskWriter  C,  Hewk 
Packard  introduces  a  colorfu  . 
new  generation  to  its  family 
inkjet  printers.  A  family  tha 
stands  for  affordable  quality. 


arwar 


'visit  \ 


Affordable  color. 
Introducing  the  HP  DeskWriter  C 
printer.  Only  $1,095. 


I  I  I  I  I  1  \  \  \ 


>uality  that's  backed  by  a  three- 
ear  warranty. 

bu've  probably  been  imagining 
our  work  with  a  little  color, 
ifter  all,  you're  a  Macintosh 
ser.  You're  always  wondering 
/hat's  next.  If  you'd  like  us  to 
end  you  some  samples  of  the 
)eskWriter  C's  work,  call 
-800-752-0900,  Ext.  2647. 
)r  visit  your  nearest  authorized 


HP  dealer  and  sign  up  for  a 
chance  to  win  a  Caribbean 
cruise  for  two.**  Color  is  what 
the  business  world  is  coming  to. 

HP  Peripherals 

When  it's  important  to  you. 


EWLETT 
PACKARD 


1991  Hewlett-Packard  Company  PE1211R 


Tokyo  office.  Most  important,  Bingham 
is  beefing  up  management  by  recruiting 
a  new  chief  operating  officer. 

If  Alias  can  put  its  affairs  in  order, 
it's  well  positioned  to  flourish  in  the 
computerized-design  market.  As  the  cost 
of  the  hardware  to  run  its  programs 
falls,  Alias'  market  is  expanding.  Its 
high-end  system,  which  includes  either 
the  IBM  RS/6000  or  the  Silicon  Graphics 
Inc.  workstation,  has  dropped  in  price  by 
half  since  1986,  to  about  $100,000.  Mean- 
while, Alias  has  added  a  midrange  sys- 
tem for  about  $30,000.  Late  in  October, 
it  will  start  shipping  Sketch!,  a  $2,000  3- 
D  design  package  for  Apple  Computer 
Inc.  Macintosh  personal  computers. 

Naturally,  Alias  is  not  alone  in  such  a 
promising  market.  A  top  competitor  is 


went  to  GM  to  demonstrate  his  first 
package  on  a  Silicon  Graphics  worksta- 
tion. The  meeting  ran  for  three  days  and 
changed  Alias'  future.  "You  don't  under-, 
stand  how  revolutionary  this  is,"  Bing- 
ham recalls  the  excited  designers  ex- 
claiming. GM  immediately  ordered  three 
systems,  allowing  Bingham  to  raise  $3 
million  in  venture  capital  for  expansion. 
By  1987,  he  had  shifted  his  focus  square- 
ly to  industrial  design. 

It  was — and  remains — a  fertile  field 
for  new  approaches.  Despite  massive  in- 
roads by  computers  in  manufacturing, 
most  product-design  work  is  still  done 
by  hand,  from  sketching  on  paper  to 
sculpting  clay  or  wood  models.  "These 
are  the  same  basic  techniques  we  used 
45  years  ago,"  complains  Giuseppe  De- 


new  touches — the  way  a  writer  use 
word  processor.  "You  can  look  at  n 
designs  before  you  commit  to  an  exj 
sive  tooling  process,"  says  Gianfra 
Zaccai,  president  of  Design  Continu 
a  Boston-based  industrial-design  fi 
"That  increases  quality." 

Thanks  to  its  roots  in  film,  Alias 
erates  amazingly  lifelike  rendering: 
products,  complete  with  color  and  si 
owing.  These  "photo-realistic"  ima 
are  so  powerful  that  companies  h 
used  them  to  market  and  advertise  i 
products  before  they've  been  produ 
Design  Core,  based  in  Norwalk,  Co 
designed  a  compact-disk  rack  sys 
called  Audiofile  for  Dreadnaught  Inc 
tries  and,  using  images  created  by  A 
software,  produced  flyers,  signs,  e 


DOING  PRODUCT 
DESIGN  BY  HAND... 

D SKETCHING  Using  pencil  and  paper, 
the  designer  draws  the  idea 

RENDERING  The  idea  is  drawn  or 
painted  on  paper  to  give  a  more  de- 
tailed idea  of  the  product 

MODELING  A  skilled  craftsman  makes 
a  three-dimensional  model  of  the  prod- 
uct from  wood  or  clay  for  evaluation  by  mar- 
keting and  engineering 

□ ENGINEERING/MANUFACTURING 
Engineers  decide  how  to  build  the  prod- 
uct. For  the  first  time,  the  design  is  fed  into  a 
computer.  Engineers,  designers,  and  market- 
ers make  revisions.  The  design  is  then  fed 
electronically  into  a  CAD/CAM  system  and 
later  manufactured 


□ 

taile 
□ 


...AND  BY  3-D 
COMPUTER  SOFTWARE 

□ SKETCHING,  RENDERING,  AND 
COMPUTER  MODELING  Using  a 
station,  the  designer  sketches  an  idea, 
fleshes  it  out  using  rendering  software, 
computer  generates  a  realistic  3-D  mo 
the  product  on  the  screen.  Because  it's 
tronic,  the  design  can  be  tweaked  easil 
cheaply.  A  physical  mock-up  can  be  m 
by  transferring  the  design  electronicall 
computerized  milling  equipment.  But  t! 
tire  step  can  often  be  skipped 


□ 


IMAGE  OF  A 
TIMEX  B-29 
GENERATED 
BY  ALIAS 


Once  all  revisions  have  been  madB> 
data  describing  the  computer-generateBg 
model  are  transferred  directly  to  a  CA JKn 
CAM  system  and  produced 

DATA:  BW 


the  CDRS  system  developed  by  Evans  & 
Sutherland,  in  conjunction  with  Ford  Mo- 
tor Co.  and  Chrysler  Corp.  It's  more  ex- 
pensive, and  it  runs  on  an  Evans  graph- 
ics workstation.  CDRS  systems  have  been 
sold  to  Toyota,  Volkswagen,  and  Fiat, 
among  others.  Now,  Evans  is  working 
with  consumer-products  giant  Philips  to 
broaden  the  system's  appeal.  "Our  aim 
is  to  become  a  major  player  in  industrial 
design,"  says  Don  Garner,  head  of  Ev- 
ans' industrial-design  unit.  And  last 
year,  Intergraph  Corp.,  North  America's 
largest  company  focused  on  computer- 
assisted  design/computer-assisted  manu- 
facturing (CAD/CAM),  rolled  out  its  I/De- 
sign system,  which  provides  Alias-like  3- 
D  modeling  and  imagery. 
better  MOVIES.  Bingham,  43,  took  a  cir- 
cuitous route  to  industrial  design.  He 
became  intrigued  by  computer-generated 
special  effects  during  a  stint  at  the  Ca- 
nadian Film  Institute  in  the  early  1980s 
and  set  up  Alias  in  1983  to  produce  bet- 
ter movie-animation  software. 

In  1985,  almost  on  a  whim,  Bingham 


lena,  manager  of  Ford's  2000X  Studio, 
an  advanced  design  lab. 

Unlike  the  simpler  design  packages 
that  have  been  used  for  a  decade,  3-D 
software  lets  designers  skip  steps  and 
work  immediately  in  three  dimensions 
(table).  Even  more  important,  as  a  de- 
signer sculpts  a  3-D  design  on  a  screen, 
the  software  automatically  generates  a 
mathematical  data  base  describing  it. 

This  data  can  then  be  transferred  to  a 
CAD/CAM  system,  so  engineering  and 
manufacturing  move  in  tandem  with  the 
design  process.  "By  getting  everyone  in- 
volved simultaneously,"  declares  Ford's 
Delena,  you  can  spot  problems  far  earli- 
er in  the  process.  That  saves  time  and 
improves  quality.  Ford  is  counting  on 
Alias,  CDRS,  and  other  software  tools  to 
help  cut  the  gestation  period  for  a  new 
car  in  half — to  two  years  or  less. 

Efficiency  is  only  one  benefit.  Because 
the  Alias  program  allows  engineers  to 
change  designs  without  building  new 
models,  it  also  lets  them  be  more  cre- 
ative. They  can  make  revisions  and  try 


packaging  for  the  rack — all  bear: 
"photos"  of  the  product.  Dreadnauj 
took  these  to  the  1991  Consumer  El 
tronics  Show  in  Las  Vegas — and  gen 
ated  enough  orders  to  get  financing 
produce  the  rack. 

T2,  too.  Photo-realistic  capability  1 
made  Alias  hot  in  Hollywood,  too.  Ind 
trial  Light  &  Magic,  one  of  Alias'  t 
gest  customers,  used  its  software  to  c 
ate  the  chilling  T-1000  character  in  t 
summer's  hit  Terminator  2. 

Even  eye-popping  stuff  like  that 
tame  compared  with  what  designers 
pect  from  the  emerging  technology.  ' 
are  where  the  Wright  brothers  were 
ter  their  first  flight,"  says  Ford's 
lena.  He  thinks  3-D  software  will  even 
ally  be  married  with  "virtual  realit 
technology,  which  would  allow  a  car  1 
ecutive  to  simulate  a  "test  drive"  befcji 
a  new  car  leaves  the  drawing  boa 
Now,  if  Bingham  can  manage  his  com] 
ny  through  its  adolescence,  Alias  m 
just  be  designing  a  great  future. 

By  William  C.  Symonds  in  Torot 
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STAN  SMITH  HELPS  KEEP  OIL 


THERE  WHEN  IT  COUNTS. 


Oil  spills  are  everybody's  enemy. 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary,  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We'll  inspect 
some  2,000  vessels 
a  year"  says  prin- 
cipal surveyor 
Stan  Smith.  "We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise" 

Ottering  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping  valves  and  machin- 
ery.They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


Ins 
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Hyundai  Electronics  America     Hyundai  Electronics  Europe     Hyundai  Electronics  Southeast  Asia 
1-800-727-6972  '  011-49-619-6470-14-0  011-65-27O6300 


fT  TAKES  BILLIONS  OF  DOLLARS  TO  BE  SELF-RELIANT.  AS  ONE 


F  THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


VESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


1 


m 


O  WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


OARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


HE  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS, 


ECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGER  HAVE 


0  MAKE  THE  CHOICE  BETWEEN  PERFORMANCE  AND  PRICE. 
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Sports  Business 


CORPORATE  STRATEGIES  I 


MADISON  SQUARE  GARDEN 
IS  FINALLY  PLAYING  TO  WIN 


Paramount  spruces  up  the  arena,  the  Knicks,  and  the  Rangers 


To  New  York  sports  fans,  Madison 
Square  Garden  is  the  epicenter  of 
disappointment.  The  Knicks  last 
ruled  the  basketball  roost  in  1973.  As  for 
the  Rangers,  it  has  been  over  50  years 
since  they  won  hockey's  Stanley  Cup. 

Both  the  Knicks  and  the  Rangers  are 
owned  by  entertainment  giant  Para- 
mount Communications  Inc.  through  its 
Madison  Square  Garden  Corp.  unit.  And 
for  New  York's  long-suffering  basket- 
ball and  hockey  fans,  the  real  issue  is 
whether  a  large  corpo- 
ration can  focus  on 
championships  as  long 
as  it  has  other,  more 
profitable  priorities. 

The  perennial  pessi- 
mists who  haunt  the 
Garden  may  have  cause 
for  hope  this  year.  Par- 
amount has  invested 
more  than  two  years 
and  $200  million  to 
spruce  up  the  arena  and 
its  teams.  The  Knicks 
have  hired  Pat  Riley, 
who  led  the  Los  Ange- 
les Lakers  to  four  Na- 
tional Basketball  Assn. 
championships,  and 
traded  for  the  Phoenix 
Suns'  star  forward,  Xa- 
vier  McDaniel.  Not  to 
be  outdone,  the  Rang- 
ers on  Oct.  4  traded  for  Mark  Messier,  a 
star  center  who  helped  the  Edmonton 
Oilers  win  five  Cups.  "You've  got  to 
think  championship,  not  just  playoffs," 
says  Stanley  R.  Jaffe,  Paramount's  pres- 
ident. A  good  omen:  Messier  led  the 
Rangers  to  a  thrilling  2-1  overtime  win 
over  the  Boston  Bruins  in  New  York's 
home  opener. 

triple  play.  Whether  this  is  the  long- 
awaited  big  year  for  either  team  won't 
be  known  until  spring.  But  there's  no 
doubt  that  Paramount  is  finally  serious 
about  making  the  Garden  a  winning  ven- 
ture. Despite  its  high  visibility,  the  Gar- 
den has  been  a  breakeven  performer 
since  Paramount — under  old  name  Gulf 

Western  Corp. — bought  it  in  1977. 

The  mediocrity  is  baffling,  since  MSG 
its  a  triple  play  that's  rare  in  sports. 


Besides  the  Knicks  and  the  Rangers, 
MSG  owns  the  arena  where  they  play.  It 
also  runs  the  network  that  televises  the 
Knicks,  Rangers,  and  Yankees.  MSG  Net- 
work, the  nation's  largest  regional 
sports  cable  network,  with  4.6  million 
subscribers,  contributes  43%  of  the  Gar- 
den's estimated  $200  million  in  revenues. 
That's  more  than  twice  what  the  Knicks 
and  Rangers  contribute  (chart). 

Despite  skimpy  earnings,  overall  re- 
sults improved  under  MSG  Chief  Execu- 


Chairman  Martin  S.  Davis  knows  it: 
told  Wall  Street  analysts  that  MSG 
the  potential  to  contribute  from  15% 
20%  of  the  parent  company's  annual 
tertainment  profits — or  $30  million 
$40  million. 

To  do  so,  MSG  is  wooing  well-hee 
corporate  customers.  Eighty-eight  r 
skyboxes,  fetching  up  to  $180,000  e 
will  boost  revenues  from  luxury  sea 
by  650%.  The  Garden  has  also  assu 
all  in-house  catering  operations.  But 
crown  jewel   is   the   5,600-seat  P; 
mount — a  new  name  for  the  old 
Forum.  Combined  with  the  20,000-; 
Garden,  MSG  Corp.  will  be  able  to  sti 
500  events  a  year  and  lay  claim  to  be 
New  York's  premier  entertainment 
porium.  "Radio  City  Music  Hall  is  in 
a  rude  awakening,"  predicts  John  Sc 
a  New  York  concert  promoter. 
red  tape?  Now,  it's  time  to  field  a  ch 
pion — and  silence  skeptics  who  bla| 
the  guys  in  pinstripes  for  the  Kni 


MSG'S  EMPIRE:  SPORTS 
AIN'T  THE  HALF  OF  IT 

REVENUE  CENTER 
O  COMMUNICATIONS  (CABLE  TV,  RADIO) 
O  ENTERTAINMENT  (LIVE  SHOWS  ANO  EVENTS) 
O  SPORTS  (NEW  YORK  KNICKS  AND  RANGERS) 
O  ARENA  RENTAL  FEES, 
CONCESSIONS,  ETC. 

ESTIMATED  TOTAL  REVENUE 

$200  MILLION 
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DATA:  MADISON  SQUARE  GARDEN  CORP  BW  ESTIMATE 


WELL-HEELED  FANS  CAN  CATCH  THE  ACTION  FROM  88  NEW  SKYBOXES 


tive  Richard  H.  Evans,  who  was  lured 
from  Radio  City  Music  Hall  in  1987  to 
oversee  the  Garden's  renovation  and 
make  it  profitable.  "The  operation  has 
become  much  more  efficient,"  says  Allen 
Bloom,  executive  vice-president  of  Ring- 
ling  Bros.-Barnum  &  Bailey  Combined 
Shows  Inc.,  whose  circus  is  an  annual 
visitor.  Jaffe  added  MSG  to  his  portfolio 
after  Evans  left  in  August. 

Unlike  Evans,  Paramount's  president 
is  a  native  New  Yorker  and  an  ardent 
sports  fan.  He's  also  a  successful  film 
producer  whose  credits  include  Fatal 
Attraction  and  The  Accused.  Davis  is 
relying  on  him  to  complete  the  turn- 
around— and  earn  a  big  return  on  that 
$200  million.  The  Garden  will  probably 
net  less  than  $1  million  this  year.  That's 
a  pretty  thin  margin,  and  Paramount 


and  Rangers'  woes.  "You  can't  name  t 
many  teams  that  have  been  real  succe:  I 
ful  that  have  been  owned  by  major  o  I 
porations,"  says  an  executive  of  a  rh 
arena  and  team.  "I  think  sports  teai 
need  entrepreneurial  spirit." 

Knicks  and  Rangers  brass  deny  Pai 
mount  seeks  profits  before  victory.  "F 
never  been  shackled  by  red  tape 
charts  that  say  we  want  to  get  revenu 
up,"  says  Neil  Smith,  the  Rangers'  g> 
eral  manager.  And  Knicks  Preside 
Dave  Checketts  insists  Paramount  did) 
get  in  his  way  when  he  signed  Riley 

Knicks  and  Rangers  fans  tend  to  be 
cynical  lot.  But  even  jaded  Garden  reg 
lars  are  starting  to  think  that  may! 
just  maybe,  a  championship  fits  into  Pi 
amount's  big  picture. 

By  Bruce  Hager  in  New  Yo 
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Even 
though  our 
reputation 


US 


1983  "From  the  road  to  the  roof  it's  laced  with  intriguing  tidbits  and  thoughtful  touches 
1984  "The  new  front-drive  Camry  4-door  sedan  offers  comfort,  quality,  and  interior 
1985  "Most  trouble-free  new  car  in  America!'  *  J.D.  Power  and  Associates 
1986  "Best  Buy."  Consumers  Digest 
1987  "If  the  world's  auto  manufacturers  were  only  allowed  to  build  one  car  to  $ 
1988  "The  Camry  is  everything  a  family  car  should  be."  Car  and  Driver 
1989  "Family  Car  of  the  Year."  Family  Circle  Magazine 
1990  "Most  trouble-free  compact  car  in  America  three  years  in  a  row' 
1991  "Ranked  in  J.D.  Power  and  Associates  Top  Ten  models  in  Initial  Q 

1992  Toyota  Camry 


0 


wver 

|  rous  portions."  Motor  Trend 

I  ds  of  all  car  buyers  everywhere,  the  Camry  would  be  the  logical  choice."  Motor  Trend 

{  2nd  Associates 

i  Power  and  Associates 
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BYING  I 


EVERYONE  HAS  TAKEN  LUMPS 
N  THIS  LOBBYING  WAR' 


he  Baby  Bells  and  their  rivals  nuke  it  out  on  the  Hill 


l^^^hen  the  Senate  was  mulling 
m&M  over  a  lull  earlier  this 

0  that  would  allow  the  Baby 
'  ?lls  to  make  communications  gear,  one 
oup  of  the  companies'  potential  rivals 
inched  an  all-out  drive  to  stop  the 
aasure.  At  one  strategy  session,  Wil- 
,m  M.  Rodgers,  president  of  Teleco 
c.  in  Greenville,  S.  C,  volunteered  to 
.y  a  visit  to  his  senator,  Democrat  Er- 
ist  F.  Hollings.  A  grass-roots  appeal 
om  a  communications-equipment  dis- 
ibutor,  headed  by  a  constituent, 
emed  shrewd. 

Unfortunately  for  Rodgers,  Hol- 
lgs — the  bill's  author — was  worried 
at  if  the  Baby  Bells  stayed  on  the 
ielines,  the  U.  S.  would  lose  its  edge  in 
ie  global  telecommunications-equip- 
ent  market.  And  when  Rodgers  admit- 
d  during  the  tete-a-tete  that  Teleco  dis- 
putes mostly  Toshiba  products,  the 
eeting  went  downhill  fast.  It  was, 
oans  an  anti-Bell  lobbyist,  "a  disaster." 
So  it  goes  in  the  latest  round  of  the 
gh-stakes  Baby  Bells  lobbying  war. 
oth  sides  in  the  battle  over  unleashing 
ie  Bell  regional  holding  companies  are 
sing  every  tactic  they  can  think  of,  of- 
■n  to  little  avail.  Not  only  are  lobbyists 
uling  to  change  minds  on  Capitol  Hill 
at  their  use  of  what  lawmakers  consid- 
•  heavy-handed  tactics  is  creating  a 
icklash  against  Gucci  Gulch's  denizens. 


Says  Gene  Kimmelman,  the  Consumer 
Federation  of  America's  legislative  direc- 
tor: "Everyone  has  taken  lumps  in  this 
lobbying  war.  Who  wins  may  depend  on 
who  comes  out  with  the  least  damage." 

Worse,  the  free-for-all  is  turning  into 
one  of  the  most  expensive  lobbying  cam- 
paigns in  some  time.  The  Baby  Bells 
alone  have  a  $21  million  war  chest. 
That's  more  than  twice  what  the  auto 
industry  is  spending  to  fight  tougher 
fuel-economy  rules.  "You've  got  a  huge 
amount  of  influence-buying,"  says  a  law- 
yer for  the  small  telecommunications 
concerns  that  oppose  the  Bells.  He  and 
his  opponents  are  spending  less  than  the 
Bells,  but  the  figure  is  in  the  millions. 

It's  easy  to  see  why  the  lobbying  is  so 
intense.  The  Baby  Bells 
think  the  current  Con- 
gress offers  them  their 
best  shot  yet  at  winning- 
freedom  from  the  shack- 
les of  the  1984  antitrust 
consent  decree  that  broke 
up  American  Telephone 
&  Telegraph  Co.  The 
manufacturing  bill  sailed 
through  the  Senate  on 
June  5  by  a  71-24  vote. 
On  Oct.  7,"  the  U.  S.  Court 
of  Appeals  in  Washing- 
ton gave  the  seven  Bell 
regional  holding  compa- 
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WHERE  THE  BABY 
BELLS  WANT  IN 

(j*.  Electronic 
K4~s  information 
services 

Cable 
4-S  television 

(y*>  Equipment 
ikJ  manufacturing 

$J  distance 


nies  the  0.  K.  to  enter  information-ser- 
vices businesses  right  away.  Both  fields 
had  been  off-limits  under  the  consent 
decree,  as  was  long  distance.  Now,  all 
the  Bells  need  is  to  win  passage  of  the 
Senate  bill  in  the  House  and  to  hold  off 
opponents  who  want  a  law  curbing  their 
entry  into  information  services. 

The  fight  in  the  House  will  be  far 
tougher,  however.  The  Bells'  single- 
minded  focus  on  manufacturing  made 
Senate  passage  relatively  smooth.  But 
the  ruling  on  information  services  will 
energize  the  phone  companies'  enemies 
for  the  House  battle. 
instant  replay?  The  Bells  contend  that 
U.  S.  competitiveness  hangs  in  the  bal- 
ance in  the  debate  over  their  move  into 
the  $50  billion  equipment  market.  And 
they  argue  that  information  services 
such  as  electronic  publishing  and  home 
shopping  will  never  get  off  the  ground 
unless  companies  with  their  reach  and 
deep  pockets  get  into  the  business. 

But  the  Bells'  opponents  fear  that  if 
phone  companies  are  allowed  to  offer 
such  new  services  as  electronic  classified 
ads,  slumping  newspaper  and  television 
ad  revenues  will  be  hit  hard.  Rival  media 
charge  that  letting  such 
heavyweights  into  the  in- 
formation business  would 
recreate  the  kind  of  anti- 
competitive abuses  that 
led  to  the  breakup  of 
AT&T  in  the  first  place.  In 
an  Oct.  7  speech,  Cath- 
leen  Black,  chief  execu- 
tive of  the  American 
Newspaper  Publishers 
Assn.,  noted  that  several 
Baby  Bells  have  been 
fined  for  exploiting  their 
monopoly  on  local  phone 
lines.  "If  the  regional 
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Christopher's  Flower  &  Gift  Shop 
Florist 

Chatham,  New  Jersey 


Radio  Station 
?rsey 


Riding  Academy 
New  York 


Antique  Toys/Collectibles/Animation  Art 
New  York,  New  York 


Restoration 


Greenwich,  Conm 


sumer  Good; 


Leste;  Lauren  Sara  Shelly  Balloon's  I 

Landscape  iV  u    i  Fashion  Designer  Event  Coordinat 

Grayslake,  Illinois  New  York,  New  York  Los  Angeles,  Cal 


'romotions 
specialist 


G.  Schoepfer  Inc. 

Sales  of  Glass  &  Plastic  Eyes 

New  York,  New  York 


Textile  Innovations,  Ltd. 
Textile  Converter 
New  York,  New  York 


Vision  World 
Retail  Optical  Store 
Jamaica,  New  York 


Blue  Willow  Farm 
Horse  Boarding/Training 
Patterson,  New  York 


Hub  Cap  Annie 
New  &  Used  Hub  Cap  Sal 
Seattle, 


Artistic  Sign 
Sign  &  Banner 
Chicago,  Illinois 


Peace  Museum 
Art 

Chicago,  Illinois 
Rent-A-Wreck 


Flowe' 

Retai 

Chica, 


From  the  Washington  Shoe 
Company  in  Seattle,  Washington,  to 
Warwick  Catering  of  Philadelphia, 
Pennsylvania.  AW  wants  you  back.  If 
your  business  left  AT&X  but  didn't  save 
what  you  had  hoped.  If  you  miss  AT&T's 
fast  connections  for  calls  and  faxes.  If 
y<  )ii  prefer  AT&T  operator  assistance  for 
international  calls.  If  you  simply  think 
AT&T's  quality  is  better.  Now  you  can 
afford  to  come  back. 

AT&T  PRO"  WATS.  A  discount 
plan  that  gives  you  AT&T  quality  at 
very  competitive  prices— 4%  to  19% 
off  our  regular  rates*  These  discounts 
apply  to  all  domestic,  international 
and  AT&T  Calling  Card  calls  that  are 
direct-dialed.  With  our  competitive 
prices,  now  you  can  choose  long 
distance  service  purely  on  the  basis  of 
who's  best.  And  for  most  businesses, 
that's  no  contest. 

There's  more.  Switch  now,  and 
we'll  even  give  you  one  month  of  long 
distance  service  free** One  call  is  all  it 
takes  to  switch— there's  no  downtime, 
no  hassles,  no  new  lines  or 
equipment. 

For  every  business  in  America 
that  doesn't  want  to  settle  for  second 
best.  We  want  you  back. 

Call  1  800  222-0400  today 


Neon  Design 

Neon  Lighting  &  Signs 

Chicago,  Illinois 


Marie  Bervas 
Clothing  Manufacturer 
Los  Angeles,  California 

Encore  Travel,  Inc. 
Travel  Agency 
Brooklyn,  New  York 


Pottery  Manufacturing 
Pottery  Manufacturer 
Gardena,  California 
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General  Motors 
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Mobil 
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Ford  Motor 
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IBM 
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Texaco 
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E  1  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 
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Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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Coalition  for  Literacy 
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Bell  companies  have  already  abused 
their  position  before  they  get  into  infor- 
mation services,"  she  said,  "just  imagine 
what  they'll  do  if  they  are  allowed  to 
provide  these  services." 

Although  both  sides  have  assembled 
high-priced  talent  to  devise  their  strate- 
gies, the  execution  has  been  remarkably 
sloppy.  Consider  the  experience  of  Rep- 
resentative Michael  G.  Oxley  (R-Ohio). 
The  five-term  congressman  is  skeptical 
of  cable-TV  industry  concerns  about 
phone  company  domination  and  of  news- 
paper publishers'  worries  about  competi- 
tion for  advertising.  Nonetheless,  Oxley 
agreed  to  meet  in  his  Lima  office  with 
Allan  Block,  president  of  the  cable  unit 
of  Blade  Communications  Inc.,  which 
also  owns  the  Toledo  paper,  The  Blade. 
'damnable  lie/  Like  many  of  his  coun- 
terparts, Block  made  no  headway  with 
Oxley.  As  a  last  stab,  Block  allegedly 
hinted  to  an  Oxley  aide  that  the  Blade 
might  not  look  kindly  on  the  congress- 
man's views  in  the  future,  an  Oxley 
staffer  contends.  Within  days,  the  paper 
ran  a  story  blasting 
Oxley  for  free  trips 
that  he  had  accepted 
from  special  interest 
groups.  "This  is  the 
way  some  publishers 
try  and  inflict  political 
punishment,"  Oxley 
fumes.  Block  denies 
any  link  between  his 
meeting  and  the  story, 
calling  the  suggestion 
"a  damnable  lie." 

Up  against  those  standards,  the  Bells 
ought  to  be  able  to  win  this  fight  with- 
out firing  a  shot.  But  they're  shooting 
themselves  in  the  foot  just  as  often.  The 
phone  companies,  says  a  House  aide, 
"are  not  known  for  their  sensitivity  in 
their  lobbying  efforts." 

As  part  of  the  Bells'  advertising  blitz, 
for  example,  one  phone  industry  trade 
group,  the  U.  S.  Telephone  Assn.,  last 
spring  ran  local  radio  ads  suggesting 
that  lawmakers  who  opposed  phone  com- 
pany entry  into  cable  TV  might  favor 
higher  cable-TV  rates.  "Members  were 
hot,"  recalls  the  House  staffer. 

To  show  that  there's  broad  public  sup- 
port for  the  manufacturing  bill,  the  Bells 
are  trotting  out  seemingly  disinterested 
groups — Citizens  for  a  Sound  Economy, 
for  instance.  But  the  vocal  conservative 
organization  gets  some  funding  from 
the  Bells.  Then  there  are  the  groups  rep- 
resenting the  disabled,  who  are  well-po- 
sitioned to  win  public  sympathy  for  the 
telecommunications  giants.  The  phone 
companies  say  that  given  freedom,  they 
could  offer  a  vast  array  of  new  equip- 
ment and  services  to  benefit  the  handi- 
capped. To  get  disabled  groups  on  board, 


Newspaper  and  TV 

executives  have 
launched  an  all-out 
drive  to  rein  in 
the  Bells 


the  Bells  have  made  generous  contra 
tions  and  sent  representatives  to  til 
conventions.  At  one  gathering  in  Dall 
the  companies  set  up  a  booth  witw 
computer  that  allowed  attendees  to  tm 
in  their  names  and  addresses,  then  ail 
matically  cranked  out  "personalized"  |sfa 
ters  to  their  legislators. 

But  lawmakers  doubt  this  slugl 
among  corporate  titans  has  the  slight 
grass-roots  interest.  Nor  do  they  beli 
the  Bells  are  motivated  by  a  desire 
help  the  disabled.  Although  the  coi 
have  approved  numerous  waivers  fi 
the  consent  decree,  Nynex  Chairn 
William  C.  Ferguson  was  forced  to 
mit  in  a  letter  to  Congress  in  Aug 
that  the  Bells  hadn't  requested  a  sin 
one  to  provide  services  for  the  ha 
capped.  "I  hate  to  see  unsuspecting  j 
pie  manipulated  by  powerful  corpo 
interests,"  says  House  telecommun 
tions  and  finance  subcommittee  memi 
Jim  Cooper  (D-Tenn.). 

Groups  representing  the  handicap^ 
are  upset,  too.  Deborah  Kaplan,  direcM 
of  the  technology  jii- 
cy  unit  at  the  Weld 
Institute  for  Disabigr 
in  Oakland,  Cal'. 
says  members  of  <{B> 
abled  groups  may  pt 
understand  the  c# 
plexity  of  the  issk 
they  are  asked  ■ 
back.  "They  ended  y 
feeling  like  they  w?e 
being  used,"  she  sas. 
A  similar  backl;.h 
is  growing  against  the  big  bucks  tit 
the  Bells  are  spending.  While  thy 
pledge  to  avoid  abusing  their  monopBi 
status  if  they're  unleashed,  some  \#- 
makers  believe  these  lobbying  effete 
show  the  Bells  still  aren't  following  ie 
rules.  Under  regulations  set  by  stfep 
utility  commissions  and  the  Fede#l 
Communications  Commission,  lobbytg 
costs  generally  must  be  borne  by  coma- 
ny  shareholders,  not  customers.  But  1st 
year,  Southwestern  Bell  Corp.  admitid 
that  between  1985  and  1989,  it  had  efilfe- 
tively  charged  long-distance  compares 
for  $19  million  in  lobbying  expenfs. 
Other  Bells  have  since  admitted  simir 
actions,  and  more  revelations  may  beai 
the  offing,  FCC  officials  say. 

At  the  rate  the  two  sides  are  goie, 
the  winner  of  this  battle  will  be  sc 
group  that  hurts  itself  the  least.  rie 
Bells  seem  to  have  the  edge.  They  h;fe 
the  court's  information-services  decism 
in  hand  plus  the  momentum  of  the  Sill- 
ate  vote.  Their  opponents  haven't  shohi 
any  ability  to  stop  the  Bell  drive.  So  ie 
Bells  may  finally  get  the  freedom  tly 
have  sought  for  nearly  a  decade. 

By  Mark  Lewyn  in  Washing^ 
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FREE  REPORTS  FROM  34 
OF  THE  FASTEST-GROWING 
COMPANIES  IN  AMERICA 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  of  the  giants  of  corporate  America  to  emerging  growth  companies  with 
sales  of  at  least  $3  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends, 
size  and  stock  price — none  under  $2.00  per  share. 

Only  15%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this  free  offer 
of  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


1. 


3. 


7. 


10. 


11 


12. 


13. 


14. 


15. 


16. 


17. 


Allou  Health  &  Beauty  Care,  Inc. 

distributor  of  health  and  beauty  aids 

Altera  Corporation 

CMOS  programmable  logic  semiconductors 

Artistic  Greetings  Incorporated 

direct  mail  marketing 

Ashland  Coal,  Inc. 

mining  &  marketing  of  low  sulfur  coal 

BEI  Electronics,  Inc.  (Nasdaq  beii) 

motion  control,  sensors,  defense  systems 

Birtcher  Medical  Systems,  Inc. 

electrosurgery  &  less  invasive  products 

Cabot  Medical  Corporation 

mfg.  &  sale  —  less  invasive  surgical  dev. 

California  Microwave,  Inc. 

satellite /microwave  wireless  communications 

CBL  Medical,  Inc. 

evaluates,  treats  and  tests  injured  workers 

Entertainment  Publishing  Corp. 

publisher — discount  coupon  books 

Foundation  Health  Corporation 

managed  health  care 

Geodynamics  Corporation 

systems  engineering /applications  software 

The  Harper  Group,  Inc. 

int'l.  logistics /information  management 

Healthdyne,  Inc. 

home  health  care  services  and  products 

Information  Resources,  Inc. 

software  &  information  services 

Int'l  Airline  Support  Group,  Inc. 

commercial  aircraft  parts  and  leasing 

JWP  INC. 

technical  services 


LXE,  Inc. 

radio-linked  data  communications  systems 

The  MacNeal-Schwendler  Corporation 

computer-aided-engineering  software 

20.  MagneTek,  Inc. 

Energy  Engineered1"  electrical  equipment 

Mail  Boxes  Etc. 

postal,  business  &  communication  services 

Marsh  Supermarkets,  Inc. 

midwestern  food  retailer  &  wholesaler 

Methode  Electronics,  Inc. 

electronic  interconnection  components 

Mid-American  Waste  Systems,  Inc. 

non-hazardous  solid  waste 

25  Oppenheimer  Capital,  L.P. 

investment  management 

PacifiCare  Health  Systems,  Inc. 

managed  health  care 

Penn  Treaty  American  Corp. 

home  health  &  long-term  care  insurance 

Qual-Med,  Inc. 

managed  health  care 

Research  Industries  Corporation 

specialty  devices  for  open-heart  surgery 

Ross  Systems,  Inc. 

integrated  application  software 

Serv-Tech,  Inc. 

maintenance  for  hydrocarbon  processing  ind. 

Telebit  Corporation 

high-speed  dial-up  internetworking 

Tyco  Toys,  Inc. 

manufacturing  and  marketing  of  toys 

Vishay  Intertechnology,  Inc. 

a  leader  in  resistors  and  stress  analysis 


19. 


21 


22 


23 


24 


26 


27. 


28 


29 
30 


31 


32 
33 


34. 


Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  12/6/91. 


1        2        3        4        5        6        7  8 
18       19       20      21       22       23       24  25 
My  primary  interest  in  these  companies  is  as  a  (circle  one): 
A.  Private  Investor              B.  Stockbroker 
E.  Portfolio  Manager           F.  Investment  Club  Member 
Name   


9 

2U 


10 

27 


I 


12 

29 


13 

3d 


14 

31 


15 

32 


16 

33 


17 

34 


C.  Securities  Sales  Manager 
G.  Certified  Financial  Planner 
Title   


D.  Security  Analyst 
H.  Other   


Company 
City   


Street 
State 


Zip 


Return  Coupon  to:  NATIONAL  CORPORATE  SERVICES,  INC.  •  7995  E.  HAMPDEN  AVE.,  SUITE  205  •  DENVER,  CO  80231 


©  1991  National  Corporate  Services,  Inc.  National  Corporate  Services™  is  the  originator  and  sponsor  of  the  Fastest-Growing  Companies  in  Amer 
or  sponsored  by.  Business  Week  or  Standard  &  Poors  Compustat  Services,  Inc. 
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Commentary/by  Aaron  Bernstein 


WHO'S  REALLY  TAKING  THE  BRUNT  OF  THE  RECESSION? 


For  most  of  the  past  50  years, 
Americans  have  seen  a  white-col- 
lar job  as  a  buffer  against  the 
vicissitudes  of  the  labor  market.  Fac- 
tory workers  might  get  laid  off  every 
time  orders  slumped,  but  managers 
and  professionals  knew  that  their  skills 
were  too  valuable  for  such  treatment. 
This  belief  has  been  badly  shaken  by 
the  current  recession,  which  most  ob- 
servers have  perceived  as  having  a  dis- 
tinctly white-collar  cast. 

The  irony,  however,  is  that  although 
office  employees  continue  to  be  ner- 
vous about  layoffs,  there  is  scant  hard 
evidence  that  the  conventional  wisdom 
is  true.  "There  were  lots  of  well-publi- 
cized cuts  of  middle  managers,"  says 
Tom  Nardone,  an  economist  at  the  Bu- 
reau of  Labor  Statistics  (BLS).  "But 
when  you  look  at  the  figures,  this  re- 
cession hasn't  hit  white-collar  workers 
harder  than  blue-collar  ones."  What's 
more,  surveys  by  compensation  consul- 
tants show  that  the  hiring  outlook  for 
office  workers  during  the  next  couple 
of  months  is  better  than  it  is  for  fac- 
tory workers. 

In  fact,  it  seems  clear  that,  as  usu- 
al, blue-collar  workers  have  borne 
the  brunt  of  the  downturn.  Take  em- 
ployment. There  are  1.2  million  fewer 
blue-collar  jobs  today   than  there 
were  when  the  recession  started 
in  July,  1990— a  3.8%  decline.  The 
number  of  desk  jobs  has  fallen  by 
600,000   in   the   same   period — a 
mere  0.87'.  Narrow  the  focus  to 
managers  and  professionals — ex- 
cluding the  technical  and  sales 
people  whom  the  BLS  lumps  into 
its  white-collar  category — and  you 
actually  find  400,000  more  such 
jobs  today  (chart). 

A  similar  trend  holds  true  for 
unemployment.  The  jobless  rate 
for  production  work 
ers  hit  9%  in  Septem- 
ber, up  from  7.1%  at 
the    start   of  the 
downturn.  White- 
collar  unemploy- 
ment, which  his 
torically  tends  to 
be  lower,  started 
at    3.2%  and 
reached  4, 
last  month. 
"White-collar  m 


unemployment  never  went  over  4.2% 
during  the  recession,  while  the  blue- 
collar  rate  never  went  below  7%,"  says 
Erica  L.  Groshen,  an  economist  at  the 
Federal  Reserve  Bank  of  Cleveland. 
She  recently  co-authored  an  article  en- 
titled "Is  This  Really  a  'White-Collar 
Recession'?  "  which  concluded  that  it 
isn't. 

So  why  does  nearly  everyone  still 
think  that  it  is?  Groshen  points  out 
that  the  downturn  began  in  the  North- 
east and  hit  hard  in  financial  services. 
That  left  a  strong  early  impression.  In 
addition,  while  layoffs  are  front-page 
news,  hiring  usually  isn't.  But  many 
employers  hired  more  college  grads 
this  year  than  in  1989,  according  to 
Hanigan  Consulting  Group,  a  New 
York-based  college-recruiting  firm. 
Some  examples:  Schlumberger,  Bech- 
tel,  Intel,  and  Dow  Chemical. 

Sometimes,  the  hirers  are  the  same 
companies  making  headlines  with  lay- 
offs. Take  American  Telephone  &  Tele- 
graph Co.  It  has  been  closing  plants 
and  laying  off  workers  for  years.  But 
so  far  in  1991,  AT&T  has  hired 
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2,000  white-collar  workers  and  laid 
817,  including  some  who  took  early 
tirement.  It  has  hired  6,000  nonmt 
agers  but  laid  off  or  retired  6,000,  tc 
It  isn't  even  clear  that  this  slur 
has  hurt  more  office  workers  than  t 
last  one  did,  in  1981-82.  True,  more 
fice  jobs  were  created  then.  White-c 
lar  employment  grew  by  739,000  jot 
or  1.4%,  in  the  13  months  following  t 
start  of  the  last  recession  in  July,  195 
But  the  white-collar  jobless  rate  hit 
higher  peak  then,  5.6%,  vs.  this  dow 
turn's  4.2%.  The  main  difference:  Bl 
collar  unemployment  didn't  go  near 
as  high  this  time  around. 
JOBS  aplenty.  Now,  hiring  prospec 
are  turning  up  for  office  worker 
Some  19%  of  large  companies  plan 
increase  their  white-collar  ranks  by  tl 
end  of  1991,  while  8%  plan  to  redu 
them,  according  to  a  survey  by  the  B 
reau  of  National  Affairs  (BNA),  a  pi 
vate  company  based  in  Washingto 
D.  C.  By  contrast,  only  13%'  intend 
expand  their  production  and  servk 
staffs,  and  14%  say  they  will  cut  ther 
"The  employment  situation  has  alwaj 
been  better  for  [white-collar]  emplo 
ees,  and  it  still  is,"  says  Mike  Reid 
BNA's  director  of  surveys. 

The  story  is  similar  when  it  comes  1 
pay.  White-collar  wage  hikes  have  a 
eraged  more  than  4%  a  year  since  198 
according  to  the  BLS.  Blue-collar  wage 
have  never  made  it  to  that  level.  Ne? 
year,  desk-sitters  at  large  companie 
which  tend  to  pay  better  than  ave 
age,  are  likely  to  get  raises  of  5.1? 
according  to  a  Hewitt  Associates  su 
vey  of  1,700  large  employers.  Thes 
companies  plan  to  give  hourly  worl 
ers  4.7%  raises.  That's  a  typical  diffe. 
ential  between  the  two  groups. 
It's  still  possible  that  the  whit< 
collar  crowd  will  fare  worse  tha 
factory  workers.  Service  comp; 

nies  such  as  bank 
and  insurers  contii 
ue  to  lay  off  worl 
ers.  But  until  sue 
cuts  exceed  hii 
ings  elsewhere, 
will  be  difficul 
to   argue  thai 
this  downturn 
color  has  bee 
lighter  tha 
usual. 
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iocial  Issues 


WELFARE  PROGRAMS  I 


THE  ABCs  OF  COAXING 

TEEN  MOTHERS  BACK  TO  SCHOOL 


Ohio's  program  for  dropouts  on  welfare  seems  to  be  working 


After  Sabrina  Osborne  gave  birth 
to  twins  in  1989,  high  school  just 
didn't  seem  very  important.  So 
Osborne,  then  18,  dropped  out  of  school 
and  went  on  welfare.  A  year  later,  case- 
workers in  Elyria,  Ohio,  urged  her  to  get 
her  diploma.  Although  she  wanted  to  go 
back,  Osborne  thought  she  would  feel 
out  of  place  with  younger  classmates. 
But  when  caseworkers  found  her  an 
apartment,  registered  her  for  class,  and 
paid  for  her  transportation,  she  swal- 
lowed her  pride  and  returned.  "I 
wouldn't  have  gone  back  [without  the 
program],"  says  Osborne,  who  graduat- 
ed in  Mav  and  recently  had  her  third 
child. 

Osborne's  success  story  is  the  result 
of  an  innovative  Ohio  program  aimed  at 
helping  one  of  the  hardest-to-reach 
groups  on  welfare:  teenage  mothers  who 
are  dropouts.  The  two-year-old  initiative, 
called  Learning,  Earning  &  Parenting 
(LEAP),  docks  teen  mothers  $62,  or  20% 
of  their  monthly  welfare  check,  if  they 
don't  attend  school  regularly.  However, 
it  also  pays  a  $62  bonus  to  those  who 
miss  fewer  than  four  days  a  month.  Al- 
though detailed  results  aren't  yet  in, 
leap's  initial  experience  suggests  that  it 
could  be  working — a  crucial  step  in  im- 
proving work  skills  and  reducing  time  on 
welfare.  "This  is  a  unique  program  that 
seems  to  be  having  an  effect  on  atten- 
dance rates,"  says  David  A.  Long,  who 
just  completed  an  initial  study  of  LEAP 
for  Manpower  Demonstration  Research 
Corp.  (MDRC),  which  analyzes  welfare 
programs. 

tough  nut.  The  Ohio  experiment  may 
serve  as  a  model  for  other  states.  Stud- 
ies show  that  teenage  parents  are  the 
group  most  likely  to  wind  up  as  hard- 
core welfare  recipients:  Fully  one-third 
stay  on  the  dole  for  a  decade  once  they 
join.  Overall,  they  run  up  more  than  $21 
billion  a  year  in  welfare,  food  stamps, 
and  medicaid  expenses,  according  to  a 
study  by  the  Center  for  Population  Op- 
tions, a  nonprofit  group  in  Washington. 

LEAP  is  under  close  scrutiny  in  part 
because  of  the  problems  that  have 
plagued  other  such  efforts.  The  most 
controversial  attempt  was  in  Wisconsin, 
where  Governor  Tommy  G.  Thompson  in 


1988  launched  a  program  called  Learn- 
fare  that  cuts  monthly  welfare  checks 
by  up  to  $190  for  teens  who  don't  go  to 
school.  This  punitive  approach  has 
prompted  a  spate  of  lawsuits  from  teens 
and  their  parents,  and  a  judge  temporar- 
ily suspended  Learnfare  last  year  until 
its  procedures  were  improved. 

In  contrast  to  Learnfare,  leap  is  go- 
ing smoothly.  Although  its  sanction  pro- 
vision could  be  seen  as  punitive,  too,  the 
program's  directors  think  that  LEAP  may 


be  more  acceptable  because  it  also 
rewards  students  for  attending  school 
regularly. 

More  important,  say  welfare  experts, 
is  the  support  LEAP  provides.  Casework- 
ers counsel  teen  mothers  on  how  to  deal 
with  the  problems  of  attending  school 
and  raising  a  child.  The  program  also 
provides  child-care  facilities  as  well  as 
transportation  assistance.  Critics  say 
that  kind  of  help  is  leap's  crucial  advan- 
tage over  Learnfare.  "Sixty-two  dollars 
once  a  month  isn't  enough  to  motivate 
anyone  one  way  or  another,"  says  Joel 
Rabb,  the  head  of  welfare  reform  at  the 
Ohio  Human  Services  Dept. 


Teen  mothers  agree.  Tiandre  Bute 
who  just  turned  18,  enrolled  in  LEAP  si 
year  after  her  son,  Christopher,  *js 
born.  She  wakes  up  at  4:30  a.m.  so  ae 
and  Christopher  can  get  to  Clevelar's 
West  Technical  High  School  on  tie 
leap  pays  for  the  two  city  buses  t;\ 
have  to  take — they  can't  ride  the  scha 
bus  because  its  insurance  doesn't  coj 
babies.  The  program  also  set  up  a  cht 
care  center  at  school  where  Bu: 
leaves  her  son.  And  the  LEAP  counso 
gives  her  advice  is 
how    to    deal  w;l 
transportation  M 
other  problems.  It 
helps  you  figure  ouif 
you  want  to  go  or  cit 
school,"  says  Butle 

UNHELPFUL.  Still,  SOU 

experts  wonder  if 
Ohio's  entire  bons- 
and-sanction  systna 
isn't  largely  irm- 
vant.  About  25%  | 
the  10,000  teens  n 
LEAP  have  had  trir 
grants  cut.  A  simc 
number  are  collect  g 
the  bonus.  Ohio  wc't 
know  why  teen  mens 
ers  fall  into  e<5i 
group  until  the  MLC 
completes  its  anahis 
in  1993.  But  early  hjfe 
cations  are  that  mtt 
of  the  mothers  beg 
penalized  haven't  gae 
back  to  school  at  al- 
and that  they  never  will. 

If  so,  both  sanctions  and  rewards  n 
be  unhelpful,  says  Mark  Greenberg 
lav/yer  at  Washington's  Center  for  Li 
&  Social  Policy.  Instead,  "we  need 
find  out  why  people  don't  return  to  thii 
schools  and  develop  alternatives  t 
better  fit  their  needs,"  he  says. 

LEAP  is  a  novel  way  to  coax  teenage 
back  to  school.  Of  course,  it's  still  a  lg 
jump  from  there  to  a  secure  job.  Buljf 
leap  can  help  some  teen  mothers  o 
start  down  that  road,  other  states  ny 
want  to  follow  Ohio's  lead. 

By  Aaron  Bernstein  in  New  York,  uft 
Lynn  Haessly  in  Elyria,  Ohio 
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Asea  Brown  Boveri 

Aktiengesellschaft  Mannheim 


has  sold  its  50%  interest  in 


Brown  Boveri -York 

Kalte-und  Klimatechnik  (anhl  I 


York  International  GmbH 

a  wholly  owned  subsidiary  of  York  International  Corporation 


The  undersigned  assisted  in  the  negotiations  and 
acted  as  financial  advisor  to  Asea  Brown  Boveri 
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COMPUTERS 


CEO  PLANITZER:  PUSHING  NEW  CAD/CAM  SOFTWARE  WITH  PROMOTIONS  AND  FREE  TRIALS 


CAN  PRIME  PATCH  THE  HOLE 
WHERE  MINIS  USED  TO  BE? 


With  minicomputer  sales  plummeting,  its  LBO  is  in  trouble 


At  computer  companies  along  Mas- 
sachusetts" Route  128.  Russell  E. 
Planitzer  is  remembered  as  a  lo- 
cal boy  who  made  good.  In  1974.  barely 
30  years  old.  Planitzer  was  named  a  key 
marketing  vice-president  at  Prime  Com- 
puter Inc. — just  as  its  headiest  period  of 
growth  in  minicomputers  began.  In  1981. 
he  left  for  the  even  faster  lanes  of  ven- 
ture capital.  As  a  partner  in  J.  H.  Whit- 
ney &  Co..  he  helped  fund  Wellfleet 
Communications  Inc.  and  Sage  Software 
Inc..  among  others.  One  mark  of  his  suc- 
cess: a  posh  home  on  exclusive  Fishers 
Island,  off  Long  Island's  North  Fork. 

But  Planitzer  never  forgot  Prime.  In 
1989,  he  helped  J.  H.  Whitney  pull  off 
the  SI. 5  billion  leveraged  buyout  that 
rescued  the  beleaguered  minicomputer 
maker  from  an  unfriendly  bid  by  Ben- 
nett S.  Le  Bow.  At  the  time,  it  was  the 
largest  LBO  ever  in  computers,  and  one 
of  the  most  closely  watched — a  grand 
experiment  in  how  big-money  outsiders 
might  rescue  aging  technology  compa- 
nies from  their  usual  spiral  into  oblivion. 
Computer  executives  and  investors  alike 
watched  Planitzer's  play  closely.  If  it 
worked,  they,  too,  might  be  saved. 
Named  chairman  after  the  LBO,  Plan- 


itzer reckoned  that  by  slashing  costs  in 
Prime's  already  shrinking  minicomputer 
hardware  business,  he  could  boost  oper- 
ating cash  flow  enough  to  pay  down  its 
junk-bond  debt.  Then,  he  and  Whitney 
would  reap  their  profits  by  selling  stock 
in  the  remaining  CAD  CAM  division,  a 
S550  million  player  in  the  S4.5  billion 
computer-aided  mechanical  design  and 
manufacturing  market.  The  CAD/CAM 
market  grew  17%  last  year,  or  about 
three  times  the  rate  of  minicomputer 
sales. 

Two  years  later,  however.  Prime  is 
still  struggling  under  S1.3  billion  in  debt, 
watching  cash  flow  plummet,  and  trying 
to  mollify  a  large,  increasingly  restless 
investor — American  Ex- 
press Co.'s  Shearson 
Lehman  Brothers.  The 
main  problem:  Minicom- 
puter sales  have  fallen 
off  much  faster  than 
anyone  had  anticipated. 
Like  Digital  Equipment 
Corp.,  Data  General 
Corp..  and  other  mini- 
computer makers, 
Prime  has  been  hurt  by 
business'  rapid  switch 


THE  STRUGGLE 
AT  PRIME 


AMIWONSOFDOLURS 

DATA;  COMPAHY  UffOilTS 


from  minis  to  desktop  workstati 
Now.  it  looks  as  if  Planitzer  will  hi 
to  sell  pieces  of  Prime  prematurely,  ]| 
sibly  by  yearend — and  probably  for 
than  he  originally  expected — just  to  cj 
with  the  debt.  He  has  already  dan 
equity  stakes  in  front  of  Digital 
Hewlett-Packard  Co..  but  they've  si 
away  because  Prime's  CAD/CAM  s 
ware  runs  mainly  on  workstations  fi 
their  archrival.  Sun  Microsystems 
Now,  BUSINESS  WEEK  has  learned 
Planitzer  is  making  similar  overtures 
investment  bankers.  Industry  execs 
pect  a  private  sale  of  equity  or  an 
filing  by  yearend  for  part  of  Prin 
CAD/CAM  unit.  Planitzer's  only  comm* 
"Anytime  I  can  pay  off  debt  fast,  th 
goodness." 

big  write-off.  Still,  it  doesn't  look 
good  to  be  forced  into  the  equity  marl 
now.  In  the  second  quarter,  Prime  t^ 
a  S329.5  million  charge  to  write 
closed  factories  and  goodwill  in  its  ml 
computer  business,  leading  to  a  S350  i 
lion  loss  for  the  period.  So  Planit 
would  be  selling  before  he  could  w 
off  debt  and  show  the  earnings  nee< 
to  command  a  good  price  in  the  marl 
Until  recently,  things  seemed  to 
clicking.  Since  taking  the  helm.  Planit 
has  chopped  the  company's  work  fc 
40%  to  7,000:  pared  inventories  by  6 
and  cut  receivables  by  25f~<.  Reven 
last  year  rose  to  $1.6  billion,  and  opeil 
ing  cash  flow  reached  8237  million — ei 
ly  covering  S154  million  in  cash  inter 
expense. 

Then,  the  recession  hit,  drying 
Prime's  mini  business  and  sapping  re 
ed  service  revenues.  This  year,  n 
sales  are  in  a  free-fall — down  a  stagg 
ing  39^  from  1990  and  still  dropping 
the  company  has  to  concentrate  on  he 
ing  its  10,000  existing  installations,  : 
on  finding  new  ones.  Says  Cornelius 
McMullan.  Prime's  recently  appoin 
vice-president  for  mini  operations:  "1 
supposed  to  make  my  business  not  c 
tribute  to  losses." 

The  decline  of  the  minicomputer  bt 
ness  could  spark  a  bad  chain  reacti 
First,  it  will  probably  cause  compa 
revenues  to  contract  about  15%  for  I 

 j  year,  to  around  S1.3 

lion.  And  it  has  aires 
dragged  down  earnin 
In  the  first  six  mon' 
of  1991,  Prime's  ea 
ings  before  intere 
taxes,  and  amortizat 
fell  25^,  to  $112  milli 
Meanwhile,  the  comi- 
ny  faces  some  big  bB 
this  year:  $100  mill:! 
on  a  $355  million  tea 
loan  and  $97  million  # 
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The  Equitable  Life  Assurance 
Society  of  the  United  States 

has  placed 

$250,000,000  surplus  notes 
$750,000,000  secured  notes 

which  are  exchangeable  for  common  stock 
upon  the  demutualization  of  The  Equitable,  with 

AXA 


The  undersigned  acted  as  a  co-financial  advisor  to 
The  Equitable  in  this  transaction 


J  P  Morgan 


L 
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interest  expense.  Then,  there's  the  prin- 
cipal on  Prime's  $500  million  balloon 
note,  which  comes  due  in  1996.  "Things 
are  not  falling  into  place.  The  loss  of 
market  share  and  the  cash  squeeze  all 
seem  to  be  accelerating,"  says  James  A. 
Stone,  an  analyst  with  Ladenburg,  Thal- 
mann  &  Co. 

Now,  Prime's  biggest  financial  backer 
is  itching  to  pull  out.  Shearson  Lehman, 
which  originally  planned  to  be  only  a 
short-term  investor,  reluctantly  holds 
$500  million  in  Prime  debt  and  3095  of  its 
stock.  With  each  year  that  the  debt's 
principal  remains  unpaid,  Shearson  gains 
\%  of  Prime's  outstanding  stock,  further 
reducing  Planitzer's  and  Whitney's  hold- 
ings. The  situation  is  raising  pressure  on 
Planitzer  to  clean  up  Prime's  balance 
sheet  so  that  Shearson,  which  is  busy 
cleaning  up  its  own  balance  sheet,  can 
cash  out. 

fat  margins.  Planitzer  gained  some 
breathing  room  last  August  by  renegoti- 
ating Prime's  bank  debt  and  by  slicing 
$50  million  more  from  annual  operating 
expenses  with  a  new  round  of  firings 
and  plant  closings,  including  having  the 
company  vacate  its  former  Natick 
(Mass.)  headquarters.  The  cuts  followed 
$200  million  in  expense  reductions  last 
year.  Prime  has  also  promised  its  debt 
holders  that  it  will  increase  its  net  worth 
by  $147  million  by  next  September. 

Partly,  the  company's  fate  will  depend 
on  winning  strong  sales  for  its  impor- 
tant new  CAD/CAM  software,  called 
CADDS  5,  which  is  able  to  handle  design 
changes  more  flexibly  than  its  predeces- 
sors. It  carries  a  gross  profit  margin  of 
80%,  compared  with  just  45'/?  for  the  Sun 
workstations  Prime  now  resells. 

Planitzer  has  pulled  out  all  stops  to 
win  a  favorable  reception  for  CADDS  5, 
including  shipping  it  to  Prime's  50  top 
CAD/CAM  customers  for  free  testing.  In- 
deed, until  Dec.  31,  customers  who  buy  a 
Prime  workstation  will  get  the  new  soft- 
ware at  no  charge.  Prime  is  also  begin- 
ning to  sell  pieces  of  the  $5,500-and-up 
package  separately  from  Prime  hard- 
ware, and  it's  planning  to  market  a  ver- 
sion for  DEC  workstations  next  year. 

Still,  the  new  package  is  anything  but 
a  sure  bet  to  beef  up  Prime's  balance 
sheet  by  next  fall.  Key  pieces  of  CADDS  5 
won't  be  available  until  next  spring.  And 
both  Ford  Motor  Co.  and  Toro  Co.,  which 
tested  early  versions,  say  they're  not 
planning  to  rush  out  and  buy  replace- 
ments for  their  current  CADDS  systems. 
Retraining  engineers  to  use  the  new  ver- 
sion will  take  a  while,  says  Dana  Lonn, 
Toro's  manager  of  advanced  engineer- 
ing, so  its  purchases  "will  be  spread 
over  the  next  three  to  four  years." 

Meanwhile,  Prime's  uncertain  future 
has  lost  it  some  big  customers,  including 


AMP,  GE  Aircraft  Engine  Group,  and 
Pratt  &  Whitney.  Making  a  winner  out 
of  CADDS  5  after  years  of  shrinking  mar- 
ket share  "is  going  to  be  awfully 
tough,"  says  Charles  M.  Foundyller, 
president  of  market  researcher  Daratech 
Inc.,  noting  that  CAD/CAM  customers 
don't  easily  switch  brands  or  quickly  in- 
stall new  systems  in  large  volumes. 

Nevertheless,  Planitzer  evidently  is  ac- 
celerating plans  to  sell  equity  in  the  rela- 
tively healthy  service  and  CAD/CAM 
units,  which  he  could  combine  to  form  a 
new,  $1.2  billion  company.  The  CAD/CAM 
operations  are  being  reorganized  as 
Computervision,  using  a  name  discarded 
in  1988  following  Prime's  acquisition  of 
that  Bedford  (Mass.)  company.  Analysts 
say  Planitzer  has  several  incentives  to 
do  an  initial  public  offering  sooner  rath- 


er than  later,  when  it  may  be  abkto 
show  strong  earnings.  High-tech  lt)s 
are  being  well-received  this  year.  Ptei 
the  switch  from  selling  complete  CO 
CAM  systems,  including  workstat)i 
hardware,  to  software  alone  could  le 
press  Computervision's  earnings.  "Wffl 
ever  margins  they've  been  getting  film 
hardware  will  shrink,"  says  Steppi 
Wolfe,  publisher  of  Computer  Am 
Design  Report,  a  newsletter. 

Prime  remains  healthier  than  mjij 
1980s  LBOs.  Even  so,  it  probably  wu'i 
serve  as  a  good  model  for  revivig 
burned-out  computer  stars.  Insttd 
Planitzer's  plight  is  more  likely  to  m 
venture  capitalists  further  reason  n 
think  twice  about  trying  to  relive  tlar 
glory  days. 

By  Gary  McWilliams  in  Bedford,  M* 
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CREDIT  REPORTS 
—WITH  A  SMILE 


Equifax  has  taken  big  steps  toward  soothing  an  irate  public 


Two  years  ago, 
C.B.  "Jack"  Rog- 
ers Jr.  walked  into 
a  mine  field  when  he 
was  promoted  to  chief 
executive  officer  of 
Equifax  Inc.  Like  other- 
keepers  of  credit  data 
on  millions  of  Ameri- 
cans, the  Atlanta-based 
information-services  gi- 
ant had  been  besieged 
by  complaints.  Consum- 
ers, who  rely  on  accu- 
rate credit  reports  to 
obtain  mortgages,  cred- 
it cards,  and  car  loans, 
were  incensed  that  it 
was  a  struggle  to  get 
erroneous  information 
erased  from  their  files. 
And,  awash  in  junk 
mail,  they  also  wanted 
credit-reporting  compa- 
nies such  as  Equifax  to 
stop  selling  their  names 
to  direct  marketers. 
Congress  was  drafting 
laws  to  deal  with  such 
concerns. 

But  Rogers  saw  a  way  to  turn  con- 
sumer animosity  to  his  company's  ad- 
vantage. His  strategy:  to  position  Equi- 
fax as  the  company  most  responsive  to 
consumer  concerns.  In  late  1989,  he  com- 


CEO  ROGERS:  "WE  HAD 
TO  START  TREATING 
THE  CONSUMER  LIKE  A 
CUSTOMER" 


missioned  pollsters  Louis  Haiis 
&  Associates  Inc.  to  gauge  p> 
lie  perceptions.  The  results:  S, 
enty-one  percent  believed  Armi- 
cans  had  lost  all  control  o\i 
how  personal  information  about  then  is 
circulated.  And  79%  held  that  the  riitt 
to  privacy  was  right  up  there  with  1:8, 
liberty,  and  the  pursuit  of  happiness. 
With  that,  Rogers,  who  was  nanjd 
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International  Business  Machines 
Corporation 

has  sold  its  Information  Products  Business  to 


Clayton  &  Dubilier,  Inc. 


The  undersigned  acted  as  co-financial  advisor 
to  International  Business  Machines  Corporation 
in  this  transaction 


J  P  Morgan 
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Equifax'  president  in  1987  after  33  years 
at  IBM.  saw  what  had  to  be  done.  "We 
had  to  start  treating  the  consumer  like  a 
customer."  he  says.  But  Rogers  is  moti- 
vated by  more  than  altruism.  Equifax 
derives  all  of  its  $1.1  billion  in  annual 
revenues  from  information  services.  He 
knows  that  a  black  eye  in  the  credit- 
reporting  area  could  hurt  his  other,  less 
visible  businesses,  including  a  division 
that  collects  and  sells  data  to  auto-insur- 
ance companies  and  a  check  and  credit- 
card  authorization  unit  (table). 

By  contrast.  Equifax'  largest  competi- 
tor, Cleveland-based  TRW  Inc.,  gets  only 
9^  of  its  revenues  from  information  ser- 
vices. Most  of  its  business  is  in  defense 
and  auto  products.  The  third-largest 
credit-reporting  company.  Chicago-based 
Trans  Union  Credit  Information  Co..  is 
privately  held  and  keeps  a  low  profile. 

So  Rogers  stuck  his  neck  out  and 
made  some  unilateral  moves.  In  the  first 
quarter  of  this  year.  Equifax  took  a  S9 
million  charge  against  earnings  to  set  up 
an  elaborate  consumer-service  center  to 
be  staffed  by  500  telephone  reps.  And  in 
July,  the  company  shut  down  its  $12  mil- 
lion-a-year  business  of  selling  credit 
data,  along  with  detailed  consumer  life 
style  information,  to  direct  marketers  of 
clothing,  furniture,  electronics,  and  oth- 
er consumer  goods.  (It  still  sells  credit 
data  to  banks  that  send  mass  mailings  to 
prospective  credit-card  customers.) 

FREEBIE  PLAN.  By  Opting  OUt 

direct  marketers.  Rogers  gave  up  a  busi- 
ness that  brought  in  only  about  1%  of 
total  revenues.  But  the  sacrifice  came  at 
a  bad  time.  The  recession  and  the  mal- 
aise among  U.  S.  financial  and  insurance 
institutions  have  depressed  demand  for 
credit  reports  and  other  Equifax  ser- 
vices. The  company's  net  income  de- 
clined 38f<  in  the  first  half  of  1991.  and 
analysts  expect  full-year  operating  earn- 
ings to  be  flat  with  last  year's,  on  only  a 
small  increase  in  revenue.  Accordingly. 
Equifax'  stock  now  trades  at  about  IT, 
off  its  1991  high  of  21. 

What's  more.  Rogers'  do-the-right- 
thing  strategy  may  not  have  done 
enough.  This  fall,  the  House  subcommit- 
tee on  consumer  affairs  is  expected  to 
pass  legislation  that  would  toughen  the 
Fair  Credit  Repoiting  Act  of  1970.  The 
Senate  subcommittee  on  consumer  and 
regulatory  affairs  has  scheduled  hear- 
ings on  the  subject  for  Oct.  16.  Rogers  is 
worried  the  legislation  will  require  Equi- 
fax and  its  rivals  to  provide,  upon  re- 
quest, free  credit  reports  to  every  con- 
sumer at  least  once  a  year — not  just 
when  they  have  been  denied  credit. 

Consumers  can  get  such  reports  now. 
But  they  pay  So  to  S20  per  copy.  "We 
I  don't  believe  in  giving  away  our  product 
for  free."'  savs  Rogers.  If  forced  to  do 


WHAT  DOES 
EQUIFAX  DO? 


CREDIT  AND  MARKETING  SERVICES 


Provides  credit  reports  on  consumers  to 
banks,  credit-card  companies,  and  other 
financial  institutions.  Sells  data  to  direct 
marketers  offering  credit 


INSURANCE  AND  SPECIAL  SERVICES 


Provides  insurance  companies  with  data 
on  purchasers  of  life,  health,  and  prop- 
erty policies.  Data  base  of  auto-policy 
claims  used  throughout  industry.  Sells 
employers  data  on  job  candidates 


TELECREDIT 


Check  and  credit-card  authorization  and 
processing  division  acquired  last  year 


EQUIFAX  CANADA 


Provides  credit  and  insurance  services 
for  Canadian  market 

OPERATING  INCOME  Cl  AQ* 
IN  MILLIONS  J  I  00 


•n:..:;:  ::5::ii-:.-5-u: 


so.  analysts  say  a  deluge  of  requests 
could  increase  costs  and  cut  into  reve- 
nues. Consumer  groups  point  out  that 
the  company  already  issues  free  reports 
to  consumers  in  some  Canadian  prov- 
inces, as  required  by  law.  And  they  ar- 
gue that  Equifax  can  afford  the  courte- 
sy: Its  operating  margin  on  credit-report 
sales  is  23^.  compared  with  15% — before 
corporate  overhead — for  the  company 
overall. 

Equifax'  consumer-friendlier  posture 
has  not  kept  it  out  of  the  eye  of  state 


Equifax  and  TRW  now  have 
software  to  distinguish  among 
similar  names,  a  prime  source 

of  errors  in  credit  reports 


governments  either.  Since  last  suml 
13  states  have  joined  in  lawsuits  c\\ 
ing  that  TR\v  doesn't  ensure  the  acc 
cy  of  its  data  and  does  not  correct  e: 
quickly  enough.  TRW  says  it  has 
nothing  improper  and  is  holding 
sions  to  try  and  settle  the  suits.  ] 
so  far  has  been  unscathed  by  the 
but  that  could  change.  "We  hope  we 
get  Equifax  and  Trans  Union  to  ch; 
their  practices  so  we  don't  have  to 
them,"  say  Texas  Assistant  Atto 
General  Stephen  Gardner.  "But  they 
[also]  under  investigation." 
fewer  mixups.  Equifax'  competitors 
paying  more  attention  to  consul 
now.  too.  TRW  says  that  over  the 
two  years,  it  has  upped  its  budget 
consumer  assistance  to  S20  millio 
year,  hiring  50%  more  service  rep 
handle  complaints  faster.  Indeed, 
officials  assert  that  Equifax  is  rus 
to  do  in  one  fell  swoop  what  TRW 
already  done.  Clearly,  they're  now 
peting  in  this  vein:  Equifax  says  it 
cently  installed  new  software  that  be 
distinguishes  among  people  with  sin 
names,  a  prime  source  of  errors  in  cr 
reports,  twr  says  it's  working  on  a  s 
lar  program. 

However,  there  remains  one  big 
ference:  TRW  isn't  giving  up  its  bush 
of  selling  lists  of  creditworthy  cons 
ers  to  direct  marketers — despite 
view  held  by  the  Federal  Trade  Com 
sion  that  the  practice  violates  the 
Credit  Reporting  Act.  TRW  say 
doesn't  interpret  the  law  this  way. 

Staking  its  claim  as  the  Mr.  Cleai 
credit  repoiting  has  helped  Equifax  \i 
consumer  activists  and  lawmakers.  I 
year.  Rogers  reassigned  John  A.  Ba 
one  of  Equifax'  top  operating  ex< 
tives,  to  run  consumer  affairs.  His  n 
date:  to  build  relationships  with  ad 
saries  in  Washington.  "Equifax  call 
the  time,  which  is  more  than  I  can 
for  the  other  companies."  says  Edm 
Mierzwinski,  a  consumer  advocate 
the  U.  S.  Public  Interest  Resea 
Group. 

Rogers  needs  to  steer  clear  of  con 
versy  so  he  will  be  free  to  introduce 
profit-boosting  products.  Among  ther 
a  sen-ice  that  allows  consumers  to 
and  choose  the  types  of  direct  mail  t 
want  to  receive.  In  addition,  he's  co 
ing  on  Telecredit  Inc..  a  check-author 
tion  company  Equifax  acquired  last  y 
in  a  6457  million  stock  swap,  to  br 
more  retailers  and  banks  in  as  cust- 
ers.  In  the  meantime,  consumer  activ 
and  legislators  will  be  watching  ev 
move  Equifax  makes.  Which  means  tl 
Rogers  will  be  treading  carefully 
some  time  to  come. 

By  Walecia  Konrad  in  Atlanta,  xm 
Zachary  Schiller  in  Cleveland 
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a North 
West 
>mr  Water 

North  West  Water  Group  PLC 

has  acquired 

Wallace  &  Tiernan  Group,  Inc. 


The  undersigned  assisted  in  the  negotiations 

and  acted  as  financial  advisor  to  North  West  Hater  Group  PLC 


J  P  Morgan 


©  1'1'HJI'  Morgan  &  Co  Incorporated 
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SEWING  MACHINES  THAT  EAVESDROP 
ON  THEIR  OWN  PROBLEMS 


It  the  future,  U.S.  ap- 
■  parel  factories  will 
need  automated  sewing 
equipment  to  remain 
competitive  with  over- 
seas producers.  But  one 
question  that  raises  is 
quality  control.  Now,  re- 
searchers at  the  Georgia 
Institute  of  Technology 
in  Atlanta  have  designed 
electronic  "ears"  that  en- 
able sewing  machines  to 
supervise  their  own  work 
and  check  for  mistakes. 
The  sensors  detect  wear  or  breakage  in  the  sewing-machine 
needles  before  they  can  damage  apparel. 

Textile-engineering  Professor  Howard  L.  Olson  says  the 
ears  measure  the  vibrations  given  off  by  sewing  needles  at 
different  stages  of  wear.  Broken  or  worn  needles  have  a 
distinctive  sound,  or  acoustic  signature.  Computer  analysis  of 
those  signatures  reveals  that  the  amplitudes  increase  in  pro- 
portion to  how  badly  the  needle  is  worn.  When  the  sewing- 
machine  ears  hear  this,  they  trigger  a  flashing  light  that 
notifies  a  human  operator  that  maintenance  or  adjustments 
are  necessary.  Olson  says  the  concept  could  be  applied  to  any 
activity  that  has  an  acoustic  signature,  such  as  the  manufac- 
ture of  fabric. 


TESTING  FOR  CORROSION— 
WITHOUT  MAKING  IT  WORSE 


Accurate  testing  for  corroded  metals  in  such  critical  struc- 
tures as  airplanes  or  nuclear-power  plants  is  essential. 
Conventional  instruments  used  for  these  noninvasive  tests 
typically  run  a  current  through  structures,  then  measure  how 
the  metal  conducts  it.  The  system  works  because  corroded 
metal  conducts  at  a  different  rate.  Sometimes,  however,  the 
current  used  in  the  test  can  stimulate  more  corrosion,  says 
Quantum  Magnetics  Inc.  physicist  Ronald  E.  Sager. 

Now,  Quantum  has  developed  a  less  risky  approach.  Some 
time  ago,  researchers  at  the  Massachusetts  Institute  of  Tech- 
nology, knowing  that  corrosion  sets  up  a  magnetic  field,  devel- 
oped sensors  to  measure  the  fields  generated  by  electric  cur- 
rents that  flow  during  corrosion.  Quantum  has  harnessed  this 
noninvasive  technique  for  its  detector.  The  High  Resolution 
Scanning  Magnetometer,  developed  by  Sager's  team,  uses  a 
sensor  made  from  superconducting  materials  that  detects  the 
subtle  magnetic  fields  indicative  of  corrosion  and  converts 
hard-to-measure  magnetic  flux  into  easy-to-measure  voltage. 
Eventually,  researchers  expect  that  the  device,  which  is  ex- 
pected to  cost  close  to  $300,000,  will  be  able  to  detect  spots  of 
corrosion  as  tiny  as  the  diameter  of  a  human  hair. 


THIS  mn  MAY  HELP  SHOOT  DOWN 
DRUG  USE  ON  THE  JOB 


Companies  have  a  new  weapon  in  the  war  on  drugs  at  work. 
Thermedics  Inc.  and  Pinkerton  Security  &  Investigation 
Services  have  teamed  up  to  market  a  new  narcotics-detection 


service  to  comb  commercial  and  industrial  workspaces  bi 
evidence  of  illegal  drug  use. 

The  service  will  use  the  $165,000  Thermedics  Sentor  di,g 
sniffing  system,  which  can  identify  airborne  traces  of  cocate 
heroine,  or  methamphetamine  ("speed").  Sentor's  hand-lilt 
sampling  gun  draws  in  air  from  the  environment  where  djj 
use  is  suspected.  The  gun  is  then  placed  in  a  portable  unit  !ai 
analyzes  its  contents.  Within  30  seconds,  the  system  can  id« 
fy  drug  traces  as  small  as  a  few  parts  per  billion.  SincB 
doesn't  rely  on  human  interpretation  of  the  results,  fisf 
alarms  are  less  than  1%.  While  the  process  can't  tell  who  ua 
drugs,  it  might  flag  a  drug-use  problem  among  groupeo: 
employees,  says  Thermedics  President  John  W.  Wood  Jr.  it 
krrton  will  he  ready  to  deliver  the  service  in  1992. 


FOR  MEDICAL  RESEARCHERS, 
AN  ELECTRONIC  ATLAS  OF  THE  BRASN 


In  the  past  few  years,  dramatic  advances  in  molecular  bio 
gy  and  medical  imaging  have  given  scientists  an  unpr* 
dented  understanding  of  the  brain.  That  knowledge  promes 
to  lead  to  drugs  with  fewer  side  effects  and  new  treatmeito 
for  such  scourges  as  Alzheimer's.  But  even  researchers  h?e 
trouble  keeping  up  with  the  volumes  of  new  information. 

Now,  they'll  have  help.  Scientists  at  the  University  of  Mini 
School  of  Medicine  and  Drexel  University  have  created  it. 
electronic  atlas  of  the  human  brain  as  an  aid  in  research  it 
drug  development.  The  software  package,  which  will  be  upitt- 
ed  annually,  contains  thousands  of  images  of  the  brain  tat 
illustrate  its  structure,  the  architecture  of  its  cells,  and  tie 
known  pathways  that  chemicals  take.  Some  of  the  most  v;fr 
able  information  will  be  the  locations  of  receptors,  the  recojiv 
tion  sites  for  drugs,  hormones,  and  other  chemicals.  I  a 
receptor  for  a  chemical  and  its  pathway  are  identified,  e 
searchers  can  use  the  atlas  to  help  predict  the  action  of  poln- 
tial  drugs.  Current  Press,  a  Philadelphia-based  electronic  pb- 
lishing  house,  will  market  the  atlas  beginning  in  Decembe 


A  VACUUM-CLEANER  BAG  THAT 
LEAVES  NOTHING  TO  SNEEZE  AT 


A microscopic  sam- 
pling of  the  dust  in 
your  living  room  would 
reveal  a  world  teeming 
with  life.  Those  with  al- 
lergies already  know 
about  this  unseen  uni- 
verse, which  can  kick  off 
sneezing  and  runny 
noses,  or  worse.  Until  re- 
cently, vacuum-cleaner 
bags  weren't  able  to  con- 
tain these  enemies. 

Now,  Studley  Products 
Inc.  of  Inwood,  N.  Y., 
has  come  up  with  a  new  micro-filter  vacuum  bag.  The  two-ty 
bag  combines  a  traditional  paper  filter  with  a  second  layerrf 
electrostatically  charged  polypropylene.  Studley  claims  tit 
the  inner  layer  of  plastic  traps  more  than  95%  of  the  incom  g 
dust  mites,  pollen,  and  other,  larger  microscopic  bacteria.  Tit 
makes  it  about  3.5  times  as  efficient  as  conventional  bags,  lie 
micro  bag's  electric  charge  also  attracts  and  traps  some  &° 
of  smaller  dust  particles,  such  as  tobacco  smoke,  yeast,  c|d 
fungi.  The  bags  cost  about  $12  for  a  three-pack,  three  timesiS 
much  as  conventional  bags. 
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Roche  Holding  Ltd 

has  acquired  through  a  multi-stage  auction 

Nicholas 

the  European  and  Australian  over-the-counter 
pharmaceutical  business  of 

Sara  Lee  Corporation 

The  undersigned  assisted  in  the  negotiations  and 
acted  as  financial  advisor  to  Roche  I  folding  Ltd 


JPMorgan 


PRODUCT  DEVELOPMENT  I 


GM:  ALL  CHARGED  UP 
OVER  THE  ELECTRIC  CAR 


A  special  team  is  hustling  to  get  out  a  mass-market  electric  auto 


After  the  1979  energy  crisis,  Ken- 
neth R.  Baker  headed  General 
Motors'  half-hearted  effort  to  de- 
sign an  electric  car.  His  team  crammed 
batteries  and  electronic  gear  into  a 
Chevrolet  Chevette.  Presto:  a  lumbering, 
inconvenient  vehicle  with  zero  appeal 
that  never  made  it  to  showrooms. 

A  decade  later,  Baker,  44,  is  back  in 
the  driver's  seat.  This  time,  he's  leading 
GM's  dash  to  design  from  scratch  the 
world's  first  mass-market  electric  car. 
With  innovative  research  and  engineer- 
ing techniques,  his  current  team  of  200 
aims  to  design  and  build  a  nimble,  at- 


weight,  aerodynamic  drag,  or  power- 
hungry  accessories  cut  that.  And  the  Im- 
pact will  be  so  crammed  with  new  tech- 
nology that  it  could  cost  up  to  $30,000. 

To  minimize  those  drawbacks,  Baker 
is  using  a  variation  of  concurrent  engi- 
neering, a  design  technique  pioneered  by 
the  Japanese  that  trims  costs  and  devel- 
opment time  by  having  disparate  groups 
such  as  marketing  and  manufacturing 
work  together,  instead  of  sequentially, 
to  design  a  car.  Baker  has  eschewed 
GM's  usual  army  of  engineers,  forming 
instead  a  small,  youthful  team.  Some 
40%  have  fewer  than  10  years  of  experi- 


about  electric  cars.  So  instead  of  pou 
over  data  on  buyer  preferences 
team  relies  on  "gut-feel  research,"  si 
John  R.  Dabels,  GM's  director  of  mai 
development  for  electric  vehicles.  T<>: 
members  find  this  on  the  streets. 

Last  year,  team  leaders  studied 
daily  travel  habits  of  two  dozen  So 
em  Calif ornians.  That  led  to  the  co 
sion  that  trying  to  conserve  battery 
er  by  skimping  on  amenities  would 
the  Impact's  appeal.  So  the  new  car 
get  a  high-efficiency  heat  pump  for  h 
ing  and  cooling.  And  Baker  is  shoolj 
for  a  range  of  at  least  100  mile; 
charge — even  with  the  radio  and  air 
ditioning  cranked  up. 
European  bent.  On  another  occas: 
team  members  crisscrossed  Los  Angi 
on  a  treasure  hunt,  collecting  items  sjj 
as  a  classic  rock  album  by  the  Doors 
a  signed  business  card  from  a  salesr 
at  Longo  Toyota,  the  country's  top  dj 
ership.  They  thus  learned  firsthand  \l 
Southern  Californians  value  comfort 
tures — key  intelligence  since  Califoi 
is  the  Impact's  biggest  potential  marl 


A  BETTER  IMPACT? 


A  200-member  team  is  trying  to  ensure 
that  the  GM 's  Impact  electric  car,  due  in 
the  mid-  1990s,  will  be  a  hit 


CONSUMER  RESEARCH  By  commuting 
with  drivers  in  Los  Angeles,  designers  anc 
suppliers  are  learning  what  power-con- 
serving tradeoffs  they  can  make  without 
killing  the  appeal 


DESIGN  FOR  ASSEMBLY  GM  is  trying  to 
hold  down  the  number  of  parts  in  the  car 
and  stay  within  its  ultralight  weight  targ€ 

EASIER  RECHARGES  The  team  is  discuss, 
ing  with  utilities  and  regulators  whether 
electrical  hookups  in  garages  and  parkin* 
lots — and  even  the  car's  batteries — can 
be  financed  at  least  in  part  through  elec- 
tric company  rates 


tractive  two-seater,  called  the  Impact,  by 
the  mid-1990s.  The  18-month-old  pro- 
gram represents  a  feverish  push  by  Gen- 
eral Motors  Corp.,  says  Baker,  "to  re- 
capture the  reputation  for  international 
automotive  leadership." 

GM's  long-term  health  could  depend  on 
that.  The  Impact  won't  be  a  high-volume 
car,  but  GM  needs  a  racy  hit  to  bring 
back  youthful  customers  lost  during  the 
past  15  years,  when  its  U.  S.  car-market 
share  plummeted  13  points,  to  35%.  The 
electric  car's  inherent  drawbacks  make 
Baker's  task  tough.  The  limited  capacity 
of  its  batteries  caps  the  Impact's  range 
at  125  miles  per  charge.  Any  extra 


ence,  and  20%  are  production  workers 
who  will  help  make  the  Impact.  Baker 
hopes  to  produce  the  car  in  four  years, 
vs.  eight  for  Saturn,  GM's  all-out  effort 
to  design  a  new  small  car  from  scratch. 
To  free  the  team  from  stifling  GM  proto- 
col and  meddlesome  brass,  Baker  initial- 
ly had  it  work  in  the  basement  of  Our 
Lady  of  Redemption  Melkite  Catholic 
Church  in  Warren,  Mich.  It  has  since 
moved  to  GM's  nearby  technical  center. 
But  it's  still  separated  from  the  divisions 
that  usually  create  new  cars. 

The  Impact's  unique  characteristics 
demand  new  market-research  methods. 
Most  potential  customers  know  nothing 


By  2003,  the  state  will  require  carm 
ers  to  sell  about  1  million  electric  au 
there  annually. 

The  Impact  will  also  be  the  first  U. 
built  GM  car  that  is  aimed  at  Europe 
well.  It  will  come  with  either  left- 1 
right-hand  drive  and  meet  Europe! 
safety  standards.  Team  members  h; 
enlisted  help  from  GM's  German  affili; 
Adam  Opel,  to  study  ways  to  ease 
charging,  since  few  Europeans  have 
rages.  And  they've  also  researched  sv 
critical  local  questions  as  whether  a  c 
of  half-liter  beer  bottles  can  slip  easilj 
and  out  of  Impact's  rear  hatch. 

Still,  "a  lot  of  this  will  be  guesswor 
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The  empty  tombstone  underscores  a  J.  P  Morgan  credo:  we  don't  do  deals  to  generate  fees. 
If  a  transaction  isn't  in  the  client's  interests,  we  ll  recommend  against  it. 


J  P  Morgan 
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says  Dabels.  That's  because  electric  cars 
will  have  undreamed-of  features  such  as 
regenerative  braking.  Each  time  a  driver 
steps  off  the  accelerator,  the  car's  elec- 
tronic brain  turns  the  two  drive  motors 
into  generators,  recharging  the  batter- 
ies. The  resulting  drag  slows  the  car. 
The  team  is  unsure  how  much  braking 
to  use,  and  whether  to  let  drivers  modu- 
late it  with  a  dashboard  control. 

The  designers  are  also  uncertain  how 
best  to  tell  drivers  they  are  running  low 
on  juice.  On  four  computer-equipped 
Buick  Reattas  that  simulate  the  Im- 
pact's limited  range,  the  message  "Stop 
Driving  Now!"  flashes  on  the  dashboard, 
and  a  warning  chime  sounds.  Team 
members  take  turns  driving  the  cars 
home  to  evaluate  the  warning  system. 
pit  stops.  Since  this  car  is  entirely  new, 
Baker  encourages  the  team  to  jettison 
conventional  thinking.  They  even  consid- 
ered eliminating  the  hood,  since  there'll 
be  no  need  for  routine  maintenance, 
such  as  checking  the  oil.  But  they  decid- 
ed to  keep  it  anyway,  so  proud  owners 
can  show  off  the  car's  innards. 

Dabels  must  also  address  what  car- 
makers usually  take  for  granted:  where 
the  Impact's  fuel  will  come  from.  To 
recharge  an  electric  car  in  two  to  three 
hours  will  require  a  220-volt  outlet — a 
rarity  in  public  places  or  in  homes.  So 
GM  wants  utilities  to  put  the  outlets  in 
private  garages  and  parking  lots. 

To  speed  development  and  keep 
weight  down,  Baker  is  getting  help  from 
GM's  Hughes  Electronics  subsidiary.  Us- 
ing computer  simulation,  Hughes  engi- 
neers are  helping  to  design  factory  lay- 
outs and  assembly  processes.  They're 
also  simulating  such  things  as  the  Im- 
pact's crashworthiness  and  how  well  dif- 
ferent kinds  of  metal  bend  without  los- 
ing strength.  This  eliminates  most  old- 
style  trial-and-error  testing  and  may  be 
essential  to  keep  the  Impact  below  its 
ultralean,  2,200-pound  weight  target. 

GM  also  is  using  a  technique  called  de- 
sign for  assembly  to  slash  the  number 
of  parts  in  components  to  simplify  manu- 
facturing and  shave  weight.  The  latest 
design  has  hundreds  fewer  drivetrain 
parts  than  the  Impact's  original  proto- 
type. And  its  electronic  brain  has  4,000 
fewer  switching  devices. 

Even  with  a  headstart,  GM  has  to  keep 
moving  fast.  Every  major  carmaker  in 
the  world  has  a  crash  program  for  elec- 
tric vehicles.  Nissan  Motor  Co.  already 
displayed  its  prototype,  the  FEV,  at  the 
Frankfurt  auto  show  in  September. 
Even  so,  if  the  quick  little  electric  test 
cars  are  any  clue,  the  Impact  has  a 
chance  of  captivating  consumers.  Snap- 
py acceleration  and  the  nifty  regenera- 
tive brake  system  make  them  a  gas  to 
drive.  And  quite  an  improvement  over 
the  clunky  electric  Chevette. 

By  David  Woodruff  in  Detroit 


THE  PRATT  PW4000:  A  FAVORITE  JET  ENGINE  FOR  WIDEBODIES,  BUT  DEMAND  IS  SLACK 


UNITED  TECHNOLOGIES  GOES  III 
FOR  A  LITTLE  ENGINE  WORK 


The  company's  Pratt  &  Whitney  unit  is  first  in  line  for  an  overha 


When  Robert  F.  Daniell  took 
over  as  chairman  of  United 
Technologies  Corp.  in  1986,  he 
was  a  man  with  a  mission.  His  aim?  To 
purge  UTC,  parent  of  engine  maker  Pratt 
&  Whitney  Co.,  of  its  bureaucratic  cul- 
ture. Toward  that  end,  Daniell  began 
preaching  the  gospels  of  customer  satis- 
faction and  cost-cutting.  By  1989,  he  ap- 
peared to  have  worked 
a  miracle:  Pratt  was 
selling  engines  and 
spare  parts  faster 
than  it  could  make 
them.  And  Wall  Street 
analysts  predicted 
UTC's  earnings  would 
soar  25%,  to  $882  mil- 
lion, by  1991. 

Now,  however,  air- 
line consolidation  and 
reductions  in  defense 
expenditures  have 
brought  those  lofty 
expectations  back  to 
earth  with  a  thud.  In 
the  first  six  months  of 


1991,  profits  plunged  at  Pratt,  wis 
usually  accounts  for  nearly  two-thirdid 
UTC's  operating  income.  At  the  sa 
time,  overbuilding  in  commercial  real>s 
tate  has  quashed  demand  for  elevatrs 
from  UTC's  Otis  Group  Inc.  unit  and! 
air-conditioning  systems  from  its  Carl 
Corp.  subsidiary.  As  a  result,  UTC's  e\ 
ings  fell  by  75%,  to  $83.6  million  on  nb 
nues  of  $10.2  billiorSl 
the  first  half.  Aa 
lysts  now  expect  p> 
its  for  the  year  | 
come  in  at  only  $1 
million — less  than  hi! 
the  original  estirnl 
(chart). 

SQUEEZE  PLAY.  \X,\ 

earnings  in  a  don- 
ward  spiral,  Daniellis 
being  forced  to  tm 
drastic  action.  His 
lution:  Squeeze  $1  il- 
lion  from  overhead)} 
cutting  costs  and  |0> 
ployees  at  all  of  UT| 
seven  divisions.  E 
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The  Stroh  Brewery  Company 

has  sold  its  31.6%  interest  in  the 

Cruzcampo  Group 

to 

Guinness  PLC 


This  sale  included  Stroh  s  28.4%  holdings  in 

La  Cruz  del  Campo,  S.A.  and 

30%  holdings  in  Henninger  Espanola,  S.A. 

J. P.  Morgan  Espana  S.A.  acted  as  financial  advisor  to 
The  Stroh  Brewery  Company  in  this  transaction 
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unit,  including  Pratt,  will  have  to  rework 
completely  how  it  manufactures  and 
sells  its  products.  Says  analyst  Jeffrey 
W.  Ubben  of  Fidelity  Investments,  one 
of  UTC's  largest  shareholders,  with  3.9 
million  shares:  "You  see  a  man  with  an 
incredible  sense  of  urgency." 

There's  no  question  about  that.  The 
problem  is,  Wall  Street  has  seen  that 
urgency  before.  In  1987,  Pratt  an- 
nounced plans  to  slash  its  overhead  by 
some  30'  -  by  1992.  But  the  engine  maker 
has  reached  only  about  two-thirds  of  its 
goal.  Since  taking  office,  Daniell  had 
also  led  investors  to  believe  that  trou- 
bled Carrier  was  on  the  mend.  Instead, 
margins  have  continued  to  erode,  and 
new  products  have  been  plagued  by  de- 
lays. Carrier  spent  more  than  $75  million 
to  develop  a  new  compressor,  but  engi- 
neering snafus  have  postponed  full-scale 
production  by  at  least  six  months. 

Daniell  will  have  to  work  hard  to  con- 
vince investors  that  he'll  deliver  the 
goods  this  time.  Money 
managers  and  analysts 
aren't  pleased  when 
earnings  fall  short  of 
expectations.  Just  look 
at  UTC's  stock,  off  30% 
from  its  high  of  62V2  in 
the  third  quarter  of 
1990.  Says  Howard  A. 
Rubel,  analyst  at  C.  J. 
Lawrence  Inc.:  "It's  a 
world-class  company, 
but  it  has  had  Third- 
World  results." 
new  suit.  Weak  earn- 
ings aren't  the  only 
problem  on  Darnell's 
hands.  In  July,  reports 
surfaced  that  Daniell  is 
a  subject  of  the  Justice 
Dept.'s  "Operation  111 
Wind"  criminal  investi- 
gation surrounding  al- 
leged bid-rigging  at  the 
Pentagon.  "We  believe 
there  is  no  basis  for 
those  reports,"  says  a 
UTC  spokesman.  And  on 
Oct.  4,  a  former  UTC  em- 
ployee filed  a  civil  suit  alleging  that  the 
company  bribed  two  Saudi  princes  to 
win  a  $6  billion  deal  to  sell  its  Sikorsky 
helicopters  to  Saudi  Arabia.  The  UTC 
spokesman  says  there  was  no  impropri- 
ety involved  in  the  helicopter  sale. 

Whatever  the  outcome  of  the  various 
investigations  and  charges,  the  57-year- 
old  chairman's  more  immediate  task  will 
be  to  turn  around  UTC's  prized  Pratt 
unit.  Pratt's  PW4000  engine  has  become 
a  favorite  of  widebody  aircraft  buyers 
and  has  won  some  plum  orders,  includ- 
ing a  $704  million  contract  from  All  Nip- 
pon Airways  Co.  on  Oct.  2.  But  fewer 


Pratt  is  playing  catch-up. 

Rivals  have  already 
revamped  their  operations 
to  make  them  more  efficient 


major  carriers  are  buying  new  planes. 
And  hundreds  of  older  aircraft  have 
been  retired,  sending  spare-parts  sales 
down  30%  since  last  year. 

Now,  Pratt's  assembly  line  is  jammed 
with  expensive — and  unordered — spares. 
"We're  running  like  hell  trying  to  figure 
out  what  to  do  with  all  this  material," 
says  James  G.  O'Connor,  Pratt's  execu- 
tive vice-president.  Excluding  a  special 
gain,  the  company's  earnings  fell  to  $137 
million  in  the  first  half  of  1991,  from 
$515  million  in  the  similar  period  a  year 
earlier. 


The  toll  on  the  bottom  line  might  not 
have  been  so  bad  if  Daniell  had  made 
good  on  his  earlier  promise  to  get  Pratt 
into  shape.  True,  the  company  made 
some  inroads,  such  as  trimming  the  an- 
nual cost  of  scrapping  or  repairing  re- 
jects from  $189  million  in  1987  to  $85 
million  today.  And  while  the  company 
admits  that  it  has  fallen  short  of  its  cost- 
cutting  goal,  Daniell  says  Pratt  has 
made  great  strides  in  customer  service. 
But  the  recession  and  defense  cuts 
caught  him  off  balance.  Even  as  military 
sales  decline,  analysts  predict  that  the 
advent  of  newer,  more  reliable  engines 


means  that  orders  for  spare  parts 
never  rebound  to  previous  levels. 

To  cope  with  these  harsh  new  n 
ties,  Daniell  aims  to  transform  the  \ 
the  company  does  business.  "Pratt  is 
going  to  be  the  same  company," 
promises.  Unlike  competitors,  Pratt 
usually  opted  to  produce  an  entire 
gine  on  its  own,  bearing  the  reseai 
and-development  costs — and  the  ris1 
on  what  can  be  a  $2.5  billion  project.  | 
last  year,  Daniell  formed  an  allia 
with  Daimler  Benz,  and  he  expects 
establish  similar  partnerships.  Such 
rangements  would  allow  Pratt  to  fz 
out  R&D  for  engine  parts  to  partners 
cut  the  size  of  its  own  production  fa 
ties.  The  engine  maker  has  already  el 
nated  3,000  jobs — cutting  its  payroll 
33,000 — and  a  task  force  is  studying  ( 
er  ways  to  trim  fat. 

Pratt  is  counting  on  engineering 
help:  The  company  is  redesigning  p; 
so  it  can  produce  fewer  models  and 
meet  customer  needs 
recently  reduced  fi 
25  to  5  the  number 
heat-resistant  coatii 
it  puts  on  turb 
blades.  Now,  it's  try 
to  cut  by  two-thirds 
15  different  blades 
makes  for  one  engin 
racing.  Trouble 
Daniell  is  playing  cal 
up.  Pratt's  rivals  h; 
already  reorgani 
their  operations 
make  them  more  ( 
cient.  General  Elec 
Co.  has  cut  its  aver; 
time  for  deliver 
spare  parts  to  30  da 
while  it  takes  Pratt 
to  three  times  as  lo 
The  shorter  lead  ti 
not  only  provides  c 
tomers  with  better  s 
vice  but  also  means  t 
GE  doesn't  have 
overhang  of  costs  wl 
demand  for  parts  drc 
Hot  competition  in 
engine  business  from  GE  and  Rc 
Royce  PLC  will  only  heat  up  the  race 
become  the  low-cost  producer.  "The\ 
still  in  neck-and-neck  competition  \\ 
GE,"  says  David  Franus,  analyst  at 
aviation  consulting  firm  Forecast  Inl 
national  Inc. 

The  competition  will  likely  keep  Pi 
managers  and  Daniell  scrambling  to  f 
ways  to  produce  faster  and  cheaper.  I 
Daniell  promised  to  remake  UTC  once 
fore.  Unless  he  strikes  closer  to 
mark  this  time,  it  will  be  a  while  bef 
UTC's  earnings  move  into  high  gear. 

By  Todd  Vogel  in  Hart/ 
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WestLB 

Westdeutsche  Landesbank 


has  acquired  certain  assets  and  personnel  from 

Security  Pacific  Trade  Finance 

a  subsidiary  of  Security  Pacific  National  Bank 

The  undersigned  assisted  in  the  negotiations 

and  acted  as  financial  advisor  to  ffestdeutsche  Landesbank 


J  P  Morgan 


e  Corporation 


Commentary/by  Judith  H.  Dobrzynski 

HOW  AMERICA  CAN  GET  THE  'PATIENT'  CAPITAL  IT  NEEDS 


In  a  business  world  beset  by  a  nag- 
ging recession,  precarious  leverage 
levels,  and  stiffening  competition, 
corporate  governance  doesn't  exactly 
weigh  heavily  on  the  minds  of  most  ex- 
ecutives. Theoretically,  it  might  be  nice 
to  improve  the  interaction  among  inves- 
tors who  provide  capital,  corporations 
that  use  it,  and  directors  who  oversee 
its  use.  But  right  now,  there  are  more 
important  things  to  do.  Besides, 
shareholders  who  get  too  involved 
with  corporate  affairs  can  be  irritat- 
ing— as  Time  Warner  Inc.'s  manag- 
ers, for  example,  learned  last  July, 
when  they  were  forced  to  revise 
their  $3  billion  stock  plan. 

Yet  corporate  governance  should 
move  front  and  center.  There  is  a 
strong,  undeniable  link  between  it 
and  competitiveness — so  it's  good 
business  to  pay  greater  heed  to 
shareholders.  Fortunately,  a  growing 
number  of  enlightened  capitalists  un- 
derstand that  if  the  U.  S.  wants  to 
compete  more  effectively  against  Ja- 
pan and  Germany — whose  systems 
provide  the  more  patient  capital 
that  allows  long-term  strategies — 
U.  S.  executives  may  have  to  agree 
to  institutional  changes.  As  Treasury 
Under  Secretary  Robert  R.  Glauber 
said  on  Oct.  3  at  an  Investor  Re- 
sponsibility Research  Center  gover- 
nance conference:  "Patience  requires 
participation." 

shut  out.  At  the  moment,  the  U.  S. 
system  holds  executives  accountable 
with  a  kind  of  rough  justice.  Since 
stockholders  have  little  influence  on 
management,  they  usually  sell  their 
shares  when  they're  dissatisfied.  The 
stock  price  falls.  Managers  react  by  tak- 
ing action  that  will  buttress  the  stock 
price  in  the  short  term  but  may  sacrifice 
long-term  returns.  That  way,  they  insu- 
late themselves  from  the  "market  for 
corporate  control" — or  takeovers — and 
keep  their  jobs.  They  probably  get  paid 
better,  too,  thanks  to  programs  that 
link  pay  to  stock  performance. 

The  system  is  pretty  harsh  on  share- 
holders, too.  They  lack  not  only  influ- 
ence but  also  access  to  management. 
That  hampers  their  ability  to  under- 
stand corporate  aims,  especially  those 
that  have  no  evident  short-term  payoff. 
Worse,  investors  have  no  easy  way  to 
discipline  managers  who  make  decisions 
that  feather  their  own  nests  rather  than 


boost  a  company's  value.  Boards,  the 
supposed  monitors,  generally  do  not  act 
against  management  unless  it  does 
something  egregious. 

To  compensate  for  this  added  risk  to 
their  investment,  "shareholders  demand 
constant  proof  that  their  money  is  being 
invested  wisely,"  says  Michael  T.  Ja- 
cobs, a  former  Treasury  official  and  au- 
thor of  a  just  published  book  called 


Short-Term  America.  They  get  it  by 
watching  stock-price  movements  for  the 
expected  high  returns.  The  result:  a 
higher  cost  of  equity  capital  in  the  U.  S. 
This  damages  the  country's  ability  to 
compete  with  Japan  or  Germany,  where 
equity  owners  have  bigger  stakes  and 
more  influence. 

This  adversarial  relationship  between 
the  providers  and  users  of  capital  is 
exacting  a  high  cost  on  U.  S.  industry. 


Stopping  the  quarrel  between 
investors  and  managers  could 
be  the  key  to  improved  U.  S. 
competitiveness 


How  then  can  the  system  be  changed  t 
integrate  shareholders  into  the  gove: 
nance  process  without  harming  the  eff 
cient  allocation  of  capital? 

Most  attempts  to  fix  this  state  of  a 
fairs  have  come  from  the  big  public  pet 
sion  funds — usually  via  the  proxy  pr< 
cess.  They've  lodged  resolutions  askin 
management  to  rescind  poison  pills,  sai 
or  institute  confidential  proxy  voting 
But  except  for  getting  manag< 
ment's  attention,  these  efforts  hav 
largely  failed.  That's  one  reason  on 
of  the  most  activist  shareholders,  th 
$65  billion  California  Public  Employ 
ees'  Retirement  System,  has  decide 
to  change  tactics:  In  1992,  instead  c 
offering  proxy  resolutions,  CalPER 
will  lobby  for  change  with  manager 
and  directors  of  poorly  performin 
companies  in  its  portfolio. 

The  CalPERS  path  is  worth  follow 
ing.  But  the  situation  demands  mon 
Boards  are  the  key  to  better  govei 
nance,  and  investors,  managers,  an 
directors  themselves  need  to  focu 
on  getting  them  up  to  snuff.  Havin; 
"outside  directors"  isn't  enough- 
they  must  be  truly  independent,  a< 
tive  directors  willing  to  communicat 
with  shareholders.  Boards  should  b 
pushed  to  convene  more  often,  d 
more  at  meetings,  and  gather  occ£ 
sionally  without  the  CEO. 

Shareholders  must  also  be  able  t 
monitor  the  performance  of  direc 
tors,  changing  them  if  necessarj 
That  requires  reform  of  the  prox 
system,  which  is  now  under  revie\ 
by  the  Securities  &  Exchange  Coir 
mission.  Companies  should  probably  b 
asked  to  provide  more  data  about  dim 
tors.  They  should  perhaps  offer  mor 
than  one  choice  for  a  board  opening 
They  should  definitely  be  required 
allow  voting  for  individual  directors 
rather  than  a  slate,  and  to  allow  vote 
against  a  director,  rather  than  the  mer 
withholding  of  a  vote.  That  would  allo\ 
dissident  investors  to  mount  less  costl; 
challenges  to  management. 

No  one  has  a  perfect  plan  to  mafc 
shareholders  more  effective  owners  am 
managers  more  accountable.  But  it 
good  that  some  thinkers  are  now  ex 
plaining  the  link  between  corporate  gov 
ernance  and  competitiveness.  One 
that's  understood,  Corporate  Americi 
should  be  more  willing  to  solve  thi 
pressing  problem. 
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Why  clients  select  J.R  Morgan  for  M&A. 


1.  Advice  that  is  totally  objective.  Rather  than  promote  merger  and  acquisition 
transactions  simply  to  generate  fees,  we  become  a  strategic  financial  advisor, 
bringing  a  relationship  focus  to  a  transactional  business.  If  a  transaction  is  not 
clearly  in  a  client's  best  interests,  we  will  recommend  against  it.  Our  clients  expect 
and  get  from  us  objective  advice,  based  on  a  thorough  knowledge  of  their  needs 
and  goals. 

2.  Research  free  from  conflict  of  interest.  Good  financial  advice  requires 
fundamental  research  on  a  global  basis.  Morgan  Guaranty's  financial  advisory 
staff  of  120  analysts  is  based  in  all  the  major  financial  markets  worldwide.  These 
analysts  support  Morgan's  M&A  and  corporate  finance  activities.  They  do  not 
provide  research  to  institutional  investors  to  generate  brokerage  commissions. 

3.  In-depth  international  capabilities.  Research  and  execution  today  must 
reflect  the  growing  interdependence  of  global  capital  and  industrial  markets. 
Morgan  has  always  been  an  international  firm  with  a  major  presence  in  the 
world's  financial  centers.  This  international  dimension  -  and  our  worldwide  client 
base  —  further  distinguish  us  from  other  firms  offering  M&A  services. 

4.  Complete  range  of  M&A  services.  They  include:  advising  public  and  private 
companies  on  prospective  acquisitions,  partial  or  total  divestitures,  tax-free 
spinoffs,  joint  ventures,  restructurings,  and  recapitalizations;  furnishing  a  variety 
of  services  under  defensive  retainers;  acting  as  dealer  manager  for  cash  tender 
offers;  providing  fairness  opinions;  and  acting  as  advisor  and  equity  investor  in 
leveraged  buyouts. 

5.  Compensation  based  on  added  value.  We  structure  our  fees  to  match  each 
client's  specific  strategic  objectives.  Our  compensation  is  tied  directly  to  the  value 
we  add.  This  means  we  compete  for  M&A  business  on  the  basis  of  performance 
and  price. 

We've  set  our  sights  on  being  the  world's  leading  M&A  advisor,  and  that's  why 
we're  changing  the  way  this  business  is  done. 


J  P  Morgan 
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McRISKY 

LASAGNA?  TABLECLOTHS  AND  CANDLES?  WHAT  WOULD  RAY  KROC  SAY? 


i»  So  *i 
■.  - 


search  f 


Rl 


(ay  Kroc.  the  former  Multimixer 
milkshake-machine  salesman  who 
.bought  the  franchise  rights  to 
McDonald's  Corp.,  had  a  favorite  saying: 
"If  you're  green,  you're  growing.  If 
you're  ripe,  you  rot."  Kroc  created  a 
company  that  grew  like  a  weed,  luring 
more  consumers  year  after  year  to  sam- 
ple a  menu  so  simple  anyone  could  mem- 
orize it — burgers,  fries,  and  shakes.  It 
was  all  served  up  according  to  Kroc's 
"speedee"  system  for  delivering  food  at 
cheap  prices  with  ruthless  efficiency  and 
scrupulous  cleanliness. 
These  days, 


though,  McDonald's  isn't  looking  so 
green.  In  fact,  its  core  U.  S.  business, 
which  accounts  for  about  60%  of  profits, 
is  starting  to  wilt.  The  world's  largest 
restaurant  chain  is  battling  an  array  of 
forces  and  trends  that  Kroc  never 
dreamed  of  when  he  opened  his  first 
restaurant  in  Des  Plaines.  111.,  in  1955. 
For  one  thing,  the  nation's  once-bound- 
less appetite  for  beef  has  been  sated  as 
consumers  grow  more  health-conscious. 
In  1990,  burger  consumption  dropped  to 
\~r'<  of  all  restau- 
rant orders,  from 
W<  in  1982. 


Worse,  growth  in  the  $74  billion  f 
food  industry  as  a  whole  will  probE 
just  match  inflation  in  the  1990s,  a 
growing  an  average  of  8.7%  annuall 
the  '80s.  And  worse  yet,  McDonald 
suffering  the  indignity  that  has  bee 
iled  many  a  mass  merchant  before 
New  rivals  are  dividing  and  conquer 
what  was  once  a  uniform  market 
veyors  such  as  Chili's,  a  Dallas-ba 
family-style  chain,  and  General  Mills 
ive  Garden  Italian  restaurants  are  sk 
ming  off  the  more  upscale  customers 
McDonald's  by  offering  full-service 
sual  dining.  These  chains  serve  a  w 
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i  of  more  nutritious,  tastier  foods 
the  Golden  Arches'  standard  fare — 
at  only  slightly  higher  prices.  At 
iame  time,  faster-growing  chains 
as  Taco  Bell  and  Rally's,  a  Ken- 
-based  burger  seller,  have  been  si- 
ng off  frequent  fast-food  eaters  by 
ig  McDonald's  on  price,  and  some- 
even  on  speed. 

ton?  So  will  McDonald's,  once  the 
essential  growth  business,  become 
.ears  Roebuck  of  fast  food,  a  lum- 
g  giant  surrounded  by  much  nim- 
rivals?  The  task  of  avoiding  that 
il  fate  lies  in  the  hands  of  Michael 
iinlan,  47.  Quinlan,  who  is  only  the 
chairman  in  McDonald's  history,  is 
aking  virtually  all  of  the  rules  Ray 
devised.  At  the  company  that  made 
igion  of  standardization,  Quinlan  is 
ring  flexibility.  That  means  a  new 
■f  freedom  for  franchisees,  who  can 
launch  ambitious  experiments  in 
food  and  decor.  And  it  means  test- 
lew  formats,  ranging  from  self-ser- 
to  small  cafe-style  outlets  to  serving 
onald's  fare  on  airplanes, 
e  search  for  growth  also  means  ex- 
oentation  with  more  than  150  menu 
3,  from  lasagna  to  corn  on  the  cob, 
egg  rolls  to  carrot  sticks.  To  be 
,  few  of  these  new  dishes  will  win  a 
lanent  place  on  the  menu.  But  the 


menu  will  grow — and  so  will  the  chal- 
lenges of  quality  control  and  speed  as 
McDonald's  makes  a  dramatic  push  into 
dinner,  where  it  has  never  made  much 
headway. 

These  moves  are  innovative — and 
risky,  because  Quinlan  isn't  just  tinker- 
ing. The  new  products,  new  freedom, 
and  new  formats  are  all  a  threat  to  a 
much-copied  operating  system,  the  pre- 
cise choreography  that  produces  the 
company's  signature  consistency  and 
speed.  "If  there  was  anything  that  was 
sacrosanct,  it  was  the  operating  sys- 
tem," says  Edward  H.  Rensi,  president 
of  U.  S.  operations  who  is  overseeing 
many  of  the  changes. 

More  than  to  flashy  marketing,  Mc- 
Donald's owes  its  success  to  those  man- 
ufacturing and  operating  skills:  The  op- 
erations manual  alone  runs  to  600  pages. 
In  the  kitchens  of  his  restaurants,  Kroc 
set  up  an  industrial  system  based  on 
mass  production  and  absolute  uniformi- 
ty, so  a  Big  Mac  would  taste  the  same  in 
Bangkok  or  Boston.  Dressing  a  ham- 
burger, for  example,  is  always  done  in 
unvarying  order:  mustard  first,  then 
ketchup,  onions,  and  two  pickles.  In  this 
much  admired  fast-food  ballet,  custom- 
ers played  a  cru- 
cial part.  With  few  ^^^^ 
choices,  they  sped 


service   along   by   ordering  promptly. 

The  danger  is  that  the  increasing  flex- 
ibility and  complexity  will  gum  up  the 
machine,  hurting  quality,  uniformity, 
and  speed.  How  much  damage  might 
that  do  to  McDonald's?  Look  to  the  ex- 
ample of  the  No.  2  fast-food  chain,  Bur- 
ger King  Corp.  Because  its  hamburgers 
are  broiled  instead  of  fried,  they're  wide- 
ly acknowledged  to  be  a  better  prod- 
uct— when  they're  made  right  and 
served  well.  But  inconsistency  long  hob- 
bled Burger  King,  which  went  from  an 
8.4%  share  of  the  market  in  1985  to  7.1% 
last  year.  Britain's  Grand  Metropolitan 
PLC  acquired  the  chain  along  with  its 
parent,  Pillsbury  Co.,  in  1989  and  has 
been  working  hard  to  improve  quality. 

The  changes  at  McDonald's  also  pose 
a  stiff  marketing  challenge.  With  its  pro- 
liferation of  menu  items,  such  as  pizza 
or  chicken  fajitas,  McDonald's  is  push- 
ing into  areas  where  it  has  no  estab- 
lished image,  and  it's  butting  up  against 
well-entrenched  competitors,  such  as 
Pizza  Hut  or  Taco  Bell,  who  do.  As  one 
McDonald's  consumer,  Bill  Walbert,  a 
stockbroker  in  New  Canaan,  Conn.,  puts 
it:  "There's  just  no  reason  to  go  to  Mc- 
Donald's for  a  pizza."  The  McDonald's 
image  now  extends  to  Big  Macs  or  Egg 

McMuffins.  But  McMeatballs? 

In  another  break 


fY\  McDonalds  car 


with  tradition,  Quinlan  and  his  team  are 
shedding  their  longtime  insularity  by 
seeking  ideas  from  such  stellar  service 
providers  as  Wal-Mart  Stores  Inc.  and 
Federal  Express  Corp.  The  company  is 
also  starting  a  nonfood  business — Leaps 
&  Bounds,  an  indoor  playground  that 
could  go  national.  And  while  he  won't 
say  what  his  targets  might  be,  Quinlan 
even  admits  that  he  might  make  some 
acquisitions  down  the  road. 

Quinlan  and  McDonald's  may  well 
have  no  choice  but  to  make  some  big 
changes.  The  vast  market  and  demo- 
graphic pressures  are  starting  to  affect 
the  company's  numbers. 
Sales  for  established  outlets 
in  the  U.  S.  dropped  an  aver- 
age of  3.7%  a  year  in  real 
dollars  from  1988  through 
1990,  figures  Michael  G. 
Mueller  of  Montgomery  Se- 
curities. The  chain's  share  of 
the  fast-food  market  also 
has  slipped  to  roughly  16.6$ 
this  year,  from  18.7$  in  1985 
(charts).  Mueller  estimates 
that  after  years  of  double- 
digit  gains,  the  company's 
net  will  climb  just  7.8%,  to 
$865  million,  in  1991  on  sales 
of  $20  billion  from  company- 
owned  and  franchised  loca- 
tions. 

TOO   MUCH   'TO  GO.'  What 

growth  there  is  comes  large- 
ly from  abroad.  With  just 
3,355  units  in  53  countries, 
the  company  has  barely 
scratched  the  surface  of  the 
global  market.  By  1995  or 
so,  figures  analyst  Steven 
A.  Rockwell  of  Alex.  Brown 
&  Sons,  profits  from  Mc- 
Donald's restaurants  over- 
seas will  surpass  those  of 
the  domestic  outlets.  Credit 
for  the  highest  volume  al- 
ready goes  to  an  overseas 
location — on  Moscow's  Red 
Square. 

Given  such  promise,  why 
doesn't  McDonald's  simply  concentrate 
on  building  its  international  business? 
There  are  2,300  reasons:  McDonald's  do- 
mestic franchisees.  They  have  no  stake 
in  the  international  operations,  and  rely 
solely  on  sales  and  profits  generated  by 
each  of  their  outlets.  With  nearly  25%  of 
company  revenues  coming  from  fran- 
chise fees  based  on  a  percentage  of 
sales,  it's  also  in  McDonald's  interest  to 
ensure  that  those  sales  keep  improving. 
So  for  better  or  worse,  the  fate  of  Mc- 
Donald's is  inextricably  linked  to  the 
U.S. 

But  for  all  of  its  strengths  in  the 
U.  S.,   McDonald's  has  fewer  options 


than  many  competitors.  What  was  once 
the  envy  of  the  industry — its  array  of 
1,505  owned  and  7,000  franchised  restau- 
rants with  ample  seating  in  prime  loca- 
tions— is  now  also  a  burden.  That's  be- 
cause the  pattern  of  fast-food 
consumption  is  rapidly  shifting,  with 
62%  of  fast-food  sales  in  1990  eaten  off- 
premises,  vs.  23%  in  1982. 

And  McDonald's  is  also  something  of 
a  victim  of  its  own  astonishing  success. 
It  already  serves  more  than  18  million 
Americans  a  day.  So  it  will  be  hard  to 
find  more  customers  who  want  to  drag 
the  kids  out  instead  of  phoning  in  for  a 


MCDONALD'S:  SLOWDOWN 
FOR  A  FAST-FOOD  CHAMP 


That's  a  startling  admission  con 
from  McDonald's,  which  until  a 
short  years  ago  barely  admitted  that 
competition  existed.  "We  got  a  little 
arrogant,"  concedes  Rensi. 
defensive  action.  That  arrogance 
McDonald's  dearly,  especially  in  pric 
After  hiking  prices  faster  than  infla 
through  the  second  half  of  the  19 
McDonald's  image  as  a  place  for  gi 
cheap  food  was  badly  eroded.  Then 
siCo's  Taco  Bell  chain  began  aggres^ 
ly  pushing  its  tacos  for  as  little  as 
and  McDonald's  looked  even  worse. 
Quinlan's  first  big  move  has  beei 
reverse  that  high-han 
pricing.  With  a  new  "v; 
menu,"  McDonald's  rece 
slashed  the  tab  about 
on  such  basics  as  che 


pizza  from  Little  Caesar's.  Dinner  is  the 
last,  best  opportunity  for  real  domestic 
growth:  McDonald's  currently  rings  up 
just  20%  or  so  of  sales  after  4  p.m. 

For  lifers  such  as  Quinlan,  who  start- 
ed in  the  mailroom  28  years  ago  (page 
117),  the  reinvention  of  McDonald's  and 
the  moves  away  from  the  Kroc  formula 
are  bound  to  be  wrenching.  But  don't 
tell  that  to  Quinlan.  "Ray  Kroc  would 
have  been  thrilled,"  he  says  of  his  pro- 
gram for  reform.  To  Quinlan,  it's  all  a 
necessary  adjustment  to  the  new  reality. 
"Our  competition  is  much  tougher,  no 
question  about  it,"  says  Quinlan.  "And 
not  just  in  numbers  but  in  quality." 
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burgers,  now  69$,  and  k 
Happy  Meals,  now  $1 
Those  sobering  moves  re 
sented  one  of  the  first  tii  «n« 
McDonald's  was  forced 
take  defensive  action  in 
sponse  to  competitors'  in 
tives.  "The  value  menu  m 
or  less  was  foisted  on  tl 
by  Taco  Bell  and  lesser 
gional  chains,"  says  Dj 
Christensen,  former  dire< 
of  national  operations  at 
Donald's.  But  early  rest  > 
are  encouraging:  Custoi 
counts  rose  strongly, 
sales  of  hamburgers 
cheeseburgers  jumped 
since  the  value  menu 
launched  in  early  1991. 

Problem  is,  the  rest 
rants  need  to  sell  an  aw 
lot  of  69$  cheeseburgers 
match  the  impressive  S£ 
levels  of  prior  years.  Jost 
S.  Casper,  a  licensee  with 


\ 


McDonald's  units  in  Tam 


says  the  value  menu 
further   price   cuts  h 
boosted  his  customer  cou 
by  15%.  But  overall  sales 
up  only  4%  to  5%,  and 
main  well  below  his  peak  results  in  1£ 
Profits,  too,  are  down  10%  to  15%.  W 
lower  prices,  high  volume  becomes 
the  more  imperative — and  that  has  so 
franchisees  even  more  worried  that 
the  new  products  may  slow  the  syst 
and  turn  off  customers.  "You  can 
take  any  slowdown  in  service,"  Cas 
warns. 

Despite  those  fears,  Quinlan  1 
launched  a  blitz  of  new  products 
procedures  in  McDonald's  kitchens, 
cater  to  the  nutrition-conscious,  McD 
aid's  last  spring  introduced  its  91%-J 
free  McLean  Deluxe  burger,  which  u 
a  seaweed  extract  to  help  replace 
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Reports  from  franchisees  indicate 
the  McLean  isn't  exactly  sizzling, 
the  sandwich  is  selling  better  than 
McDLT  it  replaced.  The  company  is 
leaning  toward  permanently  adding 
current  promotional  items,  chicken 
L,as  and  breakfast  burritos  with  eggs, 
i  of  which  franchisees  say  have  sold 
emely  well. 

uinlan  has  lots  of  other  ideas  under 
zhefs  hat.  Outlets  around  the  coun- 
are  experimenting  with  about  150 
is:  fruit  cups,  carrot  sticks,  blueber- 
nuffins,  lasagna,  oven-roasted  chick- 
lorn  on  the  cob.  Some  units  are  try- 
out  new  in-store  formats,  such  as 
service  cafeteria-style  counters.  In 
nt  years,  franchisees  have  embel- 
id  stores  with  their  own  flourishes, 
hicago  location  is  filled  with  rock  'n' 
memorabilia,  while  a  Wall  Street 
et  has  a  stock  ticker.  And  the  fast- 
1  king  is  testing  15  new  building  pro- 
pes,  from  drive-through-only  units  to 
is  that  could  be  built  in  small  towns. 
atever  it  takes.'  It's  a  far  cry  from 
by-the-book  days  when  Kroc  refused 
enew  one  operator's  license  in  large 
;  because  he  switched  to  serving 
si  from  the  company-mandated  Coca- 
i.  At  a  chain  that — to  paraphrase 
lry  Ford — would  give  you  any  kind 
sandwich  you  wanted  as  long  as  it 
:  two  all-beef  patties,  special  sauce, 
ace,  cheese,  pickles,  and  onions  on  a 
ime-seed  bun,  Quinlan  has  put  out  a 
r  message:  "Do  whatever  it  takes  to 
ce  a  customer  happy." 
o  now,  if  you  hate  pickles,  Quinlan 
its  pickle  removal  at  McDonald's  to 
a  speedy,  congenial  affair  instead  of 
'olonged  procedural  hassle.  And  rath- 
than  demanding  that  crew  members 
ere  to  strict  procedures  for  dealing 
h  every  eventuality,  such  as  asking  a 
nager's  permission  to  replace  a  cus- 
ler's  spilled  drink,  the  company  is  en- 
raging employee  initiative. 
IcDonald's  will  stick  with  its  core 
au,  systems,  and  even  decor.  But 
hin  the  basic  framework,  each  store 
rator  will  have  a  lot  more  leeway.  If 
new  culture  takes  hold,  there  soon 
y  be  no  such  thing  as  a  standard 
Donald's  outlet. 

'hat  could  end  up  diluting  McDonald's 
.nd  image.  Warns  Donald  N.  Smith,  a 
mer  top  McDonald's  manager  who 
is  the  Perkins  and  Friendly's  coffee- 
•p  chains:  At  a  "company  that's  made 
mark  by  consistency  and  execution  of 
single  system,"  too  much  latitude 
ong  the  franchised  U.  S.  units  "won't 
rk."  Other  competitors  agree.  "You 
/e  to  decide  if  you're  a  value  player  or 
you'll  offer  a  varied  menu.  I  think 
'se  things  are  in  direct  conflict  with 
:h  other,"  asserts  John  E.  Martin,  who 
chief  executive  crafted  Taco  Bell's 
dly  successful  value  strategy,  which 


Quinlan  defends  the  service  at 

McDonald's.  But  he  admits 
that  'customers'  perception  of 
us  could  be  better' 


offers  a  menu  of  26  items  at  99<t  or  less. 

Some  competitors  crow  that  the  strain 
of  doing  too  much  is  already  showing  on 
McDonald's.  "There  is  such  menu  diver- 
sification that  they've  impaired  their 
ability  to  execute  fast-food  fundamen- 
tals," says  Charles  Olcott,  a  former 
president  of  Burger  King  who  now  oper- 
ates six  Sonic  Drive-In  burger  restau- 
rants in  Florida.  Says  Bruce  Klein,  a 
former  McDonald's  operations  manager: 


"The  standards  at  McDonald's  have 
slipped."  Quinlan  says  he'll  stack  the  ef- 
ficiency of  McDonald's  against  any  ri- 
val's. But  he  admits  that  "customers' 
perception  of  us  could  be  better." 

For  their  part,  many  McDonald's  fran- 
chisees, who  had  chafed  as  the  likes  of 
Sonic  and  Taco  Bell  attacked  their  mar- 
ket, welcome  the  new  moves.  "They're 
taking  the  bull  by  the  horns,"  says  Rich- 
ard McCoy,  who,  with  a  partner,  oper- 
ates about  50  franchises  in  New  En- 
gland, New  York,  and  Bermuda. 

Given  McDonald's  legendary  determi- 
nation, its  ability  to  hammer  out  its  cur- 
rent problems  shouldn't  be  counted  out. 
In  the  early  days  of  the  fast-food  chain, 
for  example,  Kroc  couldn't  find  consis- 
tent supplies  of  potatoes  that  met  his 
standards  for  french  fries.  So  Kroc  and 
his  first  employees  developed  new  meth- 


THE  MAN  WHO'S  SHAKING 
THE  GOLDEN  ARCHES 


E; 


Ixecutives  at  McDonald's  Corp. 
like  to  boast  they  have  ketchup  in 
I  their  veins.  If  that's  so,  Michael 
R.  Quinlan  certainly  passes  the  tomato 
test.  A  native  of  Chicago's  West  Side, 
the  47-year-old  chairman  has  never 
worked  anyplace  but  Mickey  D's  since 
landing  there  at  19,  while  still  a  philos- 
ophy and  psychology  student  at  Loyola 


University.  Quinlan's  frat  brother — 
whose  mother  was  June  Martino,  Ray 
Kroc's  secretary  and  general  facto- 
tum— got  him  a  job  in  the  mailroom. 

The  young  Quinlan  caught  the  eye 
of  Kroc  and  then-Chairman  Fred  L. 
Turner.  Rising  fast,  Quinlan  was  run- 


ning the  Washington  (D.  C)  area,  the 
company's  largest,  by  age  28.  He  also 
found  time  to  pick  up  a  Loyola  MBA. 

By  1980,  at  35,  Quinlan  was  named 
president.  After  becoming  CEO  in  1987, 
he  aggressively  moved  McDonald's 
into  unlikely  locales — airports,  hospi- 
tals, even  museums.  In  1987,  he  also 
introduced  prepackaged  salads — which 
now  bring  in  about  7% 
of  restaurant  sales. 

Former  insiders  give 
Quinlan  high  marks  for 
persuasive  powers. 
Says  Daryl  Christensen, 
who  worked  with  Quin- 
lan when  he  was  Mc- 
Donald's national  direc- 
tor of  operations:  "He's 
very  effective  at  imbu- 
ing the  system  with  his 
thinking." 

Quinlan  does  the  im- 
buing through  a  mix- 
ture of  relentless  work 
and  regular-guy  hors- 
ing around.  On  a  recent 
trip  to  Kuala  Lumpur, 
he  quaffed  beers  with 
local  managers  until  3 
a.m.,  then  was  up  for  a 
7  a.m.  meeting.  At  com- 
pany picnics,  he's  a  will- 
ing victim  of  pie-throw- 
ing contests.  And  McDonald's  Senior 
Vice-President  Richard  G.  Starmann 
swears  Quinlan  "plays  a  mean  game  of 
poker."  That's  good.  He'll  have  to 
know  when  to  hold  'em  and  know  when 
to  fold  'em  in  the  tough  times  ahead. 

By  Lois  Therrien  in  Chicago 
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IF  A  CAR  COMPANY 

CAN  HAVE  A  SOUL, 
THIS  IS  OURS. 

BMW  INTRODUCES  THE  8-SERIES. 

Nothing  stirs  the  inventive  passion 
of  BMW  engineers  like  the  chance  to 
design  a  Grand  Touring  coupe.  A  car 
that  combines  style,  performance  and 
luxury  unrestrained  by  the  limitations 
of  mass  production.  As  evidence,  we 


proudly  unveil  the  BMW850i:  a  Grar 
Touring  coupe  so  advanced,  it  meril  ^ 
the  first  new  BMW  series  designatic  j 
in  over  thirteen  years. 

This  imposing,  immensely  strong 
4,123-pound  car  also  happens  to  b 
an  aerodynamic  marvel-registering 
a  scant  0.29  drag  coefficient  while 
maintaining  a  tenacious  hold  of  the 
road.  Inside,  the  850i  is  rich  in  leath(  - 
and  artfully  sculpted  from  door  to  ^ 
instrument  panel.  Its  new  technolog  : 


sibly  oriented  toward  safety  and 
nfort-from  a  new  seat-integrated 
I :  system  that  automatically  adjusts 
ji  he  height  of  the  driver;  to  a  voice- 
I  vated  cellular  telephone, 
jtnd  at  its  core  resides  a  296-hp 
P  that's  the  last  word  in  modern 
i  on  engine  technology.  Its  power; 
1  idled  by  a  four-speed  automatic 
fcx-speed  manual  gearbox,  is  wed 
:  i  patented  suspension  for  an  un- 
|  iled  ride.  Also  available  is  ASC+Y 


the  breakthrough  BMW  technology 
that  vastly  improves  the  car's  traction 
and  stability  in  all  weather 

The  new  BMW  flagship  is  predict- 
ably expensive.  It  is  also  predictably 
scarce.  Call  800-334-4BM  W  if  youd 
like  to  receive  information,  then  visit 
a  nearby  authorized  BMW  dealer  for 
a  close-up  view  of  the  new 
850i.  We  can  promise,  it  will  mj| 
be  very  good  for  your  soul. 
THE  ULTIMATE  DRIVING  MACHINE. 


ods  for  growing  and  storing  potatoes, 
then  taught  them  to  selected  suppliers. 
Similarly,  the  company  went  to  great 
lengths  in  the  1970s  to  launch  a  break- 
fast featuring  the  Egg  McMuffin.  It 
even  helped  pork  processors  develop 
equipment  to  make  round  slices  of  ba- 
con, instead  of  strips.  McDonald's  has 
one  of  the  most  success- 
ful breakfast  businesses 
of  any  fast-food  chain. 
special  meal.  McDon- 
ald's will  now  have  to 
pull  off  a  similar  trick 
for  dinner.  But  that 
task  makes  breakfast 
look  like  a  cakewalk,  as 
competitors  who  have 
tried  admit.  "Dinner  is  a 
challenge  to  all  of  us, 
and  none  of  us  have 
thrown  a  six  on  the 
dice,"  says  Barry  J.  Gib 


INTERNATIONAL 
IS  THRIVING 
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bons,  chief  executive  of  Burger  King. 
Even  top  insiders  admit  that  McDonald's 
will  have  a  hard  time  persuading  many 
Americans  to  stop  by  for  dinner.  "Can 
we  do  it?  I  don't  know,"  says  Quinlan. 
"Do  I  think  so?  Yes." 

Unlike  lunch,  where  speed  and  conve- 
nience are  primary  concerns,  a  dinner 
out  is  more  of  an  event,  a  destination. 
Diners  often  want  full- 
course  meals  with  table 
service,  and  maybe 
even  a  cocktail  or  two. 
"People's  expectations 
at  dinner  are  totally  dif- 
ferent than  at  lunch," 
says  Norman  K.  Ste- 
vens, the  former  mar- 
keting chief  for  Har- 
Quinlan  won't 
out  complete 
or  even  table- 
and  candles — at 
McDonald's? — but  says 
he  has  no  plans  to  add 
liquor  or  waiters. 

Big  Mac's  moves  into 
dinner  mean  moving 
away  from  its  signature 
product — hamburgers — 
and  into  less-familiar 
terrain.  "If  they  do  it 
one  by  one,  they  leave 
themselves  open  to  retaliation  by  special- 
ists," such  as  Pizza  Hut  or  Domino's, 
says  Jay  Pearlstein,  restaurant  analyst 
for  Loomis  Sayles  &  Co.,  which  owns  1.3 
million  McDonald's  shares.  So  instead  of 
promoting  one  item  for  dinner,  the  com- 
pany plans  to  package  a  number  of 
foods  and  roll  them  out  as  a  separate 
dinner  menu,  probably  including  such  of- 
ferings as  roast  chicken  and  spaghetti 
with  meatballs.  The  earliest  date  of  a 
rollout  for  dinner  is  1993. 


To  make  it  work,  the  fast-food  giant  is 
bringing  to  bear  all  of  its  formidable 
knowhow  in  product  development,  tech- 
nology, and  marketing.  Take  pizza.  Mc- 
Donald's has  been  working  to  develop  its 
own  version  for  nearly  10  years  now. 
Because  its  strength  is  selling  products 
that  can  be  held  in  one  hand,  the  chain 
developed  a  calzone- 
style  pizza  that  it  intro- 
duced in  1985.  Since  cal- 
zone,  a  small  pie  with  a 
crust  enclosing  a  filling, 
isn't  what  most  Ameri- 
cans regard  as  pizza,  it 
bombed. 

So  the  fast-food 
champ  went  back  to  the 
kitchen.  It  is  now  test- 
ing both  large  pies  and 
single-serving  mini- 
pizzas  in  some  500  res- 
taurants. To  keep  cus- 
tomer waits  to  a  minimum,  it  has 
invented  an  oven  that  can  cook  the  pies 
in  under  five  minutes.  Still,  a  national 
rollout  isn't  scheduled  yet. 

In  other  cases,  McDonald's  depends 
on  the  expertise  of  its  suppliers.  Key- 
stone Foods  Inc.  rejiggered  an  Auburn 
University-developed  recipe  for  a  low-fat 
burger  into  the  McLean  Deluxe.  The 
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S TESTING  CHICKEN  FAJITAS:  McDONALD'S  KITCHENS  ARE 
DEVELOPING  MORE  THAN  150  NEW  MENU  ITEMS 


supplier  also  persuaded  McDonald's  to 
take  a  run  at  ethnic  foods  with  the  chick- 
en fajitas  it  developed. 

Fitting  chicken  fajitas  into  McDon- 
ald's backroom  operations  without  slow- 
ing service  took  little  effort.  The  chicken 
arrives  precooked  and  requires  only 
some  heating  before  being  served.  The 
fajitas  have  sold  well  overall,  though 
some  consumers  are  less  than  enthusias- 
tic. "The  Mexican  food  is  not  very  good. 
I  stick  to  the  hamburgers,"  says  Robin 


St.  Louis,  who  takes  her  children 
McDonald's  near  Palm  Desert,  C 
about  once  a  month. 

Adding  such  dinner  items  as  spag 
and  meatballs  could  be  a  much  bi 
headache  than  serving  up  fajitas.  Y\ 
will  have  to  be  boiled,  sauces  and  i 
kept  fresh  and  hot,  and  portion  co 
mastered  for  a  meal  that  can'1 
wrapped  neatly  in  paper.  In  tests,  { 
now  arrives  partly  cooked  at  the  re; 
rant,  where  single  servings  are  plac 
containers  for  final  boiling. 

Technology  will  be  vital  to  makin 
operating  system  more  flexible, 
company  is  developing  new  "sta 
equipment,  which  allows  the  resta 
crews  to  prepare  parts  of  a  sandwi 
other  product  ahead  of  time  and 
them  for  short  periods.  Although 
company  is  sketchy  with  details,  t| 
high-tech  storage  containers  migh 
able  to  keep  toasted  buns  warm  witl 
drying  them  out,  or  keep  cooked 
sage  hot  and  moist.  The  $30,000  sys 
is  being  tested  at  breakfast  in  a 
units.  If  it  irons  out  the  kinks,  the  d 
hopes  to  install  the  system  in  all  res 
rants  by  1994.  It's  also  testing  r 
drink  machines  and  french-fry  makd 
ad  blitz.  New  technology  is  just  a 
however,  in  McDonald's  broader  ei 
to  improve  custo 
service.    In  ano 
break  with  its  princi 
of  standardizat 
Quinlan  has  askedj 
ery  restaurant  to 
lyze  its  customers' 
pectations,  and  t 
customize  their  resp 
es  to  the  local  mar 
As  a  result,  indivij 
initiatives,  such  as 
ting  children  make  t 
own   yogurt  cones 
posting  doormen  at 
trances,  are  popping 
To  drive  this  f< 
home  to  consumers, 
company  has  sta 
airing  TV  commer 
starring  real  crew 
bers    who  pro 
"Whatever   it  ta 
That's  McDonald's 


day."  That's  a  considerably  more  hi 
hitting  message  than  last  year's  "Ffl 
Folks,  and  Fun"  campaign,  which 
in  the  ad  industry  say  misfired  beca 
it  failed  to  focus  on  price  and  servici 
McDonald's  will  launch  a  major! 
blitz  when  its  dinner  strategy  is  ref 
The  chain's  marketing  muscle  is  fol 
dable:  Its  ad  and  promotion  budget  oj 
billion  "is  bigger  than  the  annual  r| 
nues  of  most  of  their  competitors, 
an  ex-McDonald's  franchisee.  Adds 
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Dow  has  a  brighter  future  zipped  up  tight. 


A  company  doesn't  grow  to  over  17 
billion  dollars  without  learning  to  man- 
age risk.  Without  recognizing  that  a  sunny 
future  isn't  always  in  the  bag. 

The  Dow  Chemical  Company  finances 
some  of  its  growth  with  short-term  commer- 
cial paper.  They  need  to  limit  their  exposure 
to  interest  rate  rises.  Like  a  lot  of  smart  com- 
panies, they  use  futures  and  options  on  j*** 
I  he  Chic  ago  Mercantile  Exchange  to 
manage  interest  rate  risk.  Hedging  SSSS 


interest  rates  in  times  like  these  can  make  a 
big  difference  in  your  borrowing  costs.  And 
you  don't  have  to  be  a  billion  dollar  company 
to  do  it. 

Soon,  the  Chicago  Mercantile  Exchange 
will  trade  interest  rate  futures  and  options 
nearly  24  hours  a  day.  Afterhours  trades  will 
be  through  GLQBEX™  the  worldwide,  com- 
ix puter-based  electronic  marketplace.  Look 
»m  into  futures  and  options  at  the  CME.  We 
fSS     help  smart  businesses  manage  risk. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market  "  Index  and  Option  Market 


1-800-331-3332  (N.  America  Toll  Free) 


The  Exchange  of  Ideas 

071-920-0722  (London) 


03-3595-2251  (Tokyo) 


mer  Shakey's  Pizza  President  Donald  I. 
Smith,  who  teaches  a  fast-food-ehain 
management  course  at  Washington 
State  University  in  Pullman,  Wash.: 
"The  guy  who  controls  advertising  con- 
trols the  consumer's  mind." 

So  what  do  the  customers  think? 
Some  families  with  small  children,  who 
make  up  a  huge  proportion  of  the  pa- 
trons at  McDonald's,  find  the  prospect 


of  dinner  appealing.  Carolyn  Snodgrass, 
a  pension-fund  consultant  in  San  Fran- 
cisco, takes  her  2V,2-year-old  son,  Mi- 
chael, to  McDonald's  about  once  a  week. 
"I  would  be  more  apt  to  bring  him  [for 
dinner]  if  they  had  a  more  varied  menu," 
she  says.  But  Mark  Fuller,  a  Chicago 
money  manager  and  father  of  three  chil- 
dren under  age  6,  says:  "It's  going  to  be 
very  difficult  to  convince  people  like  me 


they  can  do  a  better  job  with  pasta 
chicken  than  [restaurants  such  as] 
Fridays." 

For  Quinlan  and  McDonald's,  persi 
ing  consumers  such  as  Fuller  to  try 
new  McDonald's  is  crucial  to  the  corr 
ny's  domestic  growth.  And  the  only  \ 
to  do  that,  it  seems,  is  to  abandon  m 
of  what  worked  so  well  in  the  past. 
By  Lois  Therrien  in  Oak  Brook, 


THE  UPSTARTS  TEACHING  McDONALD'S  A  THING  OR  TWO 


L 


imited  menu.  Low 
prices.  Fast  service. 
iThat  was  the  formu- 
la the  McDonald  brothers 
sold  to  Ray  Kroc  in  the 
'50s.  It  worked  brilliantly 
then.  It  still  does,  as  a 
number  of  McDonald's 
Corp.  competitors  are 
proving  (table).  PepsiCo 
Inc.'s  Taco  Bell  has  taken 
the  mantra  of  "feed  'em 
fast  and  cheap"  to  heart. 
So  have  lesser-known  Ral- 
ly's, Sbarro,  and  Subway 
Sandwiches — singled  out 
by  restaurant  consultant 
Technomic  Inc.  as  among 
the  fastest  growing 
chains  in  1990.  And  these  rivals  have 
won  the  grudging  respect  of  the  mas- 
ters themselves.  "Those  guys  handed 
us  our  lunch,"  concedes  Joseph  S.  Cas- 
per, a  29-unit  McDonald's  franchisee  in 
Tampa.  "They  taught  us  the  [fast-food] 
game  again." 

taco-making  robots.  Although  each 
brings  its  own  twist  to  Kroc's  concept, 
these  chains  share  certain  principles: 
They  usually  keep 
buildings  and  seating 
capacity  small.  They 
specialize  in  one  style 
of  food — Mexican  at 
Taco  Bell,  for  instance, 
or  Italian  at  Sbarro 
Inc.  And  they  never 
forget  the  first  word  in 
fast  food  is  fast.  "We 
felt  some  of  the  tradi- 
tional fast-feeders 
moved  away  from 
what  the  segment 
wanted,"  says  Wayne 
M.  Albritton,  president 
of  Rally's  Inc.,  a  327- 
unit  burger  chain. 
"That's  why  we're  in 
existence."  Rally's 
sells  cheap  burgers  ex- 
clusively to  motorists 
through  drive-through 


CHEAP  DOGS  AND  FAST  CARHOPS:  SONIC'S  1991  SALES  SHOULD  BE  UP  13% 


FAST-FOOD 
FAST-TRACKERS 

Fast-growing  chains,  with  estimated 
systemwide  1991  sales  (in  millions) 

TACO  BELL 

Mexican  food 
for  less 


SUBWAY 

Deli-style  subs 


SONIC  DRIVE-INS 

Fifties-style  ambience 


SBARRO 

Italian  food  fast 


RALLY'S 

Burgers  a  la 
double  drive-through 


DATA:  COMPANY  REPORTS,  ALEX  BROWN  &  CO 
EQUITABLE  SECURITIES  CORP. 


windows  on  either  side  of  each  outlet. 

Some  of  these  fast-food  whizzes 
have  required  extensive  makeovers.  In 
the  mid-1980s,  Taco  Bell  began  shifting 
as  much  food  preparation  to  outside 
suppliers  as  possible,  slicing  15  man- 
hours  of  work  a  day  from  every  outlet 
and  reducing  kitchen  space  from  70% 
to  30%  of  a  typical  building.  It  also 
slashed  prices  on  a  core  menu.  Result: 
Sixty  percent  more 
customers  are  eating 
at  Taco  Bell  than  three 
years  ago,  pushing  up 
systemwide  sales  63%, 
to  an  estimated  $2.6 
billion  in  1991.  To  cut 
costs  further,  the  com- 
pany is  testing  taco- 
making  robots. 

But  don't  expect  to 
see  robots  replace  the 
carhops  at  Sonic 
Corp.'s  1,150  drive-ins. 
After  arriving  in  1983, 
Chief  Executive  C.  Ste- 
phen Lynn,  a  former 
Kentucky  Fried  Chick- 
en Corp.  executive,  cre- 
ated a  standard  menu 
around  such  1950s  fare 
as  chili  dogs,  cherry 
limeades,  and  onion 


$2,600 


1,400 


515 


277 


216 


rings,  all  priced  abo 
10%  lower  than  the  coi 
petition.  He  featured  fa 
carhop  service  and  ev 
hired  '50s  idol  Frankie  A 
alon  to  plug  the  32-ye; 
old  chain.  Sonic's  sarr 
store  sales  growth  h 
averaged  11.3%  for 
quarters.  In  fiscal  19£ 
sales  for  franchised  ai 
company-owned  uni 
should  rise  13%,  to  $5 
million. 

MALL   FALLOFF.  SubWi 

and  Sbarro  have  al 
shifted  into  high  gear 
catch  the  burger-wear 
Privately  held  Subwa 
which  specializes  in  sandwiches  mai 
with  bread  baked  daily  at  each  outk 
has  been  attracting  franchisees,  than! 
to  a  startup  cost  of  $75,000,  compari 
with  $1.6  million  for  McDonald's.  Su 
way  has  5,595  units  in  the  U.  S., 
from  1,000  five  years  ago.  Family-n 
Sbarro  has  recently  been  boostir 
units  by  20%  a  year.  Descended  from 
Brooklyn  sahimeria,  or  Italian  de 
Sbarro  serves  up  lasagna,  pizza,  ai 
other  dishes,  mostly  in  shopping  mal 
Still,  the  Ray  Kroc  wannabes  haver 
escaped  all  the  perils  of  the  busine; 
Hurt  by  the  slump  in  mall  shoppin 
Sbarro's  first-half  sales  for  establish 
outlets  fell  4%.  With  its  low-price  edj 
now  matched  by  the  discounted  vali 
menus  of  McDonald's  and  others,  firs 
half  net  income  at  Rally's  fell  slightl 
to  $2.3  million.  Double-drive- throuj 
burger  chains  such  as  Rally's  are  p£ 
ticularly  vulnerable.  Says  Technorr 
President  Ronald  N.  Paul:  "The  on 
thing  they  offer  is  price.  If  they  g 
anywhere  near  successful,  McDonalc 
and  Burger  King  can  stamp  them  out 

Stamping  out  the  entire  swarm 
competitors,  though,  is  impossible.  Tl 
fast-food  customer  never  had  it  : 
good — and  the  fast-food  giants  nev 
had  it  so  tough. 

By  Lois  Therrien  in  Chica. 
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CREDIT  CARDS 


BEHIND  THE  BOMBSHELL 
FROM  AMEX 


at  b  a  i 


Some  of  those  reliable  'members'  proved  undependable  when  they  became  Optima  cardholders 


as  ven 


ig  write-offs  at  Shearson  Lehman 
Brothers  Inc.  Huge  loan  losses  at 
Boston  Co.  A  disinformation  cam- 
paign against  a  rival.  In  recent  years, 
American  Express  Co.  and  its  subsidiar- 
ies, once  a  smoothly  oiled  machine  that 
could  do  no  wrong,  have  been  sullied  by 
a  long  string  of  setbacks  and  embarrass- 
ments. Yet  Wall  Street  was  always  will- 
ing to  give  the  company  one  more 
chance.  The  high-margin  sizzle  of  its  ba- 
sic green,  gold,  and  platinum  card  busi- 
ness always  offset  the  bad  news. 

No  more.  On  Oct.  2, 
Am  Ex  dropped  a  bomb- 
shell that  stunned  in- 
vestors, outraged  ana- 
lysts, sent  credit 
agencies  back  to  their 
spreadsheets,  and  gen- 
erally created  a  yawn- 
ing credibility  gap.  With 
virtually  no  warning, 
the  company  announced 
serious  troubles  with  its 
Optima  card,  previously 
regarded  as  one  of 
Amex'  biggest  success- 
es. In  the  second  quar- 
ter, Optima's  charge- 
offs,  accounts  not  paid 
after  180  days,  soared 
to  about  8%,  twice  the 
average  bank-card  rate 
of  A'/r  (page  125). 
first  loss.  As  a  result, 
AmEx'  flagship  Travel 
Related  Services  unit 
will  take  a  $265  million 
earnings  hit  in  the  third 
quarter,  $155  million  re- 
lated to  unexpected 
write-offs  at  Optima 
and  a  $110  million 
charge  for  restructur- 
ing TRS.  TRS  will  report 
a  deficit  of  $50  million 
to  $75  million,  the  first 
loss  ever  for  what  has 
long  been  the  compa- 
ny's cash  machine. 
AmEx,  according  to 
Dean  Witter  Financial 


Services  Inc.  analyst  Michael  Lewis,  is 
expected  to  report  a  fourth-quarter 
charge-off,  in  part  related  to  Optima,  of 
$275  million,  $125  million  more  than  the 
usual  routine  bad-debt  write-offs. 

But  that  was  only  part  of  the  bad 
news.  AmEx  has  hired  a  law  firm  and 
assembled  its  own  task  force  to  investi- 
gate whether  employees  at  its  Jackson- 
ville (Fla.)  operations  office  deliberately 
misclassified  or  falsified  accounts  to  cov- 
er up  ballooning  Optima  defaults  and 
disguise  heavy  losses.  Two  midlevel  em- 
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AMEX1  CASH  MACHINE  IS  SLOWING  DOWN 
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ployees  have  already  resigned,  and  m 
may  follow  shortly.  The  probe,  whicl 
to  be  completed  by  Oct.  18,  is  trying 
determine  whether  any  members  of 
tima's  senior  management  in  New  Y< 
participated  in  hiding  the  losses 
Federal  Deposit  Insurance  Corp.  is  a  \\ 
looking  into  Optima's  problems,  si: 
AmEx'  Centurion  Bank,  the  New; 
(Del.)  unit  that  issues  Optima  cards,  s 
mitted  inaccurate  filings  to  the  FI 
which  it  has  had  to  amend. 
Newly  skeptical  analysts  are  tak 
fresh  looks  at  TRS. 
over  3  million  cards  (Misr 
standing,  Optima  is  jH..* . 
a  small  part  of  Ami  ; 
36.6  million-card  emp  L 
But  analysts  are  qu  | 
tioning  whether 
earnings  numbers  - 
AmEx'  green,  gold,  i 
platinum  card  busin 
are  reliable.  Some  f  I 
more  unpleasant  s 
prises  lie  ahead.  Th 
are  many  signs  tl 
trs'  profits  face  a  lo: 
term  decline,  or  at  le 
stagnation.  A  big 
son  is  unrest  amo 
merchants  against  h 
fees,  the  mainstay 
AmEx'  business,  wh 
is  spreading  from  r 
taurants  to  hotels 
der  fierce  competit 
from  other  cards 
AmEx  card  has  bt 
gradually  losing 
vaunted  cachet.  Grov 
in  membership  has  bt 
slowing  sharply  (chai 
"We're  not  seei 
any  deterioration  in  1 
basic  card  business," 
a  result  of  Optim 
troubles,   says  Harv 
Golub,   AmEx'  pre 
dent.  Golub  was  rece 
ly  put  in  charge  of  T 
Edwin  M.  Cooperm 
and  G.  Richard  Tl 


91  '92 
— EST— 
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the  two  co-CEOs  of  TRS,  are 
■ting  to  him  instead  of  to  CEO 
s  D.  Robinson  III. 
;o  dangerous  to  AmEx  is  the 
)  disenchantment  with  the 
any  among  once-loyal  securi- 
analysts.  One  example  is  a 
>rous  conference  call  on  Oct. 
tween  analysts  and  several 
x  officials.  When  AmEx  said 
is  scaling  back  its  merchan- 
y  division  because  it  wasn't 
ng  money,  analysts  pointed 
hat  in  a  meeting  two  years 
the  company  said  the  busi- 
was  very  profitable.  They 
ed  out  that  AmEx  bragged 
jing  the  largest  seller  of  luggage 
bigger  than  L.  L.  Bean  Inc.  in  the 
t-mail  business.  "They  said:  'We 
r  said  that,'  "  says  one  analyst.  "It 
appalling."  An  AmEx  spokesman 
the  conversation  was  a  simple  mis- 
rstanding.  Michael  Lewis  at  Dean 
er  puts  the  problem  this  way: 


"There  has  been  a  shortfall  on  the  part 
of  management  to  fully  disclose  all  ele- 
ments of  developments  on  an  orderly 
and  timely  basis." 

The  merchandising  operation  is  small 
change  compared  with  the  Optima  deba- 
cle. The  card  has  had  a  history  of  contro- 
versy. Before  it  was  launched  in  1987, 


during  former  ceo  Louis  V. 
Gerstner  Jr.'s  tenure,  two  camps 
within  AmEx  fought  over  whether 
it  was  a  wise  move.  "I  was  op- 
posed to  Optima  from  the  very  be- 
ginning because  it  denigrated  the 
prestige  of  the  AmEx  card,"  says 
one  former  employee. 

However,  the  seemingly  guar- 
anteed profits  in  the  credit-card 
business  proved  irresistible.  Pro- 
jections for  Optima's  profitability 
were  mouthwatering.  By  charging 
a  $15  annual  fee  and  a  low  inter- 
est rate,  AmEx  reasoned,  Optima 
could  walk  away  with  bank-card 
business.  Best  of  all,  only  AmEx 
cardholders — the  most  affluent  slice  of 
the  card  market — could  qualify  for  an 
Optima  card.  That  meant  few  deadbeats 
would  mar  the  Optima  roster. 

This  bullish  view  prevailed  outside  of 
AmEx  as  well.  When  Optima's  early 
charge-off  numbers  turned  out  to  be  un- 
usually high,  analysts  said  it  was  tempo- 


HOW  OTHER  CREDIT  CARDS  DODGED  A  BUL1ET 


s  the  recession  settled  in  late  last 
year,  credit-card  issuers  began  to 
see  signs  of  trouble.  Unemploy- 
it  was  rising,  households  became 
eezed,  and  debt  payments  grew  late, 
dit-card  delinquencies,  a  leading  indi- 
ff  of  industry  troubles,  ballooned  to 
'X  highest  levels  in  four  years,  and 
e-robust  card  profits  began  to  wane, 
'et  when  American  Express  Co.  drew 
dlines  with  its  disclosure  of  problems 
ts  Optima  card,  partly  because  of  a 
je  8%  charge-off  rate,  twice 
average  for  bank  cards, 
er  card  issuers  took  the 
fs  calmly.  Not  only  do  they 
no  problems  of  that  mag- 
lde  with  their  cardholders 
.  they  see  indications  of  a 
overy.  In  the  second  quar- 
,  credit-card  delinquen- 
s — when  payments  are 
re  than  30  days  late — de- 
ted  to  4.48%  of  total  receiv- 
es, vs.  4.55%  for  the  previ- 
;  quarter. 

PENSIVE     ACTION.  That 

isn't  mean  it's  back  to  the 
ivy-spending  days  of  the  1980s,  when 
dit-card  profits  were  at  a  high.  Even 
;he  economy  recovers,  consumers  are 
jected  to  spend  less.  Many  are  reduc- 
their  outstanding  balances.  "The 
>wth  in  outstandings  will  be  under 
1o  for  1991,  vs.  a  15.6%  growth  for  Visa 
I  MasterCard  in  1990,"  says  David 
bertson,  president  of  The  Nilson  Re- 
rt,  a  Santa  Monica  (Calif.)  newsletter 
it  tracks  the  card  industry. 


While  American  Express  only  recently 
discovered  Optima's  problems,  bank-card 
issuers  began  taking  defensive  actions 
as  soon  as  the  recession  started.  When 
their  real  estate  portfolios  came  under 
scrutiny  from  regulators,  banks  began  to 
suspect  that  consumer-loan  portfolios 
might  get  the  same  treatment,  and  they 
tightened  consumer-lending  standards. 

First  Chicago  Corp.  took  especially 
drastic  action  to  clean  up  its  consumer- 
loan  portfolio.  In  the  fall  of  1990,  the 
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bank  accelerated  its  review  of  300,000 
cardholder  accounts  in  nine  Northeastern 
states.  The  result:  It  reduced  1,000  credit 
lines  and  closed  almost  8,000  accounts. 

Many  bank  issuers  have  cut  back  on 
promotional  efforts.  That  has  meant  few- 
er new  card  customers,  who  historically 
have  been  the  worst  credit  risks.  "Issu- 
ers are  spending  more  time  and  money 
on  retaining  customers,"  declares  J.  Wil- 
liam Bowen,  managing  vice-president  of 


First  Manhattan  Consulting  Group. 

Some  newer  entrants  into  the  card 
market  have  found  ways  to  recruit  cus- 
tomers even  during  the  recession.  Their 
strategy  is  to  target  only  the  most 
creditworthy  customers.  By  waiving  the 
annual  fee  for  life,  American  Telephone 
&  Telegraph  Co.  was  able  to  issue  8.5 
million  Universal  cards  in  the  program's 
first  year.  Although  many  of  the  card's 
new  customers  came  from  more  estab- 
lished card  companies,  their  late  pay- 
ments are  a  fraction  of  com- 
petitors', roughly  1%  of 
outstandings.  The  card,  it 
turns  out,  has  a  unique  advan- 
tage: Its  cardholders  are  very 
eager  to  pay  off  bills  prompt- 
ly. "They're  afraid  their  phone 
will  be  shut  off,"  says  Paul  G. 
Kahn,  head  of  the  Universal 
card  program. 

The  Discover  card,  which 
Sears,  Roebuck  &  Co.  is  ag- 
gressively promoting,  is  also 
experiencing  lower-than-aver- 
age  delinquencies.  That's  be- 
cause Sears  chose  many  cus- 
tomers from  store  credit-card  holders. 
"We  had  a  large  pool  of  good  people 
with  known  credit  histories  to  pull 
from,"  says  William  L.  Hodges,  Discov- 
ers senior  vice-president  for  marketing. 

That,  of  course,  was  what  American 
Express  thought  when  it  began  pushing 
Optima.  AmEx'  competitors  have  their 
fingers  crossed  that  their  customers 
won't  come  up  with  a  similar  surprise. 
By  Suzanne  Woolley  in  New  York 
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rary.  an  "'immature  portiolio  that 
would  quickly  ripen  with  age.  Earlier 
this  year,  there  was  even  widespread 
speculation  that  AmEx  would  start  issu- 
ing Optima  cards  to  non-AmEx  card 
holders,  which  was  greeted  as  just  one 
more  indication  of  its  success. 

What  went  wrong?  AmEx  is  trying  to 
figure  that  out.  Rivals  theorize  that 
while  AmEx  cardholders  paid  their 
AmEx  bills  like  clockwork  even'  month, 
these  privileged  members  were  more  of- 
ten delinquent  when  it  came  to  shelling 
out  for  their  Optima  bills.  AmEx.  com- 
petitors say.  hadn't  anticipated  that  card 
holders  would  use  the  two  cards  differ- 
ently. Holders  of  the  AmEx  card,  which 
is  not  a  credit  card  but  a  charge  card, 
use  it  mainly  for  business  expenses,  for 
which  their  employers  reimburse  them. 
But  when  they  buy  a  sofa,  they  use  their 
Optima  card.  "When  it  came  to  manag- 
ing a  credit-card  business,  they  were 
babes  in  the  woods."  crows  Brad  Mor- 
gan, executive  vicepresident  for  market- 
ing and  sales  at  Visa. 

But  this  doesn't  explain  why  the  surge 
in  delinquencies  was  such  a  surprise  to 
AmEx'  top  management.  Golub  says 
midlevel  employees  in  Jacksonville  may 
not  have  written  off  delinquent  accounts 
promptly,  which  resulted  in  AmEx  rely- 
ing on  inaccurate  information. 
bad  timing.  One  AmEx  official  says  the 
company  isn't  sure  about  the  employees' 
motivations.  But  observers  have  some 
theories.  "It  appeal's  management  at  the 
Jacksonville  center  was  protecting  their 
results."  says  Richard  Schmidt,  analyst 
at  Standard  &  Poor's  Corp.  Schmidt 
doesn't  believe  monetary  gain  was  in- 
volved. "You'll  see  managers  at  the 
branch-office  level  fudge  on  their  num- 
bers because  better  times  will  come. 
People  are  deathly  afraid  of  reporting 
numbers  that  are  way  out  of  whack." 
One  former  employee  believes  that  man- 
agement in  New  York  was  really  respon- 
sible and  is  unfairly  making  scapegoats 
of  Jacksonville  managers.  Whatever  the 
case.  AmEx  is  reconsidering  its  entire 
Optima  strategy.  At  the  very  least. 
AmEx  is  expected  to  raise  interest  rates 
on  the  credit  card. 

The  Optima  mess  blew  up  just  as 
AmEx  was  starting  to  clean  itself  up. 
Shearson.  until  recently  AmEx's  biggest 
problem  child,  is  climbing  out  of  the  cel- 
lar and  is  expected  to  have  a  robust 
third  quarter. 

Nevertheless.  Optima  and  TRS's  prob- 
lems strike  at  the  heart  of  the  company. 
Until  now.  it  was  the  dependable  cash 
flow  from  TRS  that  let  AmEx  weather 
storms  such  as  the  one  at  Shearson. 
Now  .  with  TRS  operating  in  the  red. 
AmEx's  margin  for  error  has  shrunk. 
By  Leah.  Xatkans  Spiro  in  New  York 
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AH,  MR.  LEVINE, 
YOUR  USUAL  HOT  SEAT? 


His  post-prison  career  is  a  morass  of  accusations  and  missteps 


Few  felons  have  interpreted  the 
term  "second  chance"  as  literally 
as  has  Dennis  Levine.  After  his  re 
lease  from  federal  prison  in  Pennsylva- 
nia in  the  fall  of  198*.  Levine  returned  to 
his  Park  Avenue  apartment,  put  on  the 
same  Si. 000  suits  and  the  same  million- 
dollar  smile,  and  reentered  the  same  ba- 
sic business  in  which,  by  his  own  admis- 
sion, he  had  traded  on  inside  information 
for  much  of  his  Wall  Street  career.  "I'm 
a  New  York  guy."  explains  Levine.  "and 
I  love  the  deal  business." 

As  a  convicted  felon.  Levine.  now  39. 
is  barred  for  life  from  associating  with 
any  registered  broker-dealer  in  securi- 
ties. His  old  firm.  Drexel  Bumham  Lam- 
bert Inc..  is  in  Chapter  11.  But  nothing 
prevents  the  former  mergers-and-aequi- 
sitions  banker  from  selling  financial  ad- 
vice, and  so  in  1989  he  set  up  Adasar 
Group  Inc.  In  naming  the  new  firm  after 


his  young  son.  Adam,  and  daughter,  i 
rah.  Levine  added  a  sentimental  touch 
the  launching  of  what  has  proved  a  vt 
problematic  business  venture. 

In  late  September.  Adasar  Financ 
was  sued  for  $20  million  in  damages 
two  small-time  California  real  estate 
velopers  who  contend  that  Levine 
frauded  them  of  $400,000.  The  laws 
was  the  second  blow  of  a  punishing  oi 
two  punch  of  bad  publicity.  The  previo  j 
week.  60  Minutes  aired  an  interview 
which  a  visibly  stunned  Levine  was  a 
bushed  with  accusations  made  by 
same  developers.  Adding  to  its  devast  L 
ing  effect,  the  program  appeared  t 
night  before  Levine  began  a  natior 
tour  to  promote  his  book.  Inside  Oi  j 
An  Insider's  Account  of  Wall  Street 

Levine  responded  to  the  charges  . 
verbally  counterpunching  his  way  aero  ■ 
the  country.  In  support  of  his  protesi  \ 
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Three  reasons  to 
buy  Windows  in  a 
hardware  store. 


Get  an  integrated  Windows  computing  solution  that's 
ready-to-run  with  Microsoft®  Windows™  applications. 

Get  on-site  service,  support  and  training  now  and 
in  the  future. 


Get  a  $50  rebate  with  every  Microsoft  Windows 
computing  solution  you  buy. 


If  you're  in  the  market  for  a  new  Windows 
nputing  solution,  select  Microsoft  dealers  can 
wide  the  one-stop  shopping  you  need. 

You  see,  your  Microsoft  dealer  will  make 
•e  you  buy  the  right  hardware  to  run  Windows, 
d  he'll  provide  applications  from  our  complete 
nily  of  integrated  Windows  software  like 
crosoft®  Excel  for  Windows™  and  Microsoft" 
)rd  for  Windows  "— the  first  name  in  spread- 
iet  and  word  processing  programs. 

He  can  also  install  your  Microsoft  Windows 
plications  on  your  new  PCs.  And  provide  a 


variety  of  ongoing  services  and  support* 

Now  buying  a  new,  fully-integrated  Windows 
computing  solution  makes  even  more  business  sense: 
Save  up  to  $1,000  on  your  hardware  and  software 
purchases! 

Get  a  ready-to-run  Windows  computing  solution 
from  select  Microsoft  dealers  near  you. 

For  your  dealer's  name  and  your  rebate 
certificate,  call  (800)  992-3675,  Dept.  V83. 

Microsoft 


B*Not  all  dealers  offer  installation,  support  and  training.  Additional  dealer  charges  may  apply.  'Rebates  limited  to  $1,000  per  company.  Offer  valid  until  12/31/91. 
.  Offer  good  only  in  the  50  United  States.  ©  1991  Microsoft  Corporation.  All  rights  reserved.  For  information  only,  in  Canada,  call  (416)  568-3503.  Outside  North 
SEsl  America,  call  (206)  936-8661.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation. 
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tions  of  innocence,  the  embattled  former 
felon  provided  BUSINESS  WEEK  with  a  vo- 
luminous file  of  paperwork  generated  by 
his  dealings  with  the  developers,  Thom- 
as Brechtel  and  Randy  Jochim.  The  doc- 
uments supplied  by  Levine  include  all  of 
those  attached  to  the  complaint  filed  in 
court  by  the  aggrieved  developers  plus 
many,  many  more. 

The  picture  of  Levine  that  emerges 
from  this  documentary  trove  is  of  an 
adviser  long  on  enthusiasm  and  short  on 
judgment.  But  was  Levine  in  league 
with  the  allegedly  bogus  financiers  in 
Panama  and  Florida  to  whom  he  intro- 
duced clients?  A  definitive  answer 
awaits  the  completion  of  investigations 
of  those  financiers  by  U.  S.  authorities. 
However,  the  available  evidence 
suggests  that  Levine's  second  ca- 
reer has  descended  into  farce,  not 
fraud.  His  dealings  with  the  Cali- 
fornia duo — dealings  that  netted 
him,  minus  expenses,  a  mere 
$20,000— make  for  a  tale  of  low  fi- 
nance in  tropical  places,  an  opera 
buffa  for  an  age  of  crunched  credit. 
scramble  for  cash.  Our  story  be- 
gins in  February.  1990,  with  Le- 
vine's first  trip  to  Panama.  He  ac- 
companied an  American  software 
entrepreneur  who  had  already  been 
to  Panama  once  and  was  returning 
to  negotiate  a  financing  with  Mor- 
gan Gundy  International,  an  ob- 
scure company  with  fancy  offices 
and  close  ties  to  top  Panamanian 
government  officials.  "There  was 
no  way  you  could  tell  it  was  a 
scam,"  says  this  software  entrepre- 
neur, who  should  have  checked 
with  the  U.  S.  Embassy,  which  had 
been  warning  people  away  from 
Morgan  Gundy  and  related  ven- 
tures. "They  even  took  me  to  meet 
the  head  of  the  Panamanian  SEC." 

Not  long  after  returning  from 
Panama,  Levine  met  Brechtel,  who 
seemed  as  desperate  for  financing 
help  as  Adasar's  president  was  for 
clients.  At  a  time  when  even  long-estab- 
lished developers  were  scrambling  for 
loans,  the  Brechtel-Jochim  Group  had 
only  a  few  years'  experience  and 
$331,000  in  equity.  It  was  no  wonder 
that  Brechtel  hadn't  been  able  to  borrow 
the  $30  million  he  needed  to  build  seven 
luxury  homes  on  a  prime  stretch  of  Cali- 
fornia coastline. 

Levine  told  Brechtel  that  conventional 
lenders  wouldn't  touch  his  pet  "Ritz 
Cove  II"  project;  left  unsaid  was  the 
likelihood  that  the  same  lenders  would 
not  want  to  deal  with  an  infamous  for- 
mer felon.  Under  his  agreement  with 
Brechtel-Jochim,  Levine  received  an  im- 
mediate $10,000  retainer  but  wasn't  enti- 
tled to  the  bulk  of  his  1.595  fee  until 


Brechtel-Jochim  got  its  money.  And  not 
until  Ritz  Cove  was  completed  would  he 
get  his  big  reward:  25%  of  the  profits. 

When  Levine  and  Brechtel  journeyed 
to  Panama  in  late  April,  they  were 
greeted  with  bad  news:  Morgan  Gundy 
had  decided  not  to  proceed  with  the  Ritz 
Cove  financing.  All  was  not  lost,  though, 
as  a  gracious  Gundy  banker  escorted  the 
Americans  to  the  nearby  offices  of  Pan- 
Global  Securities  Marketing  Corp.  Pan- 
Global  agreed  in  principle  to  structure  a 
$28  million  bond  offering  and  wanted 
$49,500  to  cover  expenses. 

Brechtel  returned  to  California  to 
think  it  over.  On  May  2,  Levine  sent  his 
client  a  letter  in  which  he  studiously 
avoided  passing  judgment  on  Pan-Global 


BRECHTEL'S  COSTLY  QUEST 


Despite  these  payments,  Tom  Brechtel  's  search 
for  financing  proved  futile 

to  Adasar  Financial  Group  as 
initial  retainer 

to  Pan-Global  Securities  Market- 
ing for  underwriting  expenses 

in  good  faith  money 
for  land  purchase 

to  Atlantic  International  Finance 
for  introduction  to  joint  venture 
partner;  split  50-50  with  Adasar 

DATA  ORANGE  COUNTY  SUPERIOR  COURT 


$1 0,000 
s49,500 
75,000 
$50.000 


or  Morgan  Gundy.  Levine  said  only  that 
he  had  another  client  (the  software  en- 
trepreneur) who  had  "independently  ver- 
ified that  [Morgan  Gundy]  has  complet- 
ed financings  in  the  United  States." 

In  their  suit,  Brechtel  and  Jochim  al- 
lege that  Levine  knew  that  Pan-Global 
was  a  sham  operation  from  the  start. 
Indignantly,  Levine  denies  it.  "I  had  no 
way  of  knowing,"  he  says.  "Here  I  am 
starting  my  life  over.  I  can't  afford  to  do 
background  checks  on  everyone." 

In  mid-May,  Brechtel  paid  Pan-Global 
the  $49,500  and  put  down  an  additional 
$75,000  in  earnest  money  with  the  owner 
of  the  Ritz  Cove  site.  Pan-Global  re- 
quired extensive  documentation  and  set 
a  deadline  of  Julv  31.  Brechtel  was 


slowed  by  number-crunching  snafus 
ficulties  finding  a  custodial  bank,  am 
and  on.  On  July  25,  Pan-Global  infor 
Brechtel  that  it  would  not  extend 
commitment.  Brechtel  rushed  dowi 
Panama  and  faxed  back  encouraj 
words  to  Levine:  "Am  optimistic  ( 
closing  in  the  next  few  weeks  or  s 
er."  On  July  31,  though,  Pan-GL 
made  it  official:  Adios. 
finder's  fees.  Days  later,  Levine  ir 
duced  Brechtel  to  a  new  acquainta 
Robert  C.  Wilson,  who  operated  ou 
Boca  Raton,  Fla.,  through  an  inac 
Canadian  company  called  Earnscl 
Trust.  Levine  met  Wilson  through  Ja 
Massaro,  a  commodities  swindler  he 
befriended  in  prison.  Levine  says 
he,  Massaro's  Atlantic  Internal 
al  Finance,  and  a  client's  lav 
checked  Wilson's  references — n 
of  which  later  were  discredited 
Florida  authorities.  Officia 
though,  Levine  again  was  cauti 
noting  in  a  letter  to  Brechtel  ; 
Earnscliffe  has  "developed  a  n< 
concept  for  a  bond  offering" 
hadn't  completed  a  single  one. 

Because  Earnscliffe  insisted  c 
steep  up-front  fee  of  $300,000, 
vine  suggested  finding  a  part 
Massaro  found  Brechtel  two  j 
ners,  each  of  whom  would  pull 
but  not  before  ponying  up  find 
fees  of  $50,000,  which  Massaro  s 
with  Levine.  In  December,  Brec 
entered  into  a  partnership  ag 
ment  with  Wilson  himself.  Unde 
Wilson  committed  to  prov 
$450,000  in  exchange  for  75%  o 
ership  of  Brechtel-Jochim  Grou] 

In  February,  1991,  Levine 
ered  his  relationship  with  Wfli 
who  hadn't  delivered  on  fu 
promised  Brechtel  and  other  A 
sar  clients.  "To  me,  your  way 
doing  business  is  reprehensible, 
I  am  outraged,"  thundered  Le\ 
in  a  last,  scolding  letter  to  Wils 
Not  long  afterward,  Florida 
thorities  seized  Earnscliffe's  recoi 
About  the  same  time  came  the  first 
closure  that  the  FBI  was  investigat 
Morgan  Gundy.  That  investigation  ( 
tinues,  as  does  Florida's  probe  of  1 
son,  who  was  last  seen  in  Las  Vega: 
Back  in  New  York,  Levine  seems 
nervingly  cheerful.  The  lessons 
claims  to  have  learned  can  be  reducec 
twin  cliches:  Crime  doesn't  pay, 
there's  no  such  thing  as  bad  public 
Levine  says  he  returned  from  his  b 
tour  to  find  20  calls  from  new  busin 
prospects.  "These  are  desperate  tim< 
he  says,  fighting  a  smile. 

By  Anthony  Bianco  in  New  York,  u 
Gail  DeGeorge  in  Miami  and  Christina 
Valle  in  Washington 


D 


128  BUSINESS  WEEK/OCTOBER  21,  1991 


'Dow  Jones  helps  me 
protect  the  assets 
of  this  vital 
multinational  outfit  / 


—David  Hess,  Executive  Director,  Environmental  Resources 
and  Energy  Committee,  Pennsylvania  Senate 


David  Hess  works  for 
the  state. 

But  he  also  works  for 
his  neighbors,  strangers 
and  countless  inhabitants 
of  the  animal  kingdom. 

Because  David  Hess 
helps  develop  environmen- 
tal legislation  for  the  state 
of  Pennsylvania. 

And  he's  discovered  a 
significant  way  to  help  pro- 
tect the  world's  limited  re- 
sources. He  simply  taps  into 
the  practically  unlimited 
resources  of  Dow  Jones 
News/ Retrieval. 

Within  seconds  of  his 
request.a  world  of  compre- 
hensive, timely  and  accu- 
rate information  makes  its  way  to  his  computer. 
And  suddenly  David  Hess  knows  how  communi- 
ties next  door  and  thousands  of  miles  away  ap- 
proach the  same  problems. 

If  wetlands  legislation  is  enacted  anywhere 
in  the  country,  one  of  the  many  local  and  regional 
newspapers  will  have  the  story.  If  a  fast  food 
company  announces  a  new  recycling  plan,  the 
news  is  on  the  screen  within  seconds  of  its  release 

Also  making  his  job  easier  are  hundreds 
of  other  rich  information  sources,  including  the 
complete  text  of  The  Wall  Street  Journal  and  full 
coverage  of  all  the  Dow  Jones  Newswires. 


As  Hess  says, "Before,  I  had  to  pore  through 
the  library,  call  each  state  over  and  over  again. 
Or  worse,  not  have  the  information  at  all.  I  can't 
emphasize  enough  how  much  time  I  save  by 
using  News/Retrieval  for  everything  I  do'.' 

A  savings  that's  reflected  on  the  profit /loss 
statement  of  the  one  enterprise  we  all  belong  to. 

Dow  Jones 
News/Retrieval9 

The  lifeblood  of  business." 

Another  Service  from  Dow  Jones  Information  Services 


For  more  details,  call  1-800-522-3567,  Ext697.  In  N.J.,  call  1-609-520-8349,  Ext697. 

Dow  Jones  News/Retneval  is  a  registered  service  mark  and  The  Wall  Street  Journal  is  a  registered  trademark  of  DowJones&  Company.  Inc  ©  19%  Dow  Jones  &  Company.  Inc  Ml  Rights  Reserved 


This  Isn't  The  Latest 
In  Telecommunications 
Technology 


This  Is. 


■irdOwen 
ness  Installation 


Helen  Hausmann 
Customer  Service 
Representative 
Temple,  TX 


As  a  leader  in  telecommuni- 
itions  and  in  the  use  of  its  latest 
:chnologies,Centelhas  succeed- 
i  by  remembering  that  real 
ommunication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


of  your  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobody  in  telephone 
or  cellular  makes  that  connection 
better  than  Centel. 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 
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THRIFTS  I 


WHAT  COULD  BE  WORSE  THAN 
THE  CAR  BUSINESS?  DON'T  ASK 


Cash-guzzling  First  Nationwide  Financial  is  costing  Ford  plenty 


When  Ford  Motor  Co.  snapped 
up  thrift  operator  First  Na- 
tionwide Financial  Corp.  back 
in  1985,  the  combination  seemed  as  un- 
stoppable as  a  parade  down  Main  Street, 
U.  S.  A.  Ford  already  sold  the  Jones 
family  its  station  wagon,  so  why  not 
finance  the  family  mortgage?  The  deal 
made  sense  for  other  reasons.  Ford 
wanted  the  steady  income  from  financial 
services  to  offset  the  ups  and  downs  of 
the  auto  market.  And  the  thrift  looked 
like  the  kind  of  growth-oriented  player 
that  would  keep  the  profits  rolling  in. 
San  Francisco-based  First  Nationwide 
was  installing  minibranehes  in  Kmarts 
and  spreading  out  around  the  country. 

First  Nationwide,  though,  has  turned 
into  a  lemon.  A  $27  million  loss  in  this 
year's  first  half  threw  its  slumping  re- 
turn on  equity  into  negative  territory 
(chart).  The  big  problem  is  $1.2  billion  in 
sour  real  estate  loans  at  its  principal 
unit,  First  Nationwide  Bank.  Moody's  In- 
vestors Service  Inc.  on  Sept.  26  lowered 
the  ratings  on  several  of  the  thrift's 


debt  issues  to  junk  status.  In  March, 
federal  regulators  ordered  First  Nation- 
wide to  tighten  credit  controls,  pare  bad 
loans,  improve  bookkeeping,  and  bolster 
board  supervision.  Directors  must  meet 
10  times  yearly  instead  of  quarterly.  "I 
don't  want  Ford  telling  me  they're  disap- 
pointed," says  John  M.  Devine,  First  Na- 
tionwide's  chief  executive.  "We've  volun- 
teered to  Ford  that  we're  disappointed." 

Ford  has  plenty  of  cause  for  disap- 
pointment, not  to  mention  embarrass- 
ment. The  car  company  paid  $1.5  billion 
to  buy  the  savings  and  loan  and  to  ex- 
pand it  through  acquisitions. 
spread  thin.  Now,  First  Nationwide, 
whose  earnings  peaked  at  $102  million  in 
1986,  is  hurting,  not  helping  Ford's  bot- 
tom line,  which  has  been  battered  by 
sagging  car  sales.  Fortunately,  the  rest 
of  Ford's  financial-services  group — 
mainly  the  Ford  Motor  Credit  operation, 
which  finances  auto  purchases,  and  the 
Associates,  a  credit-card  and  consumer- 
loan  subsidiary — is  quite  profitable. 
Overall,  the  group  earned  $514  million  in 


1991's  first  half,  reducing  Ford's  $1. 
lion  loss  from  cars  to  $1.2  billion. 

First  Nationwide,  which  is  far 
alone  among  limping  banks  and  th 
began  its  ill-fated  growth  strategy 
before  it  teamed  with  Ford.  It  wasj 
layed  from  an  obscure  S&L  into  a  na 
al  presence  by  its  charismatic  chairj 
Anthony  M.  Frank,  now  Postmi 
General.  In  1981,  it  became  the 
thrift  to  cross  state  lines  by  buying 
bled  institutions  in  New  York  and  I 
da.  Ford  only  encouraged  Frank's  8 
tions.  "Ford  wanted  us  to  be 
dominant  national  consumer  ba 
Frank  says.  After  Frank  left  in  1988 
expansions  continued  under  succc 
Robert  E.  Lackovic,  with  Devine  as 
uty.  In  the  1980s,  First  Nationwide 
ed  up  buying  14  thrifts,  most  of  1 
failing,  and  it  pushed  boldly  beyonc 
gle-family  mortgages  into  finan 
apartment  and  commercial  projects. 

All  this  left  the  S&L  spread  too 
and  holding  the  wrong  investmenl 
weather  today's  rotten  real  estate 
mate.  Frank  argues  that  the  thrift 
chases  were  good  deals  because 
came  with  government  assistance, 
nothing  could  insulate  it  from  the 
property.   Particularly  disastrous 
the  foray  into  the  apartment  mark 
New  York  City,  where  almost  one- 
of  the  thrift's  problem  loans  are  loc 
shedding  branches.  Ford  isn't  the 
industrial  company  frustrated  by  div 
fying  into  S&Ls.  But  while  We! 
haeuser,  Dana,  and  Fuqua  have  du 
or  plan  to  dump  their  thrifts,  the 
carmaker  pledges  to  keep  First  Na 
wide  and  turn  it  around.  "We're  goi: 
get  First  Nationwide  up  to  a  decent 
a  spectacular,  return,"  says  Ken 
Whipple,  president  of  Ford  Fina 
Services  Group.  He  admits  his  g 
annual  returns  of  10%  to  12% — will 
four  or  five  years. 

The  repair  job  falls  to  the  47-yeai 
Devine,  a  career  Ford  executive  whc 
came  the  thrift's  CEO  in  February,  w 
Lackovic  retired.  Devine  is  scaling  1 
Frank's  vision,  so  far  shedding  bran< 
in  Hawaii  and  Kentucky  and  axing 
Kmart  venture.  "I'd  be  very  happy  t 
a  player  in  two  or  three  markets  wi 
substantial  share,"  says  Devine.  An 
er  possible  casualty:  the  name  First 
tionwide,  which  runs  counter  to  Devi  ; 
more  modest  ambitions.  Says  Jon 
Christoffersen,  a  veteran  of  Citit 
and  Rainier  Bank  who  was  hired  in 
ruary  as  the  thrift's  president:  "The 
we  did  things  in  the  '80s  is  no  lor  ! 
good  enough."  That's  a  lesson  I 
learned  too  late  to  avoid  its  breakd 
on  the  S&L  freeway. 

By  Maria  Shao  in  San  Francisco, 
James  B.  Treece  in  Detroit 


I: 
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GET  UP  TO  $2,000  IN 
CREDIT  DURING  THE 
INTERNATIONAL  TRUCK 


y  a  long  lasting, 
jgh-as-nails 
ernationalClass 
7or  8truck  be- 
een  Oct.  1  and 
ic.3rand 
u'll  get  more 
an  just  a  sweet 
al. We'll  alsogive 
•u  a  special  Fleet  Charge® 
3rd  worth  up  to  $2,000  in 
se  parts,  service,  labor  or 


41  INTERNATIONAL 


from  NAVISTAR, 


accesonesasan 
extra  added  bonus. 
See  your  nearest 
International 
dealer  for  details. 
Or  call  1-800- 
962-01 19,  ext.  992 
for  the  dealer  near- 
est you.)  Now  during  our 
Big  Bonus  Days. 

'Must  boy  and  take  delivery  from 
dealer  stock  by  12/31/91. 


ADMARCO 


THE  SUN  NEVER  SETS 
ON  OUR  NETWORK. 


Wherever  you  are  based,  and  wherever  your  business  takes  you,  MPS  Banking  Group  is  always 
close  at  hand.  Our  worldwide  network  of  branches  and  representative  offices  includes  New  York, 
London,  Frankfurt,  Singapore,  Brussels,  the  Cayman  Islands,  Paris,  Copenhagen,  Berlin,  Budapest, 
Madrid,  Beijing,  Tokyo,  Moscow,  Cairo,  Sao  Paulo,  the  Channel  Islands  and  Sydney.  The  MPS 
Banking  Group  has  grown  out  of  the  common  aim  of  eight  banks  to  provide  made-to-measure  services 
by  integrating  traditional  banking  with  a  full  range  of  financial,  insurance  and  merchant  banking 
products.  The  MPS  Banking  Group,  900  branches  in  Italy  serving  businesses  throughout  the  world. 


MPS 


BANKING  GROUP 


)NTE  DEI  PASCHI DI  SIENA  -  BANCA  TOSCANA  •  CREDITO  COMMERCIALE-  CREDITO  LOMBARDO 
BANCO  VALDOSTANO-  ICLE-  ITALIAN  INTERNATIONAL  BANK  -  MONTE  PASCHI  BANQUE 
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BY  GENE  G  MARCIAL 


PARAMOUNT  MAY  BE 

READY  FOR 

ITS  CLOSEUP  NOW 


As  one  of  the  go-go  stocks  of  the 
1980s,  Paramount  Communica- 
tions attracted  all  kinds  of  big- 
name  power  investors,  from  corporate 
raiders  to  asset-value  players.  The 
stock  flew  as  high  as  66  in  1989.  Not 
today.  Most  investors  are  ignoring  it, 
and  its  price  is  down  to  36 — not  far 
from  its  low  of  33. 

That  has  convinced  some  money  pros 
that  Paramount  has  become  too  under- 
valued to  pass  up.  Based  on  the  compa- 
ny's "much-improved  balance  sheet, 
low  price-to-book  and  price-earnings  ra- 
tios, and  better  growth  potential,"  the 
stock  is  a  "compelling  bargain,"  says 
savvy  money  manager  Mario  Gabelli. 

In  recent  months,  Gabelli  has  pur- 
chased more  than  a  million  shares, 
raising  his  stake  to  7%  from  6%  in  Oc- 
tober, 1990.  Paramount  "is  our  biggest 
single  position,"  says  Gabelli,  whose 
eponymous  investment  firm  owns  sev- 
eral mutual  funds  with  total  assets  of 
more  than  $6  billion. 

Gabelli's  confidence  in  Paramount  is, 
in  effect,  a  bet  on  Paramount  Chair- 
man and  CEO  Martin  Davis.  Gabelli 
thinks  Davis  has  made  "brillant  ma- 
neuvers" in  the  past  couple  of  years  in 
further  streamlining  the  large  enter- 
tainment and  publishing  company. 
With  about  $900  million  in  cash,  or 
more  than  $12  a  share,  Paramount  is 
"both  a  buyer  [of  other  companies]  and 
a  seller,"  says  Gabellli.  He's  convinced 
that  Davis  wouldn't  hesitate  to  sell  or 
merge  Paramount  for  the  right  price. 
long-distance  call.  Gabelli  believes 
that  the  companies  most  interested  in 
buying  Paramount — possibly  over  the 
next  three  years — include  the  telecom- 
munications giants  American  Tele- 
phone &  Telegraph  and  Nippon  Tele- 
graph &  Telephone.  And  he  isn't 
discounting  rumors  that  General  Elec- 
tric may  be  interested,  too.  "Three 
years  from  now,"  says  Gabelli,  "we 
will  see  the  logic  behind  the  interest  of 
the  likes  of  AT&T,  which  will  need  to 
expand  into  the  entertainment  field." 
Now,  "our  game  is  to  wait  patiently — 
just  as  Davis  is  doing  before  embark- 
ing on  his  next  big  move."  Says  a  Par- 
amount spokesman:  "We  are  always 
looking  for  new  opportunities." 

Over  the  short  run,  Gabelli  thinks 
the  stock  could  easily  advance  40%. 


PARAMOUNT: 
STILL  ON  THE  ROPES 


OCT.  8, '91 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC. 


And  he  expects  a  turn  in  earnings  next 
year,  to  $2  a  share,  up  from  an  estimat- 
ed $1.25  this  year  and  1990's  $2.15. 

Paramount  does  look  cheap  relative 
to  its  assets.  Jeff  Logsdon,  an  analyst 
at  Seidler  Amdec  Securities,  thinks  the 
stock  is  selling  at  less  than  half  of  the 
company's  breakup  value,  which  he 
puts  at  $9.5  billion  (net  of  debt  of  $1.2 
billion),  or  $81  a  share.  Assets  include 
film  production  and  distribution,  cable 
and  broadcast  television,  50%  of  USA 
Network,  and  a  500-screen  chain  of 
theaters,  plus  the  New  York  Knicks 
and  Rangers  sports  teams  (page  72). 


CHIME  TIME  AT  THE 
FILIPINO  MA  BELL 


Foreign  telephone  stocks  have  been 
red  hot  this  year.  Telefonos  de 
Chile,  for  example,  has  jumped  to 
41  from  21  in  April.  One  company  that 
has  yet  to  catch  fire  is  Philippine  Long 
Distance  Telephone,  trading  on  the 
Amex  at  20,  up  from  17  in  April. 

"It's  by  far  the  cheapest  telephone 
stock  around,  with  growth  on  the  fast 
track  and  a  94%  monopoly  on  the  Phil- 
ippine telephone  market,"  says  Jose- 
phine Jimenez,  managing  director  and 
portfolio  manager  of  Montgomery 
Emerging  Markets  Fund  in  San  Fran- 
cisco. A  specialist  in  investments  in 
Latin  America,  Turkey,  Portugal,  and 
the  Philippines,  Jimenez  notes  that 
AT&T  and  the  U.  S.  regional  telephone 
stocks  are  selling  at  price-earnings  ra- 
tios of  about  13  times  estimated  1991 
earnings,  vs.  PLDT's  6.9. 

PLDT's  sales  have  grown  at  over  15% 
a  year  since  1984,  spurred  by  an  expan- 
sion plan  designed  to  increase  the 


country's  telephone  density  (the  r 
of  telephones  to  population)  from  V, 
2.2%  by  1996.  Compare  that  w 
Chile's  telephone  density  of  7.4%,  Mj 
co's  10%,  and  South  Korea's  16%, 
you  see  how  much  more  PLDT's  b 
ness  can  grow,  says  Jimenez.  Basec 
the  company's  average  revenue  I 
subscriber,  she  thinks  earnings  she 
jump  47%  this  year  and  30%  next  y< 
Based  on  that  earnings  engine,  Ji 
nez  thinks  the  stock  is  worth  as  m 
as  44,  which  is  where  she  expects  i 
trade  in  6  to  12  months. 


BAD  NEWS  FOR 
SYRINGE  MAKERS? 


When  Michael  Goldberg  fc 
over  as  president  and  CE( 
Clinical  Technologies  Ai 
ciates  last  year,  he  started  calling 
Street's  attention  to  the  compa 
How?  By  stepping  up  joint  ventu 
with  giant  drug  companies  such  as 
john  to  develop  applications  for  CI 
patented  oral  drug-delivery  technolo 
The  deals  were  structured  to  raise 
front  money  for  CTA.  But  they  £ 
raised  the  company's  credibility 
roused  big  investors. 

The  technology,  expected  to  be 
human  trials  by  January,  allows  a  v 
ety  of  drugs  and  biotech  products  t 
are  now  deliverable  only  by  injectior 
be  taken  orally.  Peter  Drake,  an  exe 
tive  vice-president  at  Vector  Securi 
International,  thinks  CTA  "represent 
unique  opportunity."  He  notes  that  1 
year,  the  Food  &  Drug  Administrat 
approved  nine  biotech-derived  dru 
representing  worldwide  sales  of  $ 
billion.  And  each  of  those  drugs,  p 
14  new  ones  awaiting  approval,  is  de 
erable  only  by  injection.  Says  Dra 
"A  vast  opportunity  exists  to  alter 
way  these  drugs  are  marketed." 

He  thinks  CTA's  corporate  partn 
will  multiply.  Reports  are  that  CTA 
soon  do  another  joint  venture  witl 
drugmaker  at  least  as  big  as  Upjo 
And  Upjohn  may  soon  announce  wh 
drug  the  oral-delivery  technology  i 
be  tested  on.  (Rumors  point  to  insul 
That's  expected  to  further  fire  up 
mand  for  the  stock,  now  at  14.  G(, 
berg  declined  to  comment  on  CI 
joint  ventures  or  Upjohn's  test. 

If  the  technology  is  validated  in 
man  clinical  trials  next  year,  Drake 
pects  CTA  to  post  a  modest  profit 
1993.  David  Jordan,  a  managing  p; 
ner  at  Gruntal,  thinks  cta's  gro\ 
potential  could  push  the  stock  to  tw 
its  current  price  in  six  to  12  month 
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FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2*  Circle  the  corresponding  number  on  the  postage-paid 

reader  service  card,  complete  the  necessary  information 

and  drop  in  the  mail. 
3.  Or,  call  toll-free  Monday— Friday  8AM— 5PM  MST: 
1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600* 


FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  Chicago  Mercantile 
Exchange 

2.  CIGNA  Corporation 

3.  Credit  Suisse 


PRODUCTS/SERVICES 

4.  AT&T  NETWORK 
SYSTEMS 

5.  American  Gas 
Association 

6.  Anacomp,  Inc. 

7.  AST  Research,  Inc. 

8.  Centel  Corporation 


9.  Eastman  Kodak  Printer 
Products 

10.  MPS  Banking  Group 

11.  Mead  Data 

12.  MobileComm 

13.  NEC  Technologies 

14.  Navistar 

15.  Nissan  Motors 
Corporation 

16.  Novell,  Inc. 

17.  Okidata  Corporation 

18.  SAVIN 
CORPORATION 

19.  Sharp 
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(  H  i  man  reunification  has  not  only  brought  back  freedom;  two  examples.  Of  all  the  opportunities  on  offer  to  m\ 


in  i  he  hast  ( lerman  status  it's  created  unique  opportunities  for  the  Business  Park  Sommerda  in  1  huringia  is  without  do 

investors.  As  well  as  offering  all  the  benefits  of  belonging  to  the  most  interesting.  It  not  onlv  otters  you  excellent  info 

European  domestic  market,  the  German  Government  Ins  ture  and  first  rate  communications,  at  Sommerda,  yc 

made  relocation  to  the  East  of  the  country  even  more  attractive  have  access  to  an  extensive  and  highly  trained  work 

!■/.     ■.labhshing  some  highly  lucrative  incentives.  Investment  I  he  home  ol  Bast  European  electronics  giant  Robotror 

premium  and  special  tax  depreciation  possibilities  are  only  maschinenwerk  AG,  Sommerda,  is  your  perfect  launch 


You'll  find  free  enterprise 
—     Sommerda  style  — 
a  liberating  experience. 


SINESSPARK 
SOMMERDA 


+49-69-729795 

Your  information  hotline. 
Call  us  now  or  tax  us  direct  on: 
+49-69-72  9740 


the  emerging  markets  of  Eastern  and  Western  Europe.  For 
further  details,  call  on  the  Sommerda  Hotline  today.  II  you're 
looking  lor  an  optimal  return  on  investment,  you'll  hnd  tree 
enterprise  Sommerda  style  offers  you  just  that! 

Business  Park  Sommerda,  O-5230  Sommerda  Thuringia, 
Germany. 
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Real  Estate 


HOUSE-HUNTING 
THE  RECESSION'S 


AMONG 
RUIHS 


: 
| 


■  t  sounds  like  a  home  buy- 
Ber's  fantasy:  lenders  pant- 
H  ing  to  unload  at  fire-sale 
prices,  thousands  of  houses 
whose  owners  have  defaulted 
on  their  mortgages.  Foreclo- 
sures by  recession-strapped 
homeowners  and  investors 
have  indeed  created  opportu- 
nities for  shoppers  in  the  real 
estate  market.  With  mortgage 
rates  easing  and  For  Sale 
signs  proliferating,  buyers 
are  in  the  catbird  seat.  But 
finding  a  bargain  takes  hard 
work  and  a  critical  eye. 

Predictably,  the  biggest 
savings  are  at  the  top  of  the 
market.  Houses  recently  ap- 
praised at  $400,000  may  go 
for  $300,000  or  even  less  in 
some  places,  explains  Pall 
Spero,  regional  vice-president 
of  the  National  Association  of 
Realtors.  You  are  less  likely 
to  find  a  $100,000  house 
marked  down  to  $75,000.  Still, 
in  areas  like  the  Northeast 
and  California,  where  values 
skyrocketed  during  the  1980s, 
even  middle-market  residen- 
tial properties  can  sell  at  dis- 
counts. So,  if  you  are  looking 
for  a  second  home,  distressed 
properties  may  be  your  best 
bet  in  such  pricey  spots  as 
eastern  Long  Island,  the 
Maine  coast,  or  the  Monterey 
peninsula. 

what's  available.  Pinpoint- 
ing the  number  of  foreclosed 
houses  for  sale  is  difficult,  be- 
cause not  all  lenders  want  to 
advertise  how  many  bad 
mortgages  they're  carrying. 
Government  agencies  are 
good  primary  sources  of  in- 
formation on  what's  available. 
Resolution  Trust  Corp.  (RTC) 
alone,  which  is  handling  asset 
sales  for  failed  savings  and 
loan  associations,  has  an  esti- 
mated 11,300  single-family 
houses  on  the  market  nation- 
ally. Yoa  can  also  try  the  In- 
ternal  Revenui    Service  for 


tips  on  houses  in  tax  default 
or  the  Drug  Enforcement 
Agency  for  properties  confis- 
cated from  narcotics  dealers. 

The  RTC,  along  with  the 
Housing  &  Urban  Develop- 
ment Dept.  and  federal  mort- 
gage associations,  will  break 
down  the  inventory  by  region 
and  type  of  property.  When 
you  request  information, 
you'll  get  the  property  loca- 
tion, an  asking-price  range, 
and  the  name  and  phone  num- 
ber of  a  person  to  call,  usually 
a  broker. 

The  agencies  also  send  in- 
troductory brochures  explain- 


ing how  the  purchase  process 
works.  For  example,  the  RTC 
has  four  sales  strategies:  auc- 
tions, sealed  bids,  portfolio 
sales,  and  individual  sales. 
But  since  almost  all  residen- 
tial property  that  has  been 
seized  by  the  government  is 
listed  with  brokers,  you  may 
save  time  by  going  directly  to 
real  estate  agents  who  adver- 
tise foreclosures  in  the  local 
newspapers. 

on  the  block.  Many  private 
developers  favor  auctions  as  a 
way  to  unload  distressed 
property.  They  hire  an  auc- 
tion-management company, 


which  is  responsible  for 
seminating  information 
for  getting  as  near  ma 
value  as  possible  for  the 
er.  At  an  "absolute"  aucl 
the  properties  are  sold  to 
highest  bidder,  regardles 
price.  At  an  auction  "with 
serve,"  the  seller  can  se 
minimum  bid. 

As  soon  as  an  auction  is 
nounced,  obtain  a  brocl 
from  the  management  con 
ny.  Go  look  at  the  proper 
that  interest  you.  At  the 
you  should  get  floor  plans 
gineering  reports,  and  fin; 
ing  information.  Joel  Zeg| 


«  CM 

1 


'<>0  BIGNESS  WEEK/OCTOBER  21,  1991 


PERSONAL  BU 


I  nt  of  JBS  & 
ites  in  Chica- 
ys  you  should 
the  property 
!  times,  bring- 
)ng  your  own 
tors  for  an 
Lion,  and  do  an 
ndent  title 
to  make  sure 
ire  no  liens.  On 
n  day,  the 
to  $20,000 
•'s  check  that 
ied  to  register 
ly  as  a  bidder 
fundable,  but 
four  bid  is  ac- 
1,  there's  no 
y  back. 

•ticing  due  dili- 
— physical  inspection,  ti- 
irch,  and  legal  perusal 
documents — is  especial- 
Dortant  when  you  are 
\  foreclosed  property, 
former  owner  often 


HOW  TO  SHOP 
FOR  FORECLOSURES 

AUCTION  MANAGEMENT  COMPANIES 
AND  REAL  ESTATE  BROKERS  Call  directly  for 
their  listings  of  distressed  properties,  and  watch  lo 
cal  newspapers  for  advertising 

BANKS  AND  THRIFTS  Their  REO  departments 
may  negotiate  directly  with  buyers  interested  in 
foreclosures  on  their  books 

FANNIE  MAE  (800  553-4636)  A  free  brochure 
includes  listings,  price  ranges,  and  contacts  for 
each  property,  covering  several  regions 

HOUSING  &  URBAN  DEVELOPMENT  Call 
your  regional  HUD  office  to  find  out  when  and 
where  its  advertisements  appear 

RTC  ASSET  SPECIFIC  INQUIRY  PROGRAM 

(800  RTC-3006)  It  supplies  lists  of  properties  by 
region,  state,  city,  or  zip  code  and  by  type  for  10c 
per  search,  with  a  minimum  request  of  $5 


hasn't  kept  up  with  normal 
maintenance,  and  banks  are 
very  shortsighted  when  it 
comes  to  fixing  things  up," 
says  Thomas  Carroll,  presi- 
dent of  AmeriSpec,  a  property 


inspector.  And  if 
there  was  any  legal 
wrongdoing  on  the 
part  of  the  former 
property  holder,  such 
as  with  certain  fail- 
ed S&Ls,  the  odds  of 
undisclosed  liens  on 
the  house  increase. 
That's  why  you 
should  conduct  your 
own  title  search  in 
addition  to  your  lend- 
er's. Its  title  insur- 
ance covers  only  the 
amount  of  the  mort- 
gage, whereas  you 
need  to  protect  your 
equity  as  well. 

When  you're  nego- 
tiating directly  with  a 
bank  or  thrift  for  a  property 
in  its  real  estate-owned  (REO) 
portfolio,  you  can  sometimes 
get  a  break  on  financing. 
Even  the  healthiest  lenders 
are  carrying  some  foreclo- 


sures, and  all  are  eager  to  get 
them  off  their  books.  Call  the 
REO  department,  explain  what 
type  of  property  you're  look- 
ing for,  and  ask  to  be  in- 
formed of  foreclosures  that 
fit  the  bill.  To  sweeten  the 
deal,  a  bank  may  offer  a  point 
off  its  usual  mortgage  rate  or 
waive  some  closing  costs, 
says  Warren  Lasko,  president 
of  the  Mortgage  Bankers  As- 
sociation of  America. 

The  nar's  Spero  says  that 
after  an  initial  ambivalence 
about  buying  foreclosed  prop- 
erty, more  people  are  showing 
interest.  He  thinks  the  combi- 
n; 'ion  of  affordability  and 
low  mortgage  rates  is  a  sce- 
nario that  won't  last  long. 
You  shouldn't  buy  a  house 
just  because  it's  a  good  deal. 
But  if  you're  shopping  any- 
way, foreclosures  may  be  a 
good  way  to  find  your  dream 
house  for  less.     Joan  Warner 


ragged  band  of  hikers 
.  scrambles  to  the  top  of 
1  a  granite  outcrop  and 
i  to  enjoy  the  view. 

atop  11,516-foot  Vogel- 
Peak,  we  overlook  crag- 
juntains  and  deep  blue 

lakes.  Visiting  Califor- 
¥osemite  National  Park 
ly  doesn't  often  afford 
solation.  In  the  summer, 
and  Winnebagos  choke 
lite  Valley's  roads  and 
;ites.  But  on  a  recent 
19  other  hikers  and  I 
id  the  crowds  and  saw  a 
ie  expanse  of  the  park 
nost  of  Yosemite's  3  mil- 
nnual  visitors  miss. 
•  one-week  trip  followed 
.2-mile    loop  passing 
gh  the  park's  five  High 
i  camps.  The  trip  appeals 
isoned  hikers  and  back- 
ers— many  past  50 — who 
want  to  rough  it.  For 
"loopers"  get  dramatic 
ry,  hearty  meals,  clean 
s,  hot  showers,  and  as 
miles  of  hiking  as  their 
g  calf  muscles  can  stand. 
ien  CREW.  Every  July 
August,  groups  such  as 
set  off  twice  a  week 
Tuolumne  Meadows  on 
mite's  eastern  edge.  But 
u  want  to  join  one  next 
ner,   get  ready  to  act 
The  trips  fill  up  almost 
>on  as  registration  opens 


Travel 


A  YOSEMITE  THAT'S 

FAR  FROM  THE  MADDING  CROWD 


on  Dec.  1.  (Write  to  High  Sier- 
ra Camps,  5410  E.  Home 
Ave.,  Fresno,  Calif.  93727  or 
call  209  454-2002.  Don't  bother 
applying  early:  Applications 
that  are  received  before  Dec. 
1  are  returned.) 

Instead  of  ending  the  day's 
trek  of  eight  or  nine  miles  by 
pitching  tents  and  cooking 
supper,  we  arrived  late  each 


afternoon  to  a  permanent 
camp,  with  time  to  wash  up 
and  relax  before  a  dinner  of 
chicken  parmesan,  baked  po- 
tatoes, and  salad,  for  exam- 
ple. Afterward,  we  watched 
the  sun  set  and  the  stars 
come  out  while  the  staff — a 
congenial  crew  of  mainly  col- 
lege students — washed  dishes 
and  set  up  for  breakfast.  We 
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slept  in  Army-style  floured 
tents  with  four  cots  and  a 
wood  stove. 

Because  all  essentials  are 
hauled  up  to  camp  by  mule, 
we  had  to  carry  only  our 
clothes,  toiletries,  water,  and 
the  plentiful  lunch  the  staff 
fixed  for  us.  The  trip  offered 
a  running  lesson  in  the  histo- 
ry, geology,  botany,  and  zool- 
ogy of  the  Sierra  Nevada. 
Park  ranger  Ken  Luthy,  a  sci- 
ence teacher  who  has  spent 
the  past  11  summers  at  Yo- 
semite,  filled  us  in  on  glaciers, 
marmots,  Jeffrey  pines,  and 
mariposa  lilies.  Luthy,  who 
started  each  morning  with  a 
poetic  quotation  from  Sierra 
Club  founder  John  Muir,  was 
equally  willing  to  get  down  on 
all  fours  to  identify  tiny  flow- 
ers, clamber  with  a  few  hik- 
ers up  a  steep  rock  face,  or 
lead  the  group  in  silly  songs. 

There  were  plenty  of  op- 
tional side  trips:  to  see  spec- 
tacular Waterwheel  Falls, 
climb  Mt.  Hoffmann,  or  find  a 
swimming  hole.  On  our  one 
free  day,  I  logged  an  extra  30 
miles  beyond  the  loop,  includ- 
ing an  extraordinary  hike 
which  wound  past  a  series  of 
waterfalls.  We  lunched  in  a 
high  meadow  beneath  Ansel 
Adams  Peak,  where  we  were 
probably  the  first  visitors  of 
the  year.        Kathleen  Kertvin 
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Electronic! 


BIG  SCREENS 
THAT  DON'T 
VEX  VIEWERS 

(emember  the  first  big- 
screen  TVs?  Thrown  by 
>a  boxlike  projector  onto 
a  separate  curved  screen,  the 
picture  was  grainy — and  al- 
most invisible  if  you  viewed  it 
from  an  angle  or  the  room 
wasn't  dark.  Well,  it's  time  to 
take  another  look.  "Not  one 
technological  breakthrough, 
but  five  years  of  evolutionary 
development  has  produced  a 
quantum  improvement  in  big- 
screen."  says  David  Lachen- 
bruch.  editor  of  the  newslet- 
ter Television  Digest. 

LIKE  HOTCAKES.  T  id  - 

size  one-piece  sets  from  Mit- 
subishi. Sony,  RCA.  Toshiba, 
and  most  of  the  other  big 
names  have  striking  clarity 
and  brightness.  And.  despite  a 
soft  consumer-electronics 
market  and  the  recession's 
lingering  effects,  sales  of  the 


not-inexpensive  sets  are  up 
15%  this  year,  vs.  5%  for  all 
TVs.  They're  selling  at  a  fast- 
er pace  than  camcorders  or 
VCRS. 

The  big-screen  category  in- 
cludes two  types  of  sets:  di- 
rect-view models  with  picture 
tubes  that  measure  27  to  35 
inches  diagonally  and  projec- 
tion sets  with  screens  of  40 
inches  and  larger.  Instead  of 
one  big  picture  tube,  the  cabi- 
net of  a  projection  set  holds 
separate  small  red.  blue,  and 
green  tubes  in  its  base.  Their 
beams  pass  through  enlarg- 
ing lenses  and  mirrors  to  com- 


bine in  a  big  picture  on  the 
rear  surface  of  a  translucent 
screen. 

Expect  suggested  retail 
prices  of  about  S750  for  a  ba- 
sic 27-in.  direct-view  model. 
$1,650  for  a  35-in.  picture. 
Features  such  as  stereo  and 
picture-in-picture  add  to  the 
cost.  On  projection  TVs.  prices 
run  from  $1,400  for  a  40-in. 
screen  to  about  $5,000  for  a 
full-featured  60-in.  model. 
Philips  makes  a  $3,800,  61-in. 
"Wallvision"  model  that  can 
be  built  into  a  wall  so  that 
just  the  screen  shows  for  a 
realistic  home-theater  look. 


For  large  rooms,  indt 
leader  Mitsubishi's  big 
projection  set  has  a  ' 
screen  for  $6,400. 

Manufacturers  have  < 
nated  early  problems 
both  kinds  of  sets.  The 
projection  models  pro 
crisp,  high-resolution  pid 
that  can  be  \iewed  froi 
most  anywhere  in  a 
even  in  daylight.  And  th( 
ture  on  direct-view  set 
longer  loses  focus,  even  a 
tube's  curved  corners 
stores  by  Christmas, 
'"Prism"  sets  from  Pana: 
will  boast  a  Matsushita-d 
oped  "superflat"  tube 
less  vertical  curve.  And 
Sony  promises  to  bring  c 
flatter  Super  Trinitron  u 
in.  and  32-in.  sizes. 

When  choosing  froi 
showroom  full  of  big-sc 
TVs,  keep  this  in  mind:  A 
subishi  survey  found 
consumers  prefer  a  33-in 
for  the  clear  picture  anc 
ing-room  fit.  Go  too  large, 
you  might  have  to  do 
costly  remodeling.  And  if 
shop,  do  it  well  before  th< 
per  Bowl.  That's  when  d 
stocks  run  low.      Don  L 


i any  investors  know 
Ithat  small-cap  stocks 
have  been  the  hot  ticket 
among  U.  S.  investments  this 
year.  Since  the  beginning  of 
1991,  American  companies 
with  less  than  $500  million  in 
market  capitalization  have 
chalked  up  total  returns  of 
36.6^.  compared  with  20.4r< 
for  the  average  larger  com- 
pany in  the  Standard  & 
Poor's  500  list.  But  now  the 
action  in  the  small-cap  mar- 
ket is  moving  abroad.  Small- 
cap  stocks  are  up  245ft  in  Ar- 
gentina and  10495  in  Mexico, 
for  example. 

One  group  of  mutual 
funds  has  caught  the  wave: 
global  small-cap  equity 
funds.  Their  poitfolio  man- 
agers scout  both  established 
and  developing  markets  for 
healthy  small  companies 
with  strong  competitive  posi- 
tions. Currently,  there  are 
five  such  funds  operating, 
and  the  number  is  growing. 
The  latesi  entry  comes  from 
Scudder,  Stevens  &  Clark. 


Smart  Money 


SMALL-CAP  FUNDS 
ARE  ON  A  GLOBAL  ROLL 


which  launched  the  no-load 
Scudder  Global  Small  Com- 
pany Fund  in  September. 

What  makes  or  breaks 
these  funds  is  the  ability  of 
their  managers  to  shift  as- 
sets into  hot  markets  before 
they  become  overheated. 
This  vear,  with  U.  S.  small- 


THE  GAIN'S  THROUGH 
SMALL-CAP  EQUITIES 

FurxJ  1991  total  return' 


TEMPI  ETON  SMALLER 

COMPANIES  GROWTH 

35% 

SMALICAP  WORLD 

25 

ALLIANCE  GLOBAL 

SMALL  CAP  (A) 

24 

PRUDENTIAL  GLOBAL 

GENESIS  B 

11.4 

GLOBAL  FUND  AVERAGE 

15.5 

•Through  Sept.  30       BKOt  M0MCSI 

cap  equities  on  a  roll,  the  Al- 
liance Global  Small  Cap 
(Portfolio  A)  Fund  invested 
about  two-thirds  of  its  $85 
million  in  assets  in  such 
stocks.  Since  January,  it 
posted  a  total  return  of  24% 
according  to  Morningstar,  a 
mutual-fund  data  service.  By 
contrast,  the  typical  global 
fund  returned  about  15.5^ 
during  the  same  period. 

Now  that  the  U.  S.  market 
may  have  run  its  course,  Al- 
liance's Frank  Burr  and  oth- 
er portfolio  managers  are 
looking  overseas  for  buying 
opportunities.  Says  Mark 
Holowesko,  a  manager  of 
Templeton  Funds'  Smaller 
Companies  Growth  Fund: 
"We're  adding  more  cheap 
stocks  outside  of  America 


than  inside  to  our  barg 
list."  About  60%  of 
stocks  on  Templeton's  I 
gain  list  are  located  in  oi 
seas  markets,  including 
pan  and  Europe. 
volatile.  Bill  Grimsley 
manager  of  the  SMALL 
World  Fund  in  Los  Ange 
is  heading  in  the  same  db 
tion.  The  $800  million  fum 
focusing  on  Japanese  sm 
cap  stocks  as  well  as  thos 
emerging  markets  such 
Thailand.  To  add  to  its 
sets,  the  year-old  fund 
be  accepting  new  invest 
until  Nov.  15. 

Be  aware  that  some  glo 
small-capitalization  fut 
carry  sales  charges  as  h 
as  8.5%  that  could  off 
returns.  And  since  they 
vest  in  small-cap  stocks, 
funds  can  be  volatile.  But 
they  load  up  with  stocks 
potential  boom  areas,  si 
as  Europe,  these  funds  of 
investors  a  promising  v 
to  play  the  growing  wo 
market.  Bruce  Ha 
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How  to  keep  55% 
of  your  net  worth  from 
going  to  strangers, 


^ 1 


Estate  planning  with 
Merrill  Lynch  can  help. 

It  may  surprise  you  to  learn  that 
unless  you  plan  your  estate  care- 
fully as  much  as  55%  of  your 
assets  can  go  to  taxes,  probate 
costs,  legal  fees  and  other 
expenses. 

That's  why  it's  important  to 
talk  to  your  Merrill  Lynch  Finan- 
cial Consultant  at  once  if  you 
don't  have  an  estate  plan  in  place. 

We  can  analyze  your  needs, 
advise  you  on  managing  your 
investments  and  explain  the  wide 

©  1991  Merrill  Lynch.  Pierce.  Fenner  &  Smith  inc  Member  SIPC 


variety  of  trust  services  and  insur- 
ance products  available  today, 
including  survivorship  insurance. 
And  if  you're  a  business  owner, 
we  can  provide  you  with  experts 
to  help  you  determine  your  com- 
pany's value  and  help  you  estab- 
lish and  implement  your  business 
succession  goals. 

For  a  free  booklet  on  estate 
planning  strategies,  see  your 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 

Isn't  it  time  you  made  sure 
your  assets  go  to  the  people  you 
really  care  about? 


Call  1-800-637-7455,  ext.  9149 

Return  to:  Merrill  Lynch  Response  Center, 
RQ  Box  30200.  New  Brunswick.  NJ  089890200 

Please  send  me  your  free  brochure  on  estate 
preservation  strategies 

□  I  am  a  business  owner 

Name  


Address- 
City  


Home  Phone. 


.State- 

) 


_Zip_ 


Business  Phone  I  :  

Merrill  Lynch  clients,  please  give  the  name  and 
location  of  your  Financial  Consultant 


Merrill  Lynch 

A  tradition  of  trust 


Or,  How  AWT  Bell  Labs  Conceives  Some  Of 
The  Best  Ideas  In  Communications. 

AT&T  Bell  Laboratories.  It's  a  new  kind  of  phone  that 
knows  who  you're  calling.  A  switch  that  harnesses  the 
power  of  light.  It's  4,000  Ph.D.s.  Seven  Nobel  Prizes.  A 
new  technology  that  integrates  voice.  Data.  And  images. 
'A  patent  a  day"  Advanced  technologies  like  broadband. 
SONET  Photonics.  Discover  how  AW  Network  Systems 
and  your  local  telco  are  using  these  technologies  to  make 
your  public  switched  network  the  fastest,  most  reliable, 
easiest-to-use  network  in  the  world.  Discover  visions  of  the 
future.  And  ways  to  evolve  from  the  past.  Unique  solutions 
conceived  by  Bell  Labs.  And  only  available  by  calling 
AT&T  Network  Systems  or  your  local  telephone  company 

AT&T  And  Your  Local  Phone  Company 
Technologies  For  The  Real  World. 


AT&T 

Network  Systems 
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OFFICES 
THAT 
WORK. 


When  an  office  doesn't  work,  it's  a  people  issue,  right9 
When  productivity  falls,  it's  a  people  problem,  right? 
Well,  let's  see  how  wise  that  bit  of  conventional  wisdom  is. 
As  a  nation,  for  the  past  15  years  we've  been  throwing 
people  at  the  problem  of  office  productivity. 

Of  the  more  than  116,000,000  Americans  who  are  work- 
ing today,  almost  58%  of  them  are  white-collar  office  workers. 

And  since  1976,  the  numberof 
people  who  work  in  offices  has  grown 
twice  as  fast  as  other  segments  of 
the  workforce. 

So  has  it  worked?  Have  more 
people  meant  more  productivity? 
Since  1976,  the  U.S.  has  trailed 
virtually  all  industrialized  countries  in  produc- 
tivity growth. 

White  collar  productivity  rose  less  than  1% 
per  year  during  the  1980s. 
And  in  1989  and  1990,  it  actually  declined. 
Clearly,  throwing  more  people,  or  differ- 
people,  at  the  problem  doesn't  solve  it. 
But  something  else  does.  Something 
unconventional. 

There  are  dozens  upon  dozens  of 
enterprises-companies,  government 
agencies  and  universities-which 
have  made  dramatic  gams  with  essentially  the  same  people 
working  in  their  offices  and  departments. 

In  the  credit  card  division  of  a  major  financial  institution, 
customer  service  response  time  was  slashed  from  as  long  as 
four  days  to  just  minutes. 

In  the  accounts  payable  department  of  a  leading  con- 
sumer products  company,  the  time  it  took  to  file  in-coming 
checks,  invoices  and  requisitions  went  from  a  two-to-three- 
month  backlog  to  instantaneous  filing  the  moment  they  arrive. 

And,  the  corporate  legal  department  of  an  aerospace  firm 
realized  a  60%  reduction  in  trial  preparation  costs. 

So  what  changed9  What  made  these  offices  work,  when 
so  many  don't9 

We  call  it  Office  2000. 

A  complete  rethinking  of  the  way  offices  and  departments  work. 

Away  that  breaks  with  some  of  the  most  cherished  notions 
of  technology  over  the  past  decade. 

Away  that  focuses  on  people.  On  process. Then,  and  only 
then,  on  technology. 

A  way  that  earns  you  a  substantial,  measurable  return  on 
perhaps  your  greatest  investment. 

Your  people. 
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Collecting 

ISTY-EYED 
flR 

OTORBIKES 


|he  classic  motorcycle 
has  achieved  a  state  of 
cultural  grace  it's  never 
i  before  in  the  U.  S.  Cy- 
are  now  collected,  pre- 
ed,  and  ridden  by  a  cote- 
of  upscale  enthusiasts, 
iiy's  collectors  are  respect- 
,  grown-up  versions  of  the 
.  about  whom  mothers 
1  to  say:  "He's  such  a  nice 
—except  for  that  nasty 
Drcycle  he  rides." 
)  collectors,  cycles  offer 
affordable  second  child- 
1.  "A  lot  of  the  collector 
ket  is  centered  on  the  mo- 
ycles  we  lusted  after  as 
,"  says  Peter  Egan  of 
ighton,  Wis.  "People  in 
"  40s  and  50s,  like  me, 
desperately  wanted  a  Tri- 
|  TR6C  Trophy  in  1967, 
n  all  they  could  afford 
a  little  Honda  90."  Egan 
ntly  bought  that  Triumph 
$1,300,  restored  it  with 
essional  help,  and  ended 
with  what  was 
ntially  a  brand- 
vintage  bike 
$5,500— about 
t  a  contempo- 
'  production 
el  goes  for. 
love.  Cycle  col- 
ing  doesn't  re- 
■e    the  mega- 
cs  of  the  classic- 
market,  and  it 
acts  a  different 
td.   Most  mem- 
of  the  vintage- 
gang  aren't  in  it 
money  or  cachet, 
simply  because 
'  love  bikes, 
nlike  the  market  for  clas- 
:ars,  there  are  few,  if  any, 
.ions  and  no  vast  network 
ealers.  The  specialists  are 
collectors.  Michael  Fitz- 
ons,  a  tall,  craggy-faced 
ear-old  from  Cos  Cob, 
n.,  favors  Broughs  (pro- 
iced  "bruffs") — low,  lean 
ish  cycles  with  the  elon- 
■;d  crouch  of  a  prowling 


ROB  IANUCCI  PARKS  HIS  'SOs  CLASSICS  IN  THE  LIVING  ROOM 


cougar.  Other  experts  recom- 
mend any  Italian  grand-prix 
racing  bikes,  Japanese  road- 
racing  cycles  of  the  1960s  and 
1970s,  early  Honda  Dreams, 
and  mid-1940s  and  1950s  Har- 
ley-Davidsons  and  Indians. 

Collectors  tend  to  keep 
their  bikes  close  to  home — or 
even  in  it.  Brooklyn  attorney 


tank,  which  is  just  behind  the 
handlebars,  sports  a  chin-deep 
indentation   to  accommodate 


cyclists 
low  to 
Neither 
stored, 


MIKE  FITZSIMONS,  54,  TAKES 
HIS  BRITISH  BROUGH  FOR  A  SPIN 


Rob  Ianucci  is  typical  of  the 
breed:  He  keeps  a  Matchless 
G50  and  a  Manx  Norton  in  his 
living  room.  Ianucci's  two 
1950s  road  racers  are  brutal- 
looking  machines,  their  huge 
fuel  tanks  bulging  in  every  di- 
rection to  provide  maximum 
gas  storage.  The  Norton's 


who  like  to  crouch 
cut  wind  resistance, 
machine  has  been  re- 
and  both  bear  the 
scrapes  and  scars  of  long-ago 
race  courses. 
As  with  any  form  of  collect- 
ing, it's  all  too  easy  to 
get  taken.  There's  a  big 
difference  between  a 
collectible  and  an  old 
motorcycle — i.e.,  be- 
tween a  machine  that 
will  appreciate  in  value 
faster  than  the  classi- 
est mutual  fund  and 
one  that  would  take 
center  stage  only  at  a 
yard  sale.  For  in- 
stance, bikes  are  some- 
times tampered  with 
to  appear  more  valu- 
able than  they  are. 
Even  the  savviest  col- 
lectors have  stripped 
the  paint  off  of  their 
finds,  only  to  discover  as 
many  as  two  dozen  bogus  se- 
rial numbers  stamped  into  the 
metal  tubing. 

Also,  since  even  fancy  rac- 
ing bikes  are  relatively  simple 
implements,  it's  easy  to  as- 
semble a  Bitsa — made  of  bitsa 
this  and  bitsa  that  from 
wrecks  and  remanufactured 
parts — and  pass  it  off  as  an 
original.  "This  is  not  instant 


gratification,"  says  Phil  Schil- 
ling, a  longtime  Ducati  collec- 
tor and  the  former  editor  of 
Cycle  magazine.  "You  have  to 
get  into  the  network  and 
learn  before  you  buy." 

WHERE   TO   LOOK.    Books  On 

buying,  restoring,  and  collect- 
ing vintage  motorcycles  are 
available  through  the  Classic 
Motorbooks  mail-order  cata- 
log (800  826-6600).  The  prime 
source  for  finding  collectible 
bikes  is  the  monthly  magazine 
Wal neck's  Classic  Cycle 
Trader  (708  985-4995).  Sub- 
scriptions are  $24  a  year. 
Hemmings  Motor  News,  the 
leading  classified-ad  sheet  for 
car  collectors,  also  has  a  large 
motorcycle  section  (802  442- 
3101).  For  virtually  every  ma- 
jor collectible-bike  marque, 
there  are  organizations  will- 
ing to  advise  newcomers  to 
the  hobby. 

For  many  collectors,  price 
is  beside  the  point.  "I  had 
this  garage  full  of  motorcy- 
cles when  they  were  worth- 
less," says  Schilling.  "Now, 
some  of  them  are  extraordi- 
narily valuable — maybe  even 
six-figure  stuff.  I'll  still 
have  them  when  they're 
worthless  again.  To  me,  it 
really  doesn't  make  a  differ- 
ence." Spoken  like  a  true  col- 
lector.        Stephan  Wilkinson 


Worth  Noting 

■  life  plan.  Life  Insurance 
In  Your  Personal  Financial 
Plan,  a  free  40-page  guide 
from  Arthur  Andersen  &  Co., 
helps  gauge  how  much  insur- 
ance you  need,  what  to  spend, 
features  to  look  for,  and  how 
to  select  an  insurer.  Call  800 
628-8684. 

■  downhill  course.  Some  ski 
resort  prices  are  sliding  down- 
hill. Colorado's  Crested  Butte 
(800  754-3733)  offers  free  ski- 
ing for  two  weeks,  starting 
Nov.  27.  Aspen  Highlands 
cuts  the  price  of  its  daily  lift 
tickets  to  $30  from  $40  (800 
356-8811). 

■  call  free.  Toll-free  numbers 
for  consumer  hotlines  and 
government  information  are 
just  some  of  the  66,000  entries 
in  the  AT&T  Toil-Free  800 
Consumer  Directory  ($9.95; 
800  426-8686). 
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The  PGA  TOUR's 
Best  at  Pinehurst  No.  2 


Fred  Couples 

THE  TOUR  Championship  features  the  top 
30  golfers  on  the  PGA  TOUR  playing  at 
historic  Pinehurst  No.  2.  Don't  miss  the 
world's  greatest  players  battling  for  season 
ending  honors. 

ABC  television  coverage: 

Saturday,  November  2nd 
1:30    3:30  PM  EST 

Sunday,  November  3rd 
3:00    5:00  PM  EST 


THE  TOUR 

CHAMPIONSHIP 


obc  sports 


SPALDING 
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United  Parcel  Service 


dex  to  Companies 

ndex  gives  the  starting  page  tor  a  story  or  fea 
*ith  a  significant  reference  to  a  company.  Most 
diaries  are  indexed  under  their  own  names, 
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AST  Premium  Exec™  386SX/25 
386SX  Processing  Power  ■  25  MHz  Speed  ■  True  80  MB  Hard  Drive 
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Fasten  your  seatbelt.  AST  presents  the 
Premium  Exec  386SX/25,  the  very  first 
SX  notebook  powered  by  a  25  MHz  pro- 
cessor—the fastest  available. 

The  Premium  Exec  386SX/25  flies  at 
speeds  25%  faster  than  20  MHz  note- 
books—it's even  faster  than  systems 
with  hardware  cache.  So  it  cruises 
through  demanding  tasks  such  as 


Windows™  3.0  or  vertical  applications. 

Yet  the  Premium  Exec  386SX/25  is 
comparably  priced  to  less  powerful 
20  MHz  systems  from  other  manufac- 
turers. Once  again,  AST  offers  you  the 
highest  performance  and  quality 
without  the  high  price. 

For  more  information  or  the  dealer 
nearest  you,  call  1-800-876-4AST. 
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[Editorials 

PRIVATIZE,  YES— BUT 
OPEN  MARKETS,  TOO 

into  actual  practice  throughout  the  Americas— except, 
far,  in  Cuba.  Only  governments  based  on  authentic  electc 
mandates  can  create  the  stability  and  confidence  nee< 
for  the  region's  economic  recovery,  which  is  just  now  g£ 
ering  momentum. 

But  the  generals  are  still  restive  in  several  countr: 
from  Guatemala  to  Peru,  and  to  deter  them  from  follow 
Haiti's  example,  it's  necessary  to  send  Haitian  soldiers  b 
to  their  barracks.  Aristide,  a  Catholic  priest  who  woi 
landslide  election  victory  last  December,  also  needs  to! 
prodded  by  neighbors  to  curb  the  demagogy  that  he 
used  in  recent  months  to  inflame  his  followers  against 
opposition. 

The  OAS  pressure  must  be  led  by  countries  such 
Venezuela  and  Mexico.  Too  prominent  a  role  by  the  U 
would  inevitably  stir  memories  of  big-stick  interventi 
in  the  region.  But  as  dictatorships  tumble  around  the  wo 
from  the  former  Soviet  bloc  to  Africa,  the  U.  S.  can 
shirk  the  relatively  small  effort  needed  to  shore  up  con 
tutional  rule  in  nearby  Haiti.  The  outcome  is  crucial 
the  impoverished  Haitian  people  and  for  democra( 
prospects  in  the  rest  of  the  hemisphere. 

AR\   s  bankers  from  around  the  globe  converge  on 
KWl  Bangkok  for  the  Oct.  L5-17  annual  meetings  of  the 
JB^WkWnrM  Hank  and  International  Monetary  Fund,  a 
main  topic  of  discussion  will  be  privatization.  New  World 
Bank  President  Lewis  T.  Preston,  the  former  chairman  of 
J.  P.  Morgan  &  Co.,  is  expected  to  unveil  a  plan  to  put 
more  of  the  giant  lender's  $111  billion  in  assets  behind  pro- 
moting private-sector  growth  around  the  globe. 

Intrigued  by  Latin  economies'  sudden  love  affair  with 
private  enterprise  and  privatization,  First  Boston,  Merrill 
Lynch,  Morgan  Stanley,  and  other  brokers  are  scrambling  to 
launch  U.  S.  and  European  mutual  funds  that  will  purchase 
Latin  American  stocks  and  bonds.  From  Tierra  del  Fuego  to 
the  Soviet  Union,  governments  are  competing  to  sell  off 
state-owned  enterprises  to  private  investors  (page  49). 

Privatization  is  necessary  to  flush  out  the  accumulated 
corruption  of  a  centrally  controlled  economy.  The  Soviet 
Union,  Poland,  Czechoslovakia,  Hungary,  and  East  Germany 
were  economies  in  chains,  their  state-owned  enterprises 
unproductive  and  uncompetitive.  Far  from  constituting  what 
former  British  Prime  Minister  Harold  Macmillan  called  a  sale 
of  "the  family  silver,"  privatization  of  state-owned  enter- 
prise represents  a  liberation  of  national  resources  for  effi- 
cient use. 

But  private  ownership  is  no  guarantee  of  survival  in  the 
fierce  international  competition  of  today.  Much  more  help  is 
needed  now  from  the  outside,  extending  beyond  credits 
from  the  World  Bank.  To  stimulate  trade,  the  European 
Community  must  cast  aside  its  reservations  and  open  its 
huge  market  to  fledgling  private  outfits,  particularly  in 
food,  commodities,  and  low-tech  manufacturing— fields  in 
which  Eastern  European  countries  are  able  to  compete. 
And  the  Bush  Administration  should  put  its  efforts  toward 
freer  trade  between  the  U.  S.  and  Latin  America  into  high 
gear,  too,  for  the  same  reasons. 

TREASURY  BIDDING: 
MORE  PLAYERS,  PLEASE 

■pj|li<-  Salomon  Brothers  scandal  uncovered  a  parado) 
[the  government-securities  market.  Treasuries  are 
H  foundation  of  the  world's  biggest,  most  liquid, 
most  efficient  financial  market.  But  Salomon's  submission 
improper  bids  in  eight  Treasury  auctions  exposed  a  sean 
side  of  this  business. 

Treasury's  need  to  finance  huge  deficits  has  created  a 
pendent  relationship  in  which  the  government  leans  hea 
on  "primary  dealers"— mostly  big  Wall  Street  houses 
sell  its  debt.  The  dealers,  designated  by  the  Federal  Rest 
Bank  of  New  York  as  the  firms  with  which  it  will  cone 
monetary  policy,  have  gained  a  virtual  lock  on  bidding 
Treasury  auctions  and  have  used  their  influence  to  si 
changes  in  the  government's  murky  rules  and  antiquatei 
nancing  procedures. 

Treasury,  the  Federal  Reserve,  and  Congress  must  bi 
the  power  of  the  dealers  without  sacrificing  the  market's 
ficiency.  The  answer  is  to  open  up  the  bidding  so  that 
stitutional  buyers— mutual  funds,  pension  funds,  and  in 
ers— don't  have  to  go  through  dealers  to  get  the  best  p 
on  government  securities.  Automating  the  auction  pro< 
and  making  price  information  more  readily  available 
open  up  the  auctions  to  more  players.  With  more  bm 
willing  and  able  to  participate,  the  New  York  Fed  ci 
continue  to  use  primary  dealers  for  monetary  operations,! 
should  shelve  requirements  that  they  support  Treasury' 
nancing  with  active  bidding  in  every  auction. 

Broader  participation  will  make  the  market  deeper 
more  transparent.  That  will  make  it  harder  for  a  si 
group  of  bidders  to  squeeze  the  market— and  it  will  re) 
fears  that  it  is  the  dealers,  not  the  government,  whoji 
running  the  show. 

SEND  THE  HAITIAN  JUNTA 
BACK  TO  THE  BARRACKS 

HHiny.  impoverished  Haiti  is  now  the  only  member  ol  the 
Organization  of  American  States  ruled  by  a  military 
Bfl  junta.  That  is  the  reason  why  President  Bush  must  not 
let  Haitian  army  thugs  keep  control  of  the  country  after 
their  bloody  Sept.  29  overthrow  of  Jean-Bertrand  Aristide, 
the  only  legitimately  elected  President  Haiti  has  ever  had. 
Hush's  denunciations  of  Fidel  Castro's  tyranny  will  ring  hol- 
low unless  the  U.  S.  joins  with  other  Latin  American  coun- 
tries to  reverse  the  coup  and  return  Aristide  to  the 
President's  palace  in  Port-au-Prince. 

What  is  at  stake  is  the  hemisphere's  new  commitment  to 
constitutional  rule  by  freely  elected  governments.  That  idea 
has  long  been  endorsed  rhetorically  but  only  recently  put 
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3^T.  nonnal  maintenance,  adjustments,  and  wear  items.  For  further  information,  or  how  to  buy  or  lease  one.  call  1-800-JEEP-EAGLE. 

mmmiaimra  Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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All  this  talk  about  stability. 
No  wonder  you're  so  nervous. 

Relax.  Since  1924,  our  approach  to  retirement  programs  has  been 
built  upon  the  single-minded  pursuit  of  quality. 

Our  unchanging  philosophy  of  pursuing  prudent  risks  plus  our  strict 
investment  guidelines  enable  our  clients  to  prosper,  whether  the 

market  rumbles  or  roars. 

They  are  also  why  our 
Connecticut  General 
Life  Insurance  Company! 
has  consistently  earned 
among  the  highest  ratings 
from  Moody's,  Standard 
&  Poor's  and  A.M.  Best 
To  us,  however,  quality 
means  more  than  having 
excellent  financial  ratings. 

It  means  superior 
fixed  income  results,  with 
guarantees  backed  by 
capital  and  surplus  in 
excess  of  $1  billion, 
amount  that  puts  us  in 
the  top  l%ofallU.S.lif 
insurers.  It  means  providing  everything  you  need  to  run  a  401(k)  or 
pension  plan.  From  plan  design  to  ongoing  management  All  of  which 
allows  us  to  achieve  a  93%  client  and  asset  retention  rate  year  after  year. 

For  further  information,  write  Byron  Oliver,  President,  CIGNA 
Group  Pension,  Dept  M-121,  P.O.  Box  2975,  Hartford,  CT  06104. 
And  we  will  make  sure  that  you  never  get  bent  out  of  shape. 
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We've  noticed  recently  that 
almost  every  computer  man- 
ufacturer and  software  com- 
pany is  talking  about  one 
thing.  Open  systems. 

Unfortunately,  each  of 
those  companies  has  a  differ- 
ent definition  of  open.  To 
some  it  means  UNIX®-based 
systems.  To  others  it  signifies 
compliance  with  standards. 
To  many  it  merely  suggests 
the  ability  to  run  off-the-shelf 
programs. 

At  Digital,  we  take  a 
slightly  different  approach. 
We  don't  define  open  from  a 
vendor's  perspective.  We 
define  it  from  yours. 

We  start  with  the 
premise  that  an  open  system 
must  be  able  to  integrate 
products  from  a  multitude  of 
vendors.  A  feat  that  requires 
not  only  a  strict  adherence  to 
industry  standards,  but  the 
willingness  and  expertise  to 
actually  configure,  implement 
and  support  a  multi-vendor 
system.  Whether  that  system 
is  limited  to  a  single  depart- 
ment, or  extends  across  an 
entire  enterprise. 

This  conviction  is  best 
demonstrated  by  Net- 
work Application  Support 
(NAS),  a  comprehensive 
implementation  of  standards 
that  lets  you  integrate  sys- 


SOME  COMPUTER 


OPEN  SYSTEMS 


terns  and  applications  from 
the  likes  of  IBM®,  Hewlett- 
Packard®,  Sun®,  Compaq®, 


Apph 


an 


d  oth 


ers. 


With  NAS  you  can  run 
applications  across  a  wide 
range  of  systems  with  minimal 
changes.  You  can  get  applica- 


tions to  share  data  and  inter] 
operate.  And  you  can  develc 
networked  applications  sa 
that  they're  impervious  t| 
the  differences  between  on| 
computer  maker  and  anotheri 
It  means  you're  finall ji 
free  to  configure  a  truly  ope  JI 


AS  FRO 


D  I  G  I  T  A 


©  DIGITAL  EQUIPMENT  CORPORATION  199!  THE  DIGITAL  LOGO  IS  A  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION  UNIX  IS  A  REGISTERED  TRADEMARK  OF  UNIX  SYSTEMS 
LABORATORIES,  INC  IBM  IS  A  REGISTERED  TRADEMARK  OF  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION 


si  item  from  any  number  of 
(J  npanies'  products,  able  to 
I  y  and  use  the  best  solution 
H  any  given  need. 

Th  is  commitment  to 
fining  open  in  your  terms  is 
tressed  just  as  eloquently  in 
r  service  and  support.  For 


not  only  do  we  have  the  capa- 
bility to  maintain  over  8000 
hardware  and  software  prod- 
ucts manufactured  by  800 
vendors,  we  can  plan,  design, 
implement  and  manage  the 
open  system  that's  right  for 
you.  Even  assuring  that  it  can 


accommodate  applications  yet 
to  be  conceived. 

Sit  down  with  Digital 
and  you'll  find  that  our  peo- 
ple are  just  as  open  as  our 
technology  and  services. 
Committed  to  understanding 
your  business,  your  problems 
and  your  information  re- 
quirements, even  in  those 
cases  where  the  solution  is 
best  acquired  from  a  com- 
pany other  than  Digital. 

That's  not  to  say  you 
won't  be  inclined  to  pur- 
chase products  and  solutions 
from  us.  Alter  all,  we're  not 
only  the  leader  in  networked 
computing,  we  have  one  of 
the  most  comprehensive  prod- 
uct lines  in  the  computer 
industry,  from  PCs  and 
desktop  workstations  to 
supercomputers  and  main- 
frames, not  to  mention  thou- 
sands of  software  solutions 
available  both  from  us  and 
our  third  party  alliances. 

So  if  you're  interest- 
ed in  open  systems,  talk  to 
us  soon.  Because  while 
other  companies  are  able  to 
sell  you  something  approx- 
imating an  open  system, 
we're  able  to  offer  you 
something  far  more  valu- 
able th  an  an  open  system. 
The  Open 
Advantage. 


r  H  E  OPEN  ADVANTAGE. 
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QUALITY 


OVERVIEW 

What  is  quality,  anyway? 
Take  a  look  at  the  move- 
ment's past,  present,  and 
future  in  the  U.  S.,  ^9 
Japan,  and  Europe  M 


MANAGEMENT 

Saying  you  have  a  quality 
program  is  easy.  Making 
good  on  it  isn't.  Here's 
what  it  takes  to 
do  things  right 


33 


MANUFACTURING 

Some  Western  companies 
are  actually  pulling  even 
with  Japan— but  don't 
expect  the  Japanese  to 
let  that  situation 
stand  for  long 


t 
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SERVICES 

Measuring  quality  is 
harder  in  this  sector— 
and  so  is  bettering  it. 
Yet  concrete  criteria  and 


guidance  from  the  top 
are  paying  off  for  some 
banks,  hospitals,  airlines, 
and  even  some 
retail  outlets 


2  BUSINESS  WEEK/QUALITY  1991 


IMPERATIVE 


THE  PUBLIC  SECTOR 

From  city  hall  to  college 
classroom,  public  institu- 
tions are  adapting  the 
quality-improvement  tech- 
niques used  by  business. 
The  prognosis  ^ 
looks  promising  I 


RESEARCH 

&  DEVELOPMENT 

The  lab  is  finally  throwing 
its  doors  open  to  other 
disciplines,  and  more  mar- 
ketable products  T|  VI 
are  the  result  mr^m 


R&D  STATISTICS 

Soaring  research  costs 
and  plunging  profits  at 
many  companies  add  up 
to  a  tightening  1 
focus  for  R&D  ir 
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DEFINING 
THE  Q-WORD 


Every  time  one  of  us  buys  a  car, 
takes  a  plane,  or  packs  a  child  off 
to  public  school,  we're  reminded  of 
how  critical  quality  has  become  in  mod- 
ern life.  At  today's  prices,  no  one 
wants  a  car  that  falls  short  of  perfect. 
Nor  do  we  like  to  settle  for  lousy  ser- 
vice from  the  airlines  we  fly,  the  stores 
we  patronize,  the  banks  we  do  busi- 
ness with.  We  are  even,  finally,  be- 
coming acutely  aware  of  how  a  bad 
education  can  hurt  not  just  our  kids 
but  our  country.  Quality,  in  short,  may 
be  the  biggest  competitive  issue  of  the 
late  20th  and  early  21st  centuries. 

It  seemed  to  me  ^^^^^^^^m 
that  BUSINESS  week's 
7  million  readers 
can't  know  too  much 
about  so  important 
a  subject.  So  last 
spring,  we  conceived 
this  bonus  issue,  the 
most  ambitious  sin- 
gle project  in  our  62- 
year  history.  Our 
writers  and  editors 
fanned  out  to  every 
place  you  would  ex- 
pect to  find  concern 
over  quality,  includ- 
ing factories  in  the 
U.  S.,  Europe,  and 
Japan.  They  also 
looked  at  some  of 
the  best  medical  labs 
and  most  innovative 
small  companies  in 
America.  And  at 
how  the  Malcolm  Baldrige  National 
Quality  Award  is  making  U.  S.  compa- 
nies more  quality-conscious. 

We  didn't  make  just  the  usual  stops. 
At  SpaResort  Hawaiians,  a  getaway 
north  of  Tokyo,  we  found  that  the 
amount  of  soy  sauce  served  with  meals 
is  measured  down  to  the  milliliter. 
Enough  is  served  to  please  diners, 
without  much  waste.  Oscar  Perales,  a 
local  quality  manager,  gave  us  the  low- 
down  from  General  Motors'  most  error- 
free  North  American  plant— 200  miles 
south  of  the  border  in  Ramos  Arizpe, 
Mexico.  Los  Angeles  Correspondent 
Larry  Armstrong  learned  why  Nissan's 
Infiniti  division  gives  top-flight  service. 


WHAT  IS  QUALITY?  HOW 

IS  IT  ACHIEVED?  SOME 
ANSWERS  SURPRISED  US 


He  took  its  week-long  dealer  traini 
And  guess  which  U.  S.  air  carrier! 
rated  No.  1,  according  to  the  folks  wo 
do  such  rankings?  Try  Seattle-bartl 
Alaska  Airlines. 

The  implications  of  what  we  fond 
are  both  sobering  and  hopeful.  Solv- 
ing because  of  Japan's  formidable  le>. 
But  hopeful,  too,  because  of  the  ga 
U.  S.  companies  are  making.  Qual 
improvement  is  even  showing  up 
the  service  industries  and  public  ins1, 
tutions  that  dominate  the  U.  S.  ecoii 
my.  Ultimately,  that  should  mean  b 
ter  and  cheaper  medical  care,  stoil 
where  the  help  is 
tually  helpful,  a] 
government  that  t 
livers  more  a 
wastes  less. 

More  than  60  p 
pie  worked  on  this, 
sue.  Special  than 
must  go  to  Tony  Pi 
si,  Eph  Lewis,  B 
Arnold,  and  Bill  M 
bach,  who  direct! 
the  project.  And 
other   staffers  w.) 
contributed  so  mucl- 
Otis    Port,  Nao 
Freundlich,  Bob  I 
deri,  Thane  Petersq 
Emily  Smith,  Jo 
Carey,  and  copy  e 
tors  Mike  Mercur 
Marc    Miller,  PJ 
Black,  and  Steve  rjl 
manoff.   The  hail 
some  design  is  the  handiwork  of  a  teil 
led  by  Laura  Baer.  Finally,  in  a  techi- 
logical  triumph,  this  issue  was  product 
using  desktop  publishing,  under  the  | 
rection  of  Yvonne  Rodriguez  with  tj 
support  of  Karen  Calise,  Sharon  Ei| 
Ina  Kichen,  and  Craig  Sturgis.  Pri 
press  production  and  quality  was  hai 
died  by  Mary  Lee  Schneider  and  Ste'jJ 
Romeo. 

We  hope  you'll  find  plenty  of  quali" 
reading  in  the  pages  ahead. 

Editor-in-Chi 
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I  Lad  never  nnel  anyone  who  considered  texthooks  summer  reading 
material.  I  also  never  met  anyone  wLo  la  ad  more  than  two  pocket 
protectors.  He  was  cjmet,  lb  an  it  confident.  So  confident,  he  had  our 
hnsiness  cards  printed  Lefore  the  lease  was  written,  1  tfave  hi  nu  the 


Cross  pen  when  we  finally  signed  it.  I  hnew  he  admired  mine, 

ought  him  one  from  their  distinctive 

Si 


wimen  lie  i 

the  familiar  strokes  on  invoices  and 
I  think  hell  al 


iJi'^mialnre  series,  Hie  barelly 
it,  hwit  I  ve  seen 
memos, 

s  have  it  with  him,  ActnaJIy,  I  know  he 


Vv  .1  . 


.  t  s  the  o  n  1 


lie  he 


CROSS 


s  in  nis  pocket  protector,    since  ib4b 


UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE  FOR  A  CROSS  SIGNATURE  DEALER.  CALL  1-800-654-3880 


Three  reasons  to 
buy  Windows  in  a 
hardware  store.  I 


Get  an  integrated  Windows  computing  solution  that's 
ready-to-run  with  Microsoft"  Windows™  applications. 


Get  on-site  service,  support  and  training  now  and 
in  the  future. 


Get  a  $50  rebate  with  every  Microsoft  Windows 
computing  solution  you  buy. 


If  you're  in  the  market  for  a  new  Windows 
computing  solution,  select  Microsoft  dealers  can 
provide  the  one-stop  shopping  you  need. 

You  see,  your  Microsoft  dealer  will  make 
sure  you  buy  the  right  hardware  to  run  Windows. 
And  he'll  provide  applications  from  our  complete 
family  of  integrated  Windows  software  like 
Microsoft"  Excel  for  Windows"'  and  Microsoft  " 
Word  for  Windows  '— the  first  name  in  spread- 
sheet and  word  processing  programs. 

He  can  also  install  your  Microsoft  Windows 
applications  on  your  new  PCs.  And  provide  a 


variety  of  ongoing  services  and  support* 


Now  buying  a  new,  fully-integrated  Windows 
computing  solution  makes  even  more  business  sense 
Save  up  to  $1,000  on  your  hardware  and  software 
purchases? 

Get  a  ready-to-run  Windows  computing  solutioi 
from  select  Microsoft  dealers  near  you. 

For  your  dealer's  name  and  your  rebate 
certificate,  call  (800)  992-3675,  Dept.  V8, 

Microsoft  I 


'ZjtD  *Not  all  dealers  offer  installation,  support  and  training.  Additional  dealer  charges  may  apply.  'Rebates  limited  to  $1,000  per  company.  Offer  valid  until  12/31/91. 

Ill  Offer  good  only  in  the  50  United  States.  ©  1991  Microsoft  Corporation.  All  rights  reserved.  For  information  only,  in  Canada,  call  (416)  568-3503.  Outside  North 
WndSE:  America,  call  (206)  936-8661.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  CorpoiBl 


IN  40  YEARS,  A  FOCUS  ON  QUALITY  HAS 
turned  Japan  from  a  maker  of  knick- 
knacks  into  an  economic  powerhouse 
—and  U.  S.  and  European  companies 
are  being  forced  to  respond.  The  result: 
a  global  revolution  affecting  every  facet 
of  business.  As  it  becomes  clear  that 
higher  quality  means  lower  costs,  prod- 
ucts will  improve,  and  so  will  services. 
For  the  1990s  and  far  beyond,  quality 
must  remain  the  priority  for  business 
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PRODUCTION 

v  the  quest  for  the  best  can 
isform  a  company  8 

UALITY'S  ROOTS 

dsh  agricultural  research  in  the 
ty  1900s  got  it  all  started  15 

ONEERS 

5  two  elder  statesmen  of  quality 
often  at  odds  17 

LPAN 

|  .  1  is  trying  harder  than  ever  to 
end  its  lead  20 

ENICHI TAGUCHI 

apanese  design  master's  secret 
success  24 


EUROPE 

They  don't  call  it  the  Old  World 
for  nothing  26 

GETTING  IN  SHAPE 

Switzerland's  Sulzer  is  revamp- 
ing its  R&D,  service,  and  man- 
agement  29 
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THE   QUALITY  IMPERATIVE 
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QUESTING  FOR 
THE  BEST 


In  itself,  the  search  for  quality  is  creating  a  revolution 


an  audience  of  mostly 
Japanese  executives  who  have  used  his 
total  quality  control  methods  to  humble 
their  U.  S.  competitors,  he  declared 
that  America  is  about  to  bounce  back. 
In  the  1990s,  he  said,  "Made  in  the 
USA"  will  become  a  symbol  of  world- 
class  quality  again.  Even  if  the  U.  S. 
doesn't  actually  catch  Japan,  he  ex- 
pects big  gains  in  competitiveness. 
"When  30%  of  U.  S.  products  were  fail- 
ures, vs.  3%  for  Japan,  that  was  an 
enormous  difference.  But  at  failures  of 
0.3%  and  0.03%,  it'll  be  difficult  for  any- 
one to  tell." 

It  remains  to  be  seen  if  Juran's  vi- 
sion will  be  fulfilled,  of  course.  But  ma- 
jor industries  in  the  U.  S.  and  Europe 
are  determined  to  prove  him  right. 
These  awakened  giants  see  an  urgent 
need  to  match  the  close-to-perfection 
standard  set  by  Japan  after  40  years  of 
dogged  effort.  Whether  they  catch  up 
or  not  may  be  almost  incidental:  The 
mere  effort  of  trying  will  in  many  ways 
fundamentally  alter  the  way  business  is 
done. 

Already,  business  schools  are  re- 
vamping their  MBA  programs  to  reflect 
this  new  thrust.  U.  S.  companies,  one 
after  another,  are  establishing  an  of- 
fice called  "vice-president  for  quality." 
And  the  gross  deficiencies  being  turned 
up  by  the  four-year-old  Baldrige  quality 
award  competition,  a  response  to 
Japan's  40-year-old  Deming  prize,  are 
being  taken  to  heart.  There's  now  a 
widespread  realization  that  quality  sim- 
ply isn't  implicit  in  the  way  U.  S.  com- 
panies design  and  make  products,  or 
the  way  they  treat  customers. 

One  high-profile  victim  of  such  in- 
sights will  be  "the  traditional  American 
bureaucratic  command-and-control"  style 
of  management,  says  Paul  H.  O'Neill, 
chairman  of  Aluminum  Co.  of  America. 


In  the  future,  managers  will  have  to 
cede  power  and  responsibility  to  em- 
ployees, the  people  who  can  do  the 
most  about  quality.  In  Europe,  which 
experts  say  lags  a  decade  behind  the 
U.  S.,  a  similar  revolution  may  be  re- 
quired. Old  world  craftsmanship  will 
have  to  give  way  to  strategies  that 
stress  not  just  precision  but  speed  and 
service,  too. 

An  ironic  sign  of  the  quality  push 
is  the  respect  now  accorded  at  home  to 
Juran  and  his  archrival,  W.  Edwards 
Deming,  for  whom  the  Deming  prize  is 
named.  Four  decades  ago,  they  were 
prophets  without  honor  in  their  own 
country  and  had  to  go  to  Japan  to  get 
their  ideas  tested.  Now,  American  busi- 
ness is  finally  listening.  Partly  as  a  re- 
sult, such  key  U.  S.  products  as  autos, 
semiconductors,  and  office  equipment 
are  drawing  close  to  the  quality  of  their 
Japanese  rivals.  More  important,  the 
focus  on  quality  is  going  beyond  an  us- 
vs.-them  mentality.  Here  and  there,  a 
new  philosophy  is  taking  hold:  Excel- 
lence should  be  the  norm,  not  the  ex- 
ception. Motorola  Inc.,  for  example, 
may  soon  adopt  an  unheard-of  goal— 60 
defects  or  less  for  every  billion  compo- 
nents it  makes. 

What  took  so  long?  It's  not  that 
quality  is  hard  to  define:  it's  simply 
the  absence  of  variation.  Thus,  a  Chev- 
rolet can  have  just  as  much  quality  as 
a  Rolls-Royce,  and  the  service  at  a  dis- 
count store  can  be  equally  "good"— free 
of  variations— as  at  Bergdori'-Goodman. 
Even  a  perfect  product  can't  do  more 
than  it  was  designed  to  do:  Don't  count 
on  a  Chevy  to  perform  like  a  Rolls. 
Still,  reducing  the  variations  that  cause 
defects  usually  cuts  costs  as  well,  en- 
suring that  customers  get  what  they 
pay  for. 

The  main  hangup,  at  least  in  Ameri- 
ca, was  that  quality-boosting  efforts 
suffered  from  a  lack  of  top-floor  com- 
mitment. An  example  is  quality  circles, 
which  caught  fire  and  then  flamed  out 
a  decade  ago.  That  stab  at  a  quick  fix 
failed,  says  Bill  Sheeran,  technology 


A  GLOSSARY 
OF  QUALITY- SPEAK 

ACCEPTABLE  QUALITY  LEVEL  (AQL): 
Minimum  number  of  parts  that  must  comply  with 
quality  standards,  usually  stated  as  a  percentage 

COMPETITIVE  BENCHMARKING:  Rating  a 
company's  practices,  processes,  and  products 
against  the  world's  best,  including  those  in  other 
industries 

CONTINUOUS  -  IMPROVEMENT  PRO- 
CESS (CIP):  Searching  unceasingly  for  ever-high- 
er levels  of  quality  by  isolating  sources  of  defects. 
The  goal:  zero  defects.  The  Japanese  call  it  Kaizen 

CONTROL  CHARTS:  Statistical  plots  derived 
from  measuring  factory  processes,  they  help  detect 
"process  drift,"  or  deviation,  before  it  generates  de- 
fects. Charts  also  help  spot  inherent  variations  in 
manufacturing  processes  that  designers  must  ac- 
count for  to  achieve  "robust  design"  (below) 

JUST-IN-TIME  (JIT):  When  suppliers  deliver 
materials  and  parts  at  the  moment  a  factory  needs 
them,  thus  eliminating  costly  inventories.  Quality  is 
paramount:  A  faulty  part  delivered  at  the  last 
minute  won't  be  detected 

PARETO  CHART:  A  bar  graph  that  ranks  causes 
of  process  variation  by  the  degree  of  impact  on 
quality 

POKA-YOKE:  Making  the  workplace  mistake- 
proof.  A  machine  fitted  with  guide  rails  permits  a 
part  to  be  worked  on  in  just  one  way 

QUALITY  FUNCTION  DEPLOYMENT 

(QFD):  A  system  that  pays  special  attention  to 
customer  wants.  Activities  that  don't  contribute  are 
considered  wasteful 

ROBUST  DESIGN:  A  discipline  for  making  de- 
signs "production-proof"  by  building  in  tolerances 
for  manufacturing  variables  that  are  known  to  be 
unavoidable 

SIX-SIGMA  QUALITY:  A  statistical  measure 
expressing  how  close  a  product  comes  to  its  quality 
goal.  One-sigma  means  68%  of  products  are  ac- 
ceptable; three-sigma  means  99.7%.  Six-sigma  is 
99.999997%  perfect:  3.4  defects  per  million  parts 

STATISTICAL  PROCESS  CONTROL  (SPC): 

A  method  of  analyzing  deviations  in  production 
processes  during  manufacturing 

STATISTICAL  QUALITY  CONTROL  (SQC): 

A  method  of  analyzing  measured  deviations  in 
manufactured  materials,  parts,  and  products 

TAGUCHI  METHODS:  Statistical  techniques 
developed  by  Genichi  Taguchi,  a  Japanese  consul- 
tant, for  optimizing  design  and  production.  These 
are  used  often  on  "robust  design"  projects 

TOTAL  QUALITY  CONTROL  (TQC):  The 
application  of  quality  principles  to  all  company  en- 
deavors, including  satisfying  internal  "customers." 
Manufacturing  engineers,  for  instance,  are  cus- 
tomers of  the  design  staff.  Also  known  as  total 
quality  management  (TQM) 


QUALITY:  OVERVIEW 


vice-president  for  General  Electric  Co.'s 
appliance  operations,  because  compa- 
nies "didn't  empower  employees  to  car- 
ry through  with  it." 

This  time,  a  stronger  imperative  is 
at  work— survival.  For  instance.  Alcoa's 
O'Neill  argues  that  as  trade  banners 
come  down,  worldwide  competition  will 
turn  white-hot.  Only  companies  with 
the  finest  quality  will  thrive— and  not 
because  of  quality  alone.  Two  by-prod- 
ucts of  making  or  doing  things  better 
are  almost  always  lower  costs  and  high- 
er productivity. 

This  potential  is  why  many  senice 
industries  are  taking  their  first  small, 
painful  steps  in  quality  improvement 
(page  yyi.  Stores,  banks,  insurers,  and 
airlines  are  deciding  that  their  real 
stock-in-trade  is  keeping  customers  hap- 
py. At  First  Hawaiian  Bank,  tellers 
with  a  free  moment  phone  longtime 
depositors  to  thank  them  and  ask  how 
service  might  be  improved.  Allstate 
Insurance  Co.  is  teaching  workers  to 
think  like  experts  so  they'll  make  few- 
er errors,  and  early  results  are  im- 
pressive: accuracy  doubles  even  though 
execution  time  halves.  Even  the  public 
sector  is  getting  the  bug  'page  131). 
The  University  of  Wisconsin,  for  in- 
stance, is  working  with  public  schools, 
police  departments,  and  state  agencies 
to  improve  their  performance. 

Until  recently,  many  such  efforts 
were  delayed  by  the  mistaken  belief 
that  better  quality  costs  more.  Since 
excellence  is  measured  by  lack  of  de- 
fects, "the  historical  approach  was  to 
add  more  inspection  steps."  says  John 
C.  Day.  DuPont  Co.'s  manager  of 
world-class  manufacturing.  In  an  in- 
spection-oriented plant,  more  than  half 


of  all  workers  are 
somehow  involved  in 
finding  and  reworking 
rejects.  The  total  in- 
vestment in  this  pro- 
cess can  account  for 
20%  to  35cc  of  produc- 
tion costs,  and  in  ex- 
treme cases  50%.  The 
Japanese,  following  the 
advice  of  Deming  and 
Juran.  devised  a  cheap- 
er system.  They  in- 
spect a  product  before 
it's  made— in  the  design 
stage— and  they  engi- 
neer the  manufacturing 
process  to  be  stable 
and  reliable.  If  the  de- 
sign is  good,  and  so  is 
the  process,  quality  is 
inherent. 

Still,  in  anything  as 
complex  as  a  factory, 
variation  is  a  constant 
threat.  Some  of  this  is 
controllable,  some  isn't. 
That's  where  Deming's 
method,  statistical  qual- 
ity control  (SQCI.  comes 
in.  It  enables  engineers  to  tell  the  dif- 
ference between  avoidable  and  unavoid- 
able errors  and  track  down  the  causes 
of  controllable  problems.  In  the  U.  S.. 
SQC  was  used  widely  during  World  War 
EL  But  after  the  war.  companies  were 
too  busy  to  bother.  Swamped  by  pent- 
up  demand,  they  cranked  out  products 
and  let  quality  fend  for  itself. 

The  Japanese,  meanwhile,  were  get- 
ting ahead.  They  bought  into  Juran's 
concept  of  total  quality  control— apply- 
ing quality  principles  not  just  in  the 


MANUFACTURING 

IN  COMPANIES  SUCH  AS  IBM, 
AUTHORITY  IS  BEING  PUSHED 
DOWN  IN  THE  RANKS— AND  WHEN 
TROUBLE  HITS,  AN  INTERNAL 
CONSULTANT  IS  ON  CALL 


factory  but  to  e 
operation.  inciu< 
dealings  with  suppl 
As  a  result.  Toyota 
tor  Co.  Vice-Presi< 
Taiichi  Ohno  and  in 
trial  consultant  Sh 
Shingo  devised  Toy 
kanban  system,  w 
blossomed  into  the , 
in-time  (JIT)  moverr 
The  concept  behin 
is  to  deliver  parts  t 
assembly  line  at 
the  moment  th< 
needed.  This  h 
down  costs,  but  i 
quires  consistently 
quality  up  and  d 
the  supply  chain. 

Shingo  had  a  co| 
of  other  ideas,  noi 
poka-yoke.  a  wa 
minimize  human  e: 
If  a  car's  headli 
have  been  design 
it's  possible  to  i 
them  upside-down 
instance,  poka-yoke 
to  change  the  de 
United  Electric  Controls  Co..  a 
of  industrial  sensors  and  contro 
Watertown.  Mass.,  is  a  recent  S 
convert.  It  has  added  beveled 
to  parts  so  that  they  can  only 
sembled  the  correct  way.  helping 
delivery  times  from  12  weeks  to  ti 
days.  "If  you  compare  us  to  a  Toj 
we're  nowhere,"  says  Vice-Presi 
Bruce  Hamilton.  "But  we  are  tap 
business  from  our  competitors." 

A  more  radical  approach  comes  1 
Genichi  Taguchi.  a  well-known  J 


COMPARING  QUALITY  CULTURES 


How  companies  in  four  leading  trading  nations  stack 
up  in  commitment  to  five  strategic  quality  elements 
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engineering  consultant  (page  24). 
alls  it  "robust  design."  Taguchi  ar- 
that  missing  the  quality  target  in 
isistent  manner  can  be  better  than 
lg  it,  at  least  when  the  allowable 
itions  are  scattered  all  over  the 
3t  area.  He  draws  an  analogy  be- 
ll two  marksmen:  One  always  hits 
nch-diameter  bull's-eye,  but  the 
» are  scattered  from  edge  to  edge, 
other  hits  the  bull's-eye  less  of- 
but  all  shots  are  grouped  in  a  3- 
circle.  The  latter  would  win  hands 
i  if  he  adjusts  his  rifle's  sights, 
'onsistency  is  critical,  Taguchi  in- 
,  because  of  a  rule  of  thumb  called 
quality  loss  function.  It  holds  that 
deviation  from  dead  center,  no  mat- 
low  small,  increases  a  product's  ul- 
te  cost,  including  warranty  liability 
lost  customer  goodwill.  Taguchi's 
;hts  have  been  a  staple  of  Japa- 
engineering  education  for  three 
des.  But  they  were  almost  un- 
vri  in  the  U.  S.  until  1983,  when 
Motor  Co.  began  teaching  them  to 
engineers  (page  70).  Only  now  are 
catching  on  broadly.  Which  is  one 
(any  reasons  why  many  U.  S.  and 
jpean  manufacturers  find  them- 
is  sitting  where  the  Japanese  were 
cade  or  two  ago. 

there's  an  overriding  lesson  to 
earned  from  the  evolution  of  qual- 
in  Japan,  it's  that  there  are  no 


DESIGN 

AT  PRATT  &  WHITNEY,  COMPUTER-AIDED 
DESIGN  DOES  MORE  THAN  SPEED  UP 
PRODUCT  DELIVERY-IT  HELPS 
IDENTIFY  PROBLEMS  AT  THE  SOURCE 


easy  answers.  Total  quality  "is  not  a 
cookbook  thing,"  says  David  K.  Snedik- 
er,  a  vice-president  who  runs  the  qual- 
ity program  at  Battelle  Memorial  Insti- 
tute in  Columbus,  Ohio.  "It's  a 
culture-transforming  approach."  Even 
statistical  quality  control  is  "just  one 
step  on  a  long,  long  road  to  world- 
class  quality,"  adds  Thomas  G.  Gunn, 
head  of  consultant  Gunn  Associates 
Inc.  in  Bryn  Mawr,  Pa.  "And  if  you 
ever  think  you're  there,  you're  wrong. 
You  can  never  stop." 


It  may  sound  absurd,  but  perhaps 
the  surest  way  to  improve  quality  is 
through  speed— by  cutting  the  cycle 
time  from  inception  to  delivery,  be  the 
product  a  car,  a  piece  of  research,  or  an 
insurance  claim.  "Quality  and  cycle  time 
is  like  the  yin  and  yang,"  says  James  F. 
Swallow,  a  vice-president  at  consultant 
A.  T.  Kearney  Inc.  "If  you  go  after  cycle 
time,  you  lower  the  water  level  in  your 
lake,  and  suddenly  all  the  rocks  stick 
out"— exposing  the  places  where  quality 
runs  aground. 

Getting  employees  to  support  a  qual- 
ity program  can  be  hard  at  first.  Scien- 
tists often  dismiss  the  suggestion  that 
quality  techniques  could  apply  to  their 
creative  endeavors.  "That's  a  pile  of 
crap,"  says  A.  Blanton  Godfrey,  chair- 
man of  Juran  Institute  Inc.,  which 
Juran  founded  in  1979.  What  really 
stands  in  the  way  of  turbocharging 
research  and  development?  His  answer: 
trivial  organizational  things,  like  going 
to  staff  meetings,  writing  reports, 
and  ordering  supplies.  Studies  show 
that  researchers  rarely  spend  more 
than  a  quarter  of  their  day  in  the 
lab,  and  design  engineers  work  on 
design  only  20%  of  the  time.  Alleviat- 
ing the  impediments  can  be  as  simple 
as  drawing  attention  to  them,  as 
Eastman  Kodak  Co.  has  found  by  get- 
ting its  patent  lawyers  to  cooperate 
with  its  scientists,  instead  of  serving 
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as  patent  gatekeepers  (page  152). 

What  makes  all  this  worth  the  trou- 
ble is  that  breezing  through  product 
cycles  in  a  third  of  the  time  that  com- 
petitors take  will  earn  profits  three 
times  as  fat  and  triple  growth,  accord- 
ing to  a  rule  of  thumb  from  Arthur 
Andersen  &  Co.  "The  typical  job  shop 
has  20-,  30-,  40-week  lead  times,"  notes 
Steven  M.  Hronec,  head  of  Andersen's 
manufacturing  practice.  "But  most  parts 
only  take  8  to  10  hours  of  production." 
In  between,  they're  waiting  in  line  to 
be  worked  on.  Getting  rid  of  such  "dead 
time"  improves  customer  service.  Qual- 
ity goes  up  because  parts  get  handled 
less.  And  profits  soar.  "If  your  com- 
petitors deliver  something  in  20  weeks, 
and  you're  all  by  your- 
self with  a  six-week 
schedule,  you've  got  a 
lot  more  flexibility 
with  pricing,"  Hronec 
says.  Next  to  technolo- 
gy leadership,  adds 
IBM  President  Jack  D. 
Kuehler.  "shorter  cy- 
cle times  are  what 
give  you  the  most 
competitive  products." 

Du  Pont  proved 
that  with  Kalrez,  a 
rubbery  plastic  that 
pulls  in  revenues  of 
S32  million  a  year.  In 
1988,  Kalrez  had  90% 
of  its  market.  Then, 
Japanese  rivals  started 
gaining  ground  with 
better  customer  ser- 
vice. Du  Pont  retaliat- 
ed by  shortening  its 
production  cycle  from 
70  days  to  16,  cutting  its  order-filling 
lead  times  from  40  days  to  16,  and 
boosting  on-time  deliveries  from  70% 
to  100%.  "We  learned  that  we  really 
have  the  ability  to  respond  very  quick- 
ly," says  DuPont's  Day.  Result:  Sales 
climbed  22%  last  year. 

Another  signpost  of  quality  is  called 
benchmarking.  This  involves  rating  a 
company's  major  business  practices 
against  the  world's  best— not  just  the 
best  in  the  same  industry  or  the  same 
country— and  then  emulating  those 
practices.  This  is  what  O'Neill  had  in 
mind  last  August,  when  he  threw  out 
Alcoa's  decade-old  program  of  "continu- 
ous improvement"  in  favor  of  a  "quan- 
tum improvement"  plan. 

To  make  the  first  quantum  leap, 
O'Neill  quintupled  the  spending  author- 
ity of  front-line  managers  to  $5  mil- 
lion. Then  he  told  all  business  units— 
from  primary  aluminum  to  aluminum 


siding— to  close  the  gaps  between  Alcoa 
and  benchmark  leaders  by  80%  within 
two  years.  O'Neill  likes  this  approach 
because  it's  unambiguous:  "World  stan- 
dards are  measurable,  and  they  are 
practiced  somewhere."  So,  managers 
can't  say  it  can't  be  done.  If  Alcoa 
boosts  its  yield  of  good-quality  alumi- 
num sheet  for  beverage  cans  from  its 
current  70%  to  the  80%  world  stan- 
dard at  Japan's  Kobe  Steel  Ltd.,  it 
would  add  $1  in  per-share  earnings,  ac- 
cording to  one  Wall  Street  estimate. 

To  make  benchmarking  easier,  sever- 
al best-practices  data  bases  are  being 
developed.  For  instance,  Ernst  &  Young 
and  the  American  Quality  Foundation 
(aqf),  a  new  organization  in  New  York 


City,  have  just  pro- 
duced The  Internation- 
al Quality  Study.  It 
looks  at  500  compa- 
nies in  the  automo- 
tive, banking,  comput- 
er, and  health  care 
industries  in  four 
countries  (chart,  page  10).  More  than 
half  the  U.  S.  companies  reported  that 
executive  pay  will  soon  be  pegged  in 
part  to  quality.  "If  that  happens,  the 
U.  S.  should  eventually  become  far  and 
away  the  leader,"  says  aqf  President 
Joshua  Hammond.  "In  the  U.  S.,  what 
gets  rewarded  gets  done." 

Houston's  American  Productivity  & 
Quality  Center,  meanwhile,  is  devising 
a  Benchmarking  Clearinghouse.  And 
last  March,  A.T.  Kearney  wrapped  up 
a  best-of-the-best  study  of  product  de- 
velopment at  nine  U.  S.  and  six  Japa- 
nese manufacturers.  It  shows  that  Ja- 


MARKET  RESEARCH 

COMPANIES  ARE  LISTENING  HARDER 
TO  THE  CONSUMER  ALL  THE  TIME- 
INCREASINGLY  AWARE  THAT  IF  THE 
CUSTOMER  ISN'T  HAPPY,  NOBODY  IS 


pan  has  a  lead,  sometimes  consiM 
able,  across  the  board  (chart,  page» 
Of  all  the  benchmarks,  the  most! 
portant  may  be  customer  satisfactjl 
In  fact,  this  gets  the  most  emphasS 
evaluating  Baldrige  contestants:  301 
a  possible  1,000  points.  "Quality  is  & 
as  good  as  the  customer  says  it  is,  I 
what  the  numbers  on  an  engine! 
quality-control  charts  show,"  saysB 
mand  V.  Feigenbaum,  president  of  (m 
eral  Systems  Co.,  a  Pittsfield  (M^ 
consultant.  Stephen  R.  Huffine,  a 
manager  for  Rex  Business  Mach 
Inc.,  an  Indianapolis  office  equipnM/ 
dealer,  discovered  that  in  August  w 
he  met  with  a  customer  he  had    J  A 1 1 
lost.  "We  learned  that  we'd  had  m;  , 
equipment  probh 
and     didn't  fol 
through.    And   t  i|f 
didn't  like  our  bil  am 
procedures,"  he  si  Ivl* 
Yet  what  the  custoifciy  t 
wanted  "was  so  b  ^1  V 
and  simple  it  shoul 
been  done  a  long  t 
ago." 

Probably  the  t 
first  step  toward  «• 
tomer  satisfaction  i 
get  employees  to 
cus  inward  and  pie 
internal  customei- 
the  people  just  doi 
the  assembly  linew 
in   the   next  offfe 
"Whatever  your  jots 
you've  got  a  supps 
and  a  customer,"  sr, 
Edward  Fuchs,  diif 
tor  of  the  Quality 
cellence  Center 
at&t  Bell  Laborn 
ries.  This  simple  ica 
he  adds,  "can  h.* 
profound  effects." 

Internal  custom 
satisfaction  is  a  Iry 
element  of  a  qua  y 
program  that  II 
launched  in  January,  1990.  A  high-t  h 
service  desk  at  IBM's  Southeast  Regin 
headquarters  in  Research  Triane 
Park,  N.  C,  is  called  Solution  Cent! 
It  guarantees  fast  response  to  mann- 
ers or  workers  who  are  stymied  y 
bureaucracy  or  need  help  with  a  p> 
blem— any  problem.  To  serve  the  s 
gion's  39,000  employees,  50  agents  fe 
on  call  95  hours  a  week,  includg 
weekends,  to  run  interference  or  hil 
down  the  expert  the  caller  needs,  j 
So  many  factors  come  into  playki 
total  quality  that  failure  is  likely  wif 
out  reforms  in  U.S.  and  Europm 
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Sometimes,  it  sounds  as  if 
industry  is  an  offshoot  of 
farming:  Startup  companies 
sprout  from  seed  money. 
Managers  plow  capital  into 
new  plants  and  cultivate 
markets  to  reap  profits.  But 
when  it  comes  to  quality,  agriculture  deserves 
more  than  a  metaphoric  nod.  In  fact,  the  en- 
tire quality  movement,  and  the  field  of  statis- 
tics in  general,  springs  from  agricultural  re- 
search, notably  the  genius  of  Britain's  R.  A. 
Fisher.  To  speed  up  development  of  better 
crop-growing  methods,  Fisher  perfected  scien- 
tific shortcuts  for  sifting  through  mountains  of 
data  to  spot  key  cause-and-effect  relationships. 

Fisher's  work  during  the  first  two  decades 
of  this  century  electrified  Walter  A.  Shew- 
hart,  a  physicist  at  AT&T  Bell  Laboratories. 
By  the  1930s,  he  had  transformed  Fisher's 
methods  into  a  quality-control  discipline  for 
factories— and  inspired  W.  Edwards  Deming 
and  J.  M.  Juran  to  devote  their  lives  to  qual- 
ity (page  17).  After  World  War  II,  Genichi 
Taguchi,  a  Japanese  engineer,  amplified 
Fisher's  insights  with  some  novel  twists,  and 
the  Taguchi  method  soon  became  a  staple  of 
engineering  education  in  Japan  (page  24). 
More  recent  research— by  statisticians  such  as 
George  E.  P.  Box,  a  Briton  at  the  University 
of  Wisconsin;  Jeff  Wu,  a  Box  protege  at 
Canada's  University  of  Waterloo;  and  Donald 
W.  Marquardt  at  DuPont— has  moved  beyond 
those  pioneers.  But  much  of  this  recent  work 
is  just  starting  to  be  used  by  industry. 

Until  Fisher  came  along,  the  trouble  with 
crop  experiments  was  that  they  were  ago- 
nizingly slow.  The  main  limitation,  says  A. 
Blanton  Godfrey,  chairman  of  Juran  Institute 
Inc.,  is  that  crop  researchers  "get  just  one 
shot  a  year.  They  can  plan  a  field  experi- 
ment all  winter  long,  but  they  can  run  it 
only  during  the  summer."  What  Fisher  de- 
vised was  a  way  to  organize  a  series  of  ex- 
periments that,  with  an  incredibly  small 
number  of  test  runs,  reveals  crucial  interac- 
tions among  a  multitude  of  variable  factors- 
— such  as  various  planting  times  and  seed 
depths,  different  fertilizer  formulations  and 


amounts,  and  varying  amounts  of  irrigation. 

Here's  a  factory  equivalent:  Roughly  a 
dozen  major  variables  affect  a  car's  steering 
performance,  from  how  well  the  steering 
column's  parts  fit  together  to  the  stiffness  of 
the  shock  absorbers  and  springs.  To  test 
what  would  happen  if  any  one  factor  were 
changed,  more  than  4,000  experiments 
would  have  to  be  run— prohibitive  in  terms 
of  both  time  and  money.  "And  you  still 
wouldn't  know  the  effects  of  interactions,"  or 
what  happens  when  two  or  more  factors 
change  at  the  same  time,  notes  Edward 
Fuchs,  director  of  Bell  Labs'  Quality  Excel- 
lence Center.  That  would  require  479  million 
tests.  Yet  Fisher's  methods  would  uncover 
such  interactions  with  just  14  test  runs— in 
much  the  way  that  pollsters  can  divine  opin- 
ion trends  among  250  million  Americans  by 
interviewing  fewer  than  2,000  people. 

American  manufacturing  turned  its 
back  on  Fisher  and  Shewhart  in  the 
postwar  boom,  just  when  Japan  was 
learning  the  power  of  statistics  from  Deming 
and  Taguchi.  Today,  experts  say,  American 
engineers  still  tend  to  rely  too  much  on  seat- 
of-the-pants  laxity,  while  Japanese  designers 
use  statistical  rigor  to  help  please  the  custom- 
er. Only  since  the  1980s  has  this  begun  to 
change  significantly.  Eastman  Kodak  Co.,  for 
instance,  now  puts  all  managers  through  a 
four-month  quality  course  that  emphasizes 
statistics.  And  Hewlett-Packard  Co.  is  using 
one  of  Box's  techniques  to  analyze  warranty 
claims,  though  as  yet  only  part  of  the  find- 
ings are  recycled  to  improve  design. 

Now,  many  U.  S.  companies  are  taking  a 
look  at  what  the  newest  statistical  tools 
promise:  a  way  to  leapfrog  Japan.  Taguchi's 
ideas  have  become  "old  hat,"  says  J.  Stuart 
Hunter,  professor  emeritus  of  statistics  at 
Princeton  University.  Even  better  tech- 
niques for  modeling  processes  and  improving 
quality  are  evolving  all  the  time,  many  per- 
fected by  Wisconsin's  Box— who  continues  to 
build  on  the  heritage  of  R.  A.  Fisher. 

By  Otis  Port  in  New  York,  with  John  Car- 
ey in  Washington 


management  styles.  For  the  past  two 
decades,  Western  executives  have 
blamed  their  market  problems  on  un- 
fair competition  or  inflated  wages,  says 
the  Juran  Institute's  Godfrey.  "Then 
the  Japanese  opened  factories  in  the 
U.  S.,  and  these  slovenly,  overpaid 
American  workers  produced  quality 
products."  So,  he  believes,  "all  the  ex- 
cuses have  gone  away."  Indeed,  Dem- 
ing  and  Juran  estimate  that  85%  of  all 
quality  problems  are  management's  do- 
ing, such  as  saddling  workers  with  in- 
ferior machines. 

Instead  of  looking  inward  for  a  solu- 
tion, U.  S.  executives  have  blamed  "cul- 
tural" differences,  usually  the  Japanese 
penchant  for  teamwork.  America  may 
not  use  teamwork  enough,  but  the  cul- 
ture at  fault  is  the  one  erected  by 
management.  Most  barriers  to  inter- 
nal collaboration  come  from  managers 
anxious  to  defend  their  fiefdoms.  "All 
employees  want  to  make  better  prod- 
ucts," if  only  managers  would  let  them, 
says  James  R.  Kirk,  senior  vice-presi- 
dent for  R&D  and  quality  assurance  at 
Campbell  Soup  Co. 

In  1980,  when  Campbell  launched  its 
first  quality  campaign,  top  managers 
and  line  workers  got  extensive  train- 
ing. Middle  managers  didn't,  on  the 
premise  that  they  understood  the  need 
for  better  quality  and  would  support 
the  program.  Not  so,  recalls  Tommy 
L.  Shannon,  then  vice-president  for 
quality  assurance  at  Campbell  North 


America.  The  middle  managers  resist- 
ed because  they  felt  they  were  losing 
power,  he  says.  "Employees  were  being 
told  to  do  the  things  that  they,  the 
managers,  had  been  doing.  So  we  had 
to  train  our  managers  to  be  more 
hands-off." 

Empowering  workers  may  eventu- 
ally give  U.  S.  companies  a  shot  at 
leapfrogging  Japan  in  quality  by 
unleashing  a  flood  of  creative  talent— 
because  it's  the  employees  themselves 
who  generally  find  the  best  solution. 
Hewlett-Packard  Co.  provides  a  classic 
example:  At  one  HP  factory  a  decade 
ago,  four  of  every  1,000  soldered  con- 
nections were  defective,  not  bad  for 
those  days.  Engineers  were  called  in, 
and  they  cut  the  defect  rate  in  half  by 
modifying  the  process.  Then,  HP  turned 
to  its  workers.  They  practically  rebuilt 
the  operation— and  slashed  defects  a 
thousandfold,  to  under  two  per  million. 

In  short,  the  implications  emerging 
from  the  total  quality  movement  go 
way  beyond  better  products.  They 
strike  to  the  heart  of  management  and 
organizational  theory.  "Quality  is  too 
narrow  a  name  for  what  we  are  talking 
about  now,"  says  Brian  L.  Joiner,  head 
of  Joiner  Associates  Inc.,  a  Madison 
(Wis.)  consulting  firm.  He  terms  it 
"fourth-generation  management." 

This  realization  is  long  past  due.  The 
structure  of  U.  S.  corporations  still 
harks  back  to  the  time  of  Henry  Ford 


and  the  productivity  theories  of 
rick  Winslow  Taylor.  In  those 
most  factory  workers  were  ine? 
enced  immigrants  from  rural  are 
overseas,  so  jobs  had  to  consist  oi 
pie  tasks  that  were  repeated  endl 
Most  U.  S.  companies  are  still 
gling  to  leave  this  structure  behii 

In  the  meantime,  Japan  is  uj 
the  quality  ante.  Since  1986,  Ni 
NEC,  Hitachi,  and  seven  other  le 
companies  have  been  heading  a 
hush  effort  by  200-plus  business 
figure  out  how  to  jump  to  the 
plateau,  where  defects  and  errors 
pear  entirely.  One  concept  is  to 
each  product  assembled  from  mac 
order  components.  If  one  part  gets  r 
duced  slightly  out  of  kilter,  comr.  ^  thev 
ized  controls  will  automatically  a 
the  dimensions  of  other  parts  to 
pensate  for  the  deviation.  Work 
these  lines  is  getting  under  way  i 
U.  S.,  too— at  the  National  Cente 
Manufacturing  Sciences  in  Ann  A 
Mich.,  and  at  Lehigh  University. 

Even  optimists  don't  expect  thei 
"perfect  factory"  before  the  year 
And  if  it  comes,  it  will  only  set  a| 
benchmark  that  everyone  else 
then  struggle  to  emulate.  So  thl 
no  end  in  sight  to  the  long,  arc©1, 
climb  toward  better  products  anoK 
vices.  The  quality  imperative  is  toM 
slogging  away. 

By  Otis  Part  in  New  York,  withm' 
Corey  in  Washington  and  bureau  rem 
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For  more  than  four  decades, 
W.  Edwards  Deming  and 
J.M.  Juran  have  been  the 
preeminent  champions  of 
quality.  While  they  cross 
paths  often  and  maintain  an 
air  of  cordiality,  they're  also, 
beneath  the  surface,  keen  rivals. 

Deming,  the  senior  guru  of  statistical  quality 
control  (SQC),  towers  over  Juran  in  both  phys- 
ical stature  and  fame.  He  is,  after  all,  the 
namesake  of  Japan's  Deming  prize.  It  was 
created  in  1951,  just  after  his  first  lecture  tour 
there,  and  quickly  became  Japan's  most  covet- 
ed industrial  award.  Still  a  spry  workaholic 
at  91,  Deming  has  a  legendarily  caustic  temper 
that  flares  at  the  sug- 
gestion that  Juran's 
ideas  have  much  mer- 
it or  staying  power. 
"I'm  not  interested  in 
stamping  out  fires. 
That's  what  Juran 
does,"  he  says.  "I'm 
creating  a  system  of 
profound  knowledge 
that  will  still  be  good 
a  century  from  now." 
At  87,  Juran  is  able  to 
give  as  good  as  he 
gets.  "Recognition  has 
become  the  biggest 
thing  in  Deming's 
life,"  he  argues.  "But 
the  Deming  prize  is 
much  more  important 
than  he  is— just  like 
the  Nobel  prize  and 
Alfred  Nobel." 

Along  with  his 
trademark  bow  tie,  Ju- 
ran is  best  known  for 
being  the  elder  states- 
man of  total  quality 
control  (tqc).  He,  too, 
has  found  his  most 
loyal  following  in  Japan,  where  he  first  de- 
scribed his  method  in  1954.  While  Deming's 
three-year  lead  there  has  won  him  more  notice, 
there's  a  line  of  thinking,  heavily  subscribed  to, 
that  Juran's  influence  has  been  greater  over  the 
years.  Once  tqc  became  widely  known,  "Juran 
was  more  important  to  Japan  than  Deming," 
says  Junji  Noguchi,  executive  director  of  the 
Japanese  Union  of  Scientists  &  Engineers 
(JUSE),  which  runs  the  Deming  competition. 
"SQC  applies  only  to  technicians,"  Noguchi  adds. 


'RECOGNITION 
HAS  BECOME 


"Juran  applied  quality  to  everybody,  from  man- 
agers to  clerical  staff." 

To  acknowledge  Juran's  role,  JUSE  in  1969 
proposed  a  superprize,  the  Juran  Medal,  for 
Deming  winners  who  then  demonstrated  con- 
tinuous quality  improvement  over  five  years. 
Juran  recalls  stammering  a  noncommittal  re- 
sponse to  the  notion.  The  Japanese  remember 
it  as  a  polite  turndown. 

Despite  their  differences,  Deming  and  Juran 
have  lived  parallel  lives.  Both  came  from  humble 
origins:  Deming  grew  up  in  a  tarpaper-covered 
shack  near  Cody,  Wyo.,  Juran  in  a  tarpaper 
shack  near  Minneapolis.  Both  got  into  the  qual- 
ity game  by  chance.  In  the  mid- 1920s,  both  men 
took  jobs  with  Western  Electric  Co.  Moth  came 
under  the  influence  of 


FIRES.  THAT'S 
WHAT  JURAN  DOES 


Walter  A.  Shewhart, 
the  AT&T  Bell  Laborato- 
ries physicist  who  was 
turning  statistical  con- 
cepts that  originated  in 
agricultural  research 
into  a  manufacturing 
discipline  (page  15).  Af- 
ter World  War  II,  both 
Deming  and  Juran  be- 
came independent  con- 
sultants. 

Deming  still  runs  a 
one-man  show  from  a 
Washington,  D.  C,  of- 
fice, though  he  is  now 
surrounded  by  disci- 
ples. Five  years  ago, 
he  began  videotaping 
selected  lectures  and 
conversations  with  oth- 
er quality  experts,  now 
available  from  Films 
Inc.  in  Chicago.  He  still 
attends  Deming  prize 
ceremonies  each  Octo- 
ber in  Tokyo. 

Juran  ended  his  one- 
man  act  in  1979  and 
founded  the  Juran  Institute  Inc.  to  carry  on 
his  life's  work  and  build  a  library  of  videotapes 
and  training  materials.  In  1989,  he  stepped 
down  from  the  Wilton  (Conn.)  institute.  He 
passed  the  baton— actually,  one  of  his  bow  ties— 
to  A.  Blanton  Godfrey,  former  head  of  quality 
theory  at  Bell  Labs.  Now,  Juran  works  mainly 
at  home,  on  a  history  of  quality  management. 
And  on  his  memoirs  of  the  days  when  he  and 
Deming  started  a  quality  revolution. 

By  Otis  Port  in  New  York 
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OrHowAI&r Bell  Labs  Conceives  Some  Of 
The  Best  Ideas  In  Communications. 

AT&T  Bell  Laboratories.  It's  a  new  kind  of  phone  that 
knows  who  you're  calling.  A  switch  that  harnesses  the 
power  of  light.  It's  4,000  Ph.D.s.  Seven  Nobel  Prizes.  A 
new  technology  that  integrates  voice.  Data.  And  images. 
'A  patent  a  day"  Advanced  technologies  like  broadband. 
SONET  Photonics.  Discover  how  AT&T  Network  Systems 
and  your  local  telco  are  using  these  technologies  to  make 
your  public  switched  network  the  fastest,  most  reliable, 
easiest-to-use  network  in  the  world.  Discover  visions  of  the 
future.  And  ways  to  evolve  from  the  past.  Unique  solutions 
conceived  by  Bell  Labs.  And  only  available  by  calling 
AT&T  Network  Systems  or  your  local  telephone  company 

AJ&T And  Your  Local  Phone  Company 
Technologies  For  The  Real  World. 


AT&T 

Network  Systems 
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NO.  1 -AND 
TRYING  HARDER 

For  Japan,  merely  reliable  goods  are  no  longer  good  enough 


When  Kiyoshi  Uchi- 
maru  became  presi- 
dent of  NEC  Corp.'s 
main  microchip  de- 
sign subsidiary  in 
1980,  the  temptation 
might  have  been  to 
let  well  enough  alone.  Japanese  semi- 
conductor quality  was  unrivaled,  and 
rigorous  quality  control  was  old  hat 
to  major  manufacturers  such  as  NEC. 
Still,  Uchimaru  found  problems  at  his 
company,  NEC  IC  Microcomputer 
Systems  Ltd.  (nims).  Quality  wasn't 
being  sufficiently  "designed  in,"  too 
many  sample  microchips  were  being 
returned  for  redesign,  and  bottlenecks 
permeated  the  process.  "Design  was 
being  done  like  a  college  seminar," 
Uchimaru  says,  recalling  the  informal- 
ity of  the  operation.  "Nothing  was 
systematized.  And  without  a  system, 
you  can't  manage  properly." 

So,  Uchimaru  implemented  the  then- 
novel  principles  of  quality  function  de- 
ployment, an  approach  pioneered  by 
two  Japanese  scholars  in  the  1970s. 
With  qfd,  designers  use  a  detailed  ma- 
trix, sometimes  called  the  House  of 
Quality,  to  help  them  better  take  ac- 
count of  consumers'  needs  and  wants.  In 
1987,  this  approach  paid  off:  The  chips 
nims  made  got  better,  and  the  company 
won  a  coveted  W.  E.  Deming  prize. 

Uchimaru's  story  is  emblematic 
of  the  relentless  drive  for  im- 
provement that  increasingly 
runs  through  Japanese  corporate  cul- 
ture. Already  the  world's  quality  lead- 
er in  many  industries,  the  Japanese, 
if  anything,  are  more  obsessed  than 
ever  with  the  subject.  Japanese  auto 
companies,  for  example,  are  proceed- 
ing aggressively  from  atarimae  hin- 
shitsu,  or  "quality  that  is  taken  for 
granted,"  to  miryokuteki  hinshitsu, 
"quality  that  fascinates"  (BW— Oct.  22, 
1990).  At  the  same  time,  the  focus 
on  quality  is  broadening  out  to  a  full 
spectrum  of  Japanese  industries. 

Some  of  these  still  have  a  long  way 
to  go,  judging  by  lapses  that  occur  now 


and  then.  Some  Japanese  appliances 
are  shoddy,  for  instance.  And  occasion- 
ally, a  Japanese  pharmaceutical  com- 
pany makes  a  drug  that  kills  instead  of 
cures  people. 

Still,  such  cases  are  the  rare  excep- 
tion. Makers  of  items  as  prosaic  as  toi- 
lets and  plumbing  fixtures  are  embrac- 
ing the  sophisticated  quality-control 
techniques  long  associated 
with  complex,  higher-tech 
products.  Service  indus- 
tries are  getting  religion, 
too.  Quality-control  circles 
are  now  a  fixture  at 
many  Japanese  retailers, 
transportation  firms,  and 
financial  institutions.  Even 
janitorial  services  are 
adopting  formal  quality- 
control  practices.  And  in 
1988,  the  Japanese 
theme  park  SpaResort 
Hawaiians,  an  82-acre 
leisure  complex  in 
Fukushima  Prefecture, 
north  of  Tokyo,  became 
the  first  nonmanufactur- 
er  to  win  a  Deming. 
SpaResort  systematized 
the  application  of  its  hula 
dancers'  makeup,  speci- 
fied down  to  the  last  mil- 
liliter the  amount  of  soy 
sauce  to  be  served  with 
raw  fish,  and  reformulat- 
ed recipes  and  portions  in 
the  park's  restaurants 
based  on  a  rigorous  analy- 
sis of  leftovers. 

As  in  so  many  other 
areas,  the  Japanese  have 
snatched  leadership  in 
quality  from  the  U.  S.  It 
was  at  Bell  Laboratories 
in  the  1920s,  after  all, 
that  the  quality-control 
movement  started  when 
Walter  A.  Shewhart  pi- 
oneered statistical  qual- 
ity control  (SQC),  the  rig- 
orous application  of 
statistics  to  help  locate 
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and  analyze  quality  problems  on  m 
production  line.  American  induw 
used  this  technique  during  World  V 
II,  but  it  lost  interest  during  Sk 
1950s.  The  Japanese  wasted  no  tm* 
picking  up  the  ball  to  start  re* 
structing  their  war-torn  industris. 
And  they've  been  running  witM 
ever  since. 

Typically,  the  Americans  were  m: 
py  to  help.  Among  the  experts  jg- 
patched  in  1946  to  offer  advicelre 
Japan's  reindustrialization  was  Din- 
ing (page  17),  the  Shewhart  disc*" 
most  responsible  for  converting  ije 
Japanese  to  SQC.  Returning  sevW!5; 
times  in  the  early  1950s  at  the  no- 
tation of  the  Union  of  Japanese  <&■ 
entists  &  Engineers  (JUSE),  Den* 
became  the  foremost  apostle  of  q»;sl 
ity  control  in  that  country. 

By  virtue  of  its  tie  to  Deming,  lie 
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;  soon  built  a  reputation  as  Japan's 
ity-control  headquarters.  So  a  con- 
ion  it  reached  in  1953  gained  a 
» following.  U.  S.-style  quality  engi- 
•s,  it  decided,  were  superfluous 
counterproductive.  Quality  should 
he  responsibility  of  every  employ- 
;ince  assigning  the  job  to  a  separ- 
sjroup  led  everyone  else  to  ignore 
iVe  learned  from  Deming  that  spe- 
sts  aren't  necessary,"  says  JUSE 
:utive  Director  Junji  Noguchi.  This 
helped  give  birth  to  quality  cir- 
a  1962  invention  of  Kaoru  Ishi- 
a,  a  professor  at  Tokyo  Univer- 
"Japan  lacked  engineers,  but 
(ers  were  well  educated  and  coop- 
ive  with  management,  so  they 
d  be  taught  how  to  apply  quality- 
rol  techniques,"  Noguchi  recalls, 
ae  notion  that  everyone  in  a  work- 
5  is  responsible  for  quality  laid  the 
indwork  for  total  quality  control, 
:h  extended  shop-floor  discipline  to 
entire  organization.  Starting  in 


1964,  successful  use  of  TQC  became  a 
prerequisite  for  capturing  the  Deming 
prize.  "That's  when  winning  got  really 
hard,  because  you  had  to  apply  quality 
to  the  whole  company,"  says  Noguchi. 
Komatsu  Ltd.,  the  maker  of  earth-mov- 
ing equipment,  was  the  first  to  win 
under  the  new  guidelines.  Toyota  Mo- 
tor Corp.  was  second,  in  1965. 

It  was  the  struggle  by  product  de- 
signers under  the  TQC  movement 
to  improve  their  work  that  spawned 
one  of  Japan's  most  potent  tools— qual- 
ity function  deployment.  While  the 
Japanese  had  learned  to  make  highly 
reliable  products,  they  still  weren't 
very  good  at  getting  designs  right 
the  first  time.  And  Japanese  compa- 
nies lagged  behind  their  American 
counterparts  in  market  research  and 
taking  customer  needs  and  prefer- 
ences into  account  in  the  design  pro- 
cess. QFD  solved  both  problems. 
Experts  trace  the  origins  of  QFD 


to  Bridgestone  Tire  Corp.  and  Mitsu- 
bishi Heavy  Industries  Ltd.  In  the 
late  '60s  and  early  '70s,  they  were 
the  first  companies  to  use  quality 
charts  that  take  customer  demands 
into  account  in  the  design  process. 
Until  then,  these  desires  were  known 
to  the  sales  force  but  didn't  find  their 
way  down  to  the  product  develop- 
ment and  design  departments  in  a 
systematic  way.  As  a  result,  many 
new  products  fell  short  of  customer 
expectations  and  had  to  be  rede- 
signed. QFD  was  supposed  to  elimi- 
nate the  double  work.  In  a  trailblaz- 
ing  1978  book  that  gave  the  approach 
its  name,  Professor  Yoji  Akao  of  Tam- 
agawa  University  and  the  late  Shige- 
ru  Mizuno  showed  how  the  design 
considerations  could  be  "deployed"  to 
every  element  of  competition. 

To  understand  how  this  works, 
imagine  a  grid,  similar  to  the  very 
simplified  example  on  pages  22  and 
23,  for  the  development  of  fabric  used 
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to  cover  the  spaces  between  railcars, 
which  is  the  style  in  Japan.  Down 
the  left-hand  side,  designers  list  eve- 
ry market  expectation  they  can  iden- 
tify, such  as  protection  of  passengers, 
strength,  and  durability.  This  infor- 
mation is  drawn  from  salespeople, 
market  research,  and  customer  inter- 
views. Each  of  the  general  features 
then  gets  broken  down  into  more  spe- 
cific requirements,  such  as  making 
the  fabric  water-repellent,  fireproof, 
and  tear-resistant. 

These  characteristics  are  then  split 
into  even  more  exact  ones.  Under 
the  fireproof  rubric,  for  example, 
comes  "won't  catch  fire  from  a  small 
amount  of  heat,"  "even  if  ignited, 
flames  won't  spread,"  "even  if  it 
burns,  won't  smoke,"  and  "even  if 
burns,  won't  emit  poisonous  gas." 
Each  requirement  is  ranked  in  order 
of  importance,  and  the  completed  list 
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adds  up  to  a  product's  "true  quality," 
say  qfd  proponents,  because  it  repre- 
sents what  consumers  really  want. 

Across  the  top  of  the  grid,  design- 
ers list  every  conceivable  product 
characteristic— thickness,  weight,  and 
so  forth.  At  the  points  on  the  grid 
where  the  vertical  and  horizontal  fea- 
tures intersect,  the  developers  assign  a 
degree  of  correlation  between  the  mar- 
ket need  and  the  product  characteris- 
tic. The  completed  chart  provides  sup- 
posedly foolproof  guidelines  designers 
can  use  to  develop  the  most  appropri- 
ate product.  To  do  its  chart,  for  in- 
stance, one  Japanese  maker  of  port- 
able radio/cassette  players  used 
customer  reply  cards  to  confirm  that 
portability  was  important  to  consu- 
mers. But  it  also  learned  that  its  play- 
ers rated  low  on  that  score.  For  the 
company's  product  designers,  portabil- 
ity became  a  higher  priority. 

Consider  how  Uchimaru  did  this  at 
NIMS.  Given  the  task  of  designing  a 
new  32-bit  microprocessor  for  NEC  in 
1987,  he  and  his  team  created  six  com- 
plex grids  showing  corre- 
lations among  consumer 
demands,  basic  specifica- 
tions, hardware  details, 
and  each  function  that 
would  be  evaluated  in 
judging  the  chip.  This 
helped  them  identify  poten- 
tial problems  with  certain 
designs,  anticipate  design 
bottlenecks,  and  clarify  lim- 
itations of  the  design.  The 
results  were  stunning. 

Uchimaru's  engineers 
had  gotten  four  of  several 
hundred  specifications 
wrong  when  designing 
NEC's  16-bit  chip,  so  the 
finished  chip  didn't  func- 
tion properly.  By  contrast, 
they  didn't  miss  on  a  sin- 
gle specification  for  the 
32-bit  version— and  ended 
up  with  far  fewer  custom- 
er complaints.  "The  re- 
sults of  using  design 
charts  were  shown  clearly 
in  our  engineers'  produc- 
tivity, meeting  of  dead- 
lines, and  design  quality," 
says  Uchimaru. 

Toto  Ltd.,  a  maker  of 
bathroom  fixtures,  sits  at 
the  other  end  of  the  tech- 
nology spectrum  from 
NIMS.  But  the  Kyushu  com- 
pany's devotion  to  quality 
is  equally  tenacious  and  in- 
structive. Walk  through 


the  company's  Kokura  No.  2  plant  and 
you'll  notice  that  every  corridor  has  a 
quality-related  name— Deming  Cycle 
Street,  Problem-Solving  Street,  Pro- 
gressive Quality  Street.  The  walls  are 
covered  with  quality-control  charts  and 
diagrams  and  notices  for  the  plant's 
170  quality  circles,  which  go  by  such 
names  as  "Snoopy,"  "Spring  Breeze," 
and  "The  Family."  In  many  depart- 
ments, workers  post  their  monthly 
personal  goal,  such  as  reducing  the 
time  to  set  up  a  certain  machine.  This 
is  accompanied  by  a  diagram  of  the 
factors  involved  and  a  table  to  plot 
their  progress. 
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uch  of  this  is  a  manifesta- 
tion of  the  doctrinaire  ap- 
proach to  total  quality  con- 
trol that  started  at  Toto  in  1984, 
when  its  top  two  officials  were  con- 
verted to  the  cause  at  a  juse  semi- 
nar. Seeking  an  answer  to  their  fail- 
ure to  meet  annual  goals  under 
Toto's  fourth  five-year  plan,  they 
clutched  at  comprehensive  quality 


control  as  the  Holy  Grail.  Winning* 
Deming  would  be  their  top  prioritjl 

Soon,  the  officials  had  organL 
the  company's  8,200  employees  It 
32  groups  to  foster  total  quality  jp 
trol.  To  oversee  the  groups,  mar 
ment  created  a  Total  Quality  Coil 
Promotion  Div.,  supervised  by  a 
ior  managing  director  and  tM 
board  members.  "Then,  we  ha^ 
make  our  people  understand  the 
its  of  quality  to  our  company,"lj 
calls  Tetsuya  Adachi,  Toto's  dire 
for  quality  assurance. 

First,  Toto  sent  its  board  meml 
to  seminars  held  by  the  JUSE  andl 
Japan  Standards  Assn.  Then,  it  m 
five-day  courses  to  550  middle  mat 
ers.  After  that,  management  imposp 
system  under  which  all  550  wereft  1 
pected  twice  a  year  to  uncover  at  A 
one  problem  to  be  solved  over  the  ■ 
six  months.  In  1990,  to  soften  theft 
tion  that  quality  must  be  imposed  » 
the  top,  the  system  was  changecs 
that  managers  just  periodically  reJ 
ed  their  finest  quality  accomplishnft  i 


A  QFD  SNAPSHOT 

How  a  pencilmaker  sharpened 
up  its  product  by  listening  to  "the 
voice  of  the  customer"  through 
quality  function  deployment 

Devised  by  Japan's  Professor 
Yoji  Akao  (right),  QFD  has 
been  winning  adherents  since 
being  transplanted  to  the  U.S. 
in  the  late  1980s.  In  this  exam- 
ple of  how  it  works,  Writesharp 
Inc.  is  imaginary,  but  the  tech- 
nique in  the  accompanying  dia- 
gram is  real. 

First,  Writesharp's  customers 
were  surveyed  to  determine 
what  they  value  in  a  pencil  and 
how  they  rate  the  leading 
brands.  Each  wish-list  item  was 
correlated  with  a  pencil's  func- 
tional characteristics  (see  FUNC- 
TIONAL CHARACTERISTICS  matrix). 
"Reverse  engineering"— tearing 
down  a  competitor's  product  to 
see  what  makes  it  tick— pro- 
duced the  competitive  bench- 
mark measurements  for  the  vari- 
ous functions. 

An  analysis  of  the  plots  quick- 
ly revealed  that  the  improvement 
with  the  biggest  potential  was  a 
better-quality  lead  (see  CUSTOMER 
SATISFACTION/CUSTOMER  demands 
matrix).  An  interdepartmental 
team  was  assigned  the  task  of 
evaluating  new  lead  formulations 


that  would  last  longer  and  gener- 
ate less  dust.  Another  team  ran 
tests  to  determine  whether  substi- 
tuting cedar  for  oak  in  the  wood 
casing  would  improve  shape 
quality,  or  hexagonality,  and 
thus  reduce  the  pencil's  tendency 
to  roll  down  slanted  desktops. 


The  lead-formulationj 
organized  its  work  witri 
similar  matrix  chart,  sej 
ed  to  show  the  functior 
contributions  of  the  ingl 
ents  in  pencil  lead.  This 
vealed  that  the  binder,  I 
glue,  used  in  forming  til 
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;hen,  though,  some  900  problems 
been  dealt  with,  ranging  from 
ed  sales  quotas  to  misdirected  de- 
ies.  And  Toto  had  won  its  Doming, 
also  was  a  more  efficient  compa- 
ct Kokura  No.  2's  assembly  opera- 
;  during  those  hectic  years,  inven- 
fi  and  lead  times  were  cut  in  half, 
employment  was  reduced  by  20%. 
panywide,  sales  and  profits  started 
eding  five-year-plan  targets  for  the 
time  in  several  years.  Productivity 
ed  more  than  50%,  and  customer 
plaints  fell  by  25%. 
'hat  was  the  cost?  Overtime  in- 
y  soared  by  20%,  Adachi  says,  but 
as  since  fallen.  He  figures  that 
ity  activities  such  as  seminars  and 
petitions  cost  less  than  0.5%  of 
3.  "That's  very,  very  cheap,"  he 
:.  Today,  quality  consciousness  per- 
;s  Toto.  Says  Yasukazu  Kitajima, 
jral  manager  of  Kokura  No.  2: 
w,  when  I  go  out  drinking  with 
colleagues,  we  spend  more  time 
ing  about  quality." 
ach  methods  are  even  starting  to 
rate  to  Japanese  service  compa- 
.  A  case  in  point  is  SpaResort. 
t  on  top  of  coal  mines  and  hot 


springs  by  a  struggling  mining  com- 
pany in  the  mid-1960s,  the  resort  found 
itself  languishing  by  the  early  1980s. 
After  serious  reflection,  management 
decided  that  quality  was  the  problem. 
"Miners  were  amateurs  at  this  kind  of 
business,"  says  Susumu  Yamada,  man- 
ager of  SpaResorts'  TQC  Promotion  Of- 
fice. "They'd  never  had  to  worry  about 
competition  or  customer  needs." 

Yamada  recalls  a  decision  to  low- 
er the  room  temperature  of  the 
largest  indoor  swimming  area 
to  save  money.  "Customers  com- 
plained, but  we  didn't  listen.  We  fig- 
ured they'd  learn  to  tolerate  it."  The 
neglect  of  the  most  basic  comfort  ex- 
tended to  such  things  as  waiting  until 
newly  arrived  guests  complained  to 
replace  soiled  bathrobes.  "If  we'd  been 
pros,  it  wouldn't  have  happened  at 
all,"  says  Yamada. 

In  1982,  top  management  ordered 
systematic  implementation  of  total 
quality  control.  But  it  couldn't  do 
that  right,  either.  Five  years  later, 
quality-control  consultants  gave 
SpaResorts  a  failing  grade.  "Our 
president  felt  responsible  and  de- 


is  the  key  variable, 
und  a  polymer  that 
cally  reduced  dusting 
ining  more  moisture 
o  wore  down  more 
While  this  binder  was 
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cided  the  only  solution  was  to  go 
after  the  Deming,"  Yamada  recalls. 

As  the  first  service  company  to  ap- 
ply for  a  Deming,  SpaResorts  initially 
had  to  define  what  quality  meant  in 
its  business  and  then  quantify  it.  Staff- 
ers figured  out  for  the  first  time,  for 
example,  the  optimal  amounts  of  water 
and  fertilizer  for  the  resort's  palm 
trees.  Strict  parameters  were  set  for 
water  temperature  in  the  dozens  of 
swimming  and  bathing  pools.  Check- 
in  time  was  closely  monitored  to  keep 
it  conveniently  short. 

Within  two  years,  SpaResorts  had 
gotten  its  Deming.  Revenues,  profits, 
and  visitor  counts  soared,  and  sur- 
veys showed  gains  in  customer  satis- 
faction. Yamada's  main  job  now  is 
maintaining  that  quality  level.  Because 
of  normal  turnover,  he  notes,  "one- 
third  of  our  managers  and  half  of  our 
employees  weren't  baptized  by  the 
Deming  experience." 

As  impressive  as  all  this  sounds,  the 
Japanese  aren't  infallible.  In  products 
where  they  don't  yet  compete  interna- 
tionally, such  as  home  appliances,  quality 
is  often  surprisingly  poor.  Japanese 
newspapers  are  replete  with  accounts 
of  fires  caused  by  faulty 
televisions.  Another  recent 
cause  celebre  was  the  dis- 
covery in  Japan  of  defective 
steel  teams  and  plates  made 
by  two  different  local  com- 
panies and  installed  in  con- 
dominiums and  other  build- 
ings. Even  some  export 
products  have  serious  qual- 
ity problems:  Last  year,  an 
over-the-counter  medication 
sold  in  the  U.  S.  for  treating 
obesity,  insomnia,  and  oth- 
er afflictions  was  discovered 
to  have  been  contaminated. 
It  caused  hundreds  of  ill- 
nesses and  several  deaths 
among  Americans. 

Some  Japanese  even  fear 
their  country  could  eventual- 
ly lose  its  quality  lead.  In- 
deed, some  200  U.  S.  com- 
panies use  qfd  to  some 
degree.  J.  M.  Juran,  the 
American  quality  expert 
who  has  been  just  as  influen- 
tial in  Japan  as  Deming, 
"has  said  the  U.  S.  can  catch 
Japan  in  the  1990s,  and  I 
think  that's  possible,"  says 
the  juse's  Noguchi.  He  cred- 
its America's  Malcolm  Bal- 
drige  National  Quality  award 
for  providing  an  important 
stimulus  in  that  direction. 

He  also  observes  that 
while  Japanese  quality  con- 
trol is  based  on  "mood,"  or 
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"harmony,"  Americans  are  much  better 
at  using  manuals  and  are  employing 
them  with  great  effect  to  make  giant 
leaps  in  quality.  Noguchi  and  other  Jap- 
anese experts  refer  with  awe  to  the  vir- 
tuoso use  of  printed  directions  to  max- 
imize customer  satisfaction  at  Tokyo 
Disneyland,  which  has  become  a  focal 


point  of  study  for  dozens  of  Japanese 
companies.  The  Disneyland  manuals,  for' 
example,  try  to  anticipate  every  con- 
ceivable situation  and  tell  employees  ex- 
actly how  they  should  respond.  The  re- 
sult, says  SpaResorts'  Yamada,  is  quality 
far  higher  than  his  company  could  ac- 
complish with  total  quality  control. 


This  may  sound  heartening.  Butl 
the  foreseeable  future,  Americans  m 
have  more  to  learn  from  Japan  til 
the  other  way  around.  The  Japanfc 
savor  their  leadership  in  quality  a 
won't  give  it  up  easily.  Just  ask  Um* 
maru,  Kitajima,  or  Yamada. 

By  Robert  Neff  in  Tom 


A  DESIGN 
MASTER'S 
END  RUN 
AROUND 
TRIAL  AND 
ERROR 


When  the  soldiers  of  Desert 
Storm  crouched  in  the  sand 
to  scout  Iraqi  troops,  they 
took  their  night-vision  gog- 
gles for  granted.  But  their 
advantage  hadn't  come  eas- 
ily. In  1989,  the  manufac- 
turer, fit's  Electro-Optical  Products  Div.,  had 
struggled  with  leaky  seals  on  the  goggles' 
phosphor  screens.  ITT  fixed  the  problem— 
which  was  due  to  variations  in  a  ceramic 
sealing  compound— with  the  help  of  a  design 
technique  pioneered  by  Genichi  Taguchi,  one 
of  Japan's  quality  masters. 

Taguchi's  credo  is  to  create  products  so 
"robust"  that  they  can  withstand  random  fluc- 
tuations during  manufacturing  that  might  lead 
to  defects.  Say  a  kiln  produces  warped  tiles 


To  improve 
quality,'  says 
Genichi  Taguchi, 
*you  need 
to  look  upstream 
in  the 

design  stage' 


because  of  humidity  or  erratic  temperatures. 
Instead  of  sinking  more  cash  into  the  factory, 
Taguchi,  67,  a  consultant  with  the  Ohken 
Associates  in  Tokyo,  would  tinker  with  ingre- 
dients of  the  clay.  "To  improve  quality,  you 
need  to  look  upstream  in  the  design  stage,"  he 
says.  "At  the  customer  level,  it's  too  late." 

Sounds  simple,  but  it  isn't.  Taguchi  identi- 
fies the  controllable  and  uncontrollable  vari- 
ables most  likely  to  affect  quality.  Instead  of 
relying  on  trial  and  error,  Taguchi  uses  some 
statistical  magic  to  design  an  experiment  to 
find  the  most  resilient  combination  of  those 
variables— say,  the  best  processing  tempera- 
ture and  key  ingredients  that  are  likely  to 
work,  almost  no  matter  what  else  goes 
wrong.  Auto  parts  maker  Nippondenso,  for 
example,  tests  variables  for  making  electron- 
ic parts.  The  extra  trouble  pays  off  later  in 
lower  repair  costs  and  loyal  customers. 


The  biggest  value  is  in  the  design  stagt 
Fuji  Xerox  applied  Taguchi's  methods  to  it 
best-selling  3500  copier  in  the  late  1970s,  cut 
ting  development  time  from  an  anticipate! 
five  years  to  two.  Later,  engineers  took  oi 
the  paper-feeding  system  of  the  company' 
high-speed  copier,  the  FX-7700.  The  design  i 
so  robust  that  it  easily  handles  thicker  recy 
cled  paper,  while  some  competitors  have  ha 
to  redesign  their  machines. 

Such  concepts  began  taking  shape  in  195C 
when  Taguchi  was  recruited  by  a  researcl 
lab  set  up  by  General  Douglas  MacArthur  i: 
the  postwar  occupation  to  help  fix  Japan' 
chaotic  phone  system.  He  quickly  zeroed  ii 
on  the  time  and  money  wasted  on  hit-or 
miss  experiments.  His  statistical  tools  foi 
designing  experiments  won  the  Deminj 
award  for  individual 

5*^      ^  y$  in  1960'  and  he  ha 

™  won  three  more  De 
ings  for  research  p 
pers.  His  lessons  hav 
helped  such  blue-chi 
manufacturers  as  Hi 
achi,  NEC,  and  Tosh 
ba  elbow  aside  U.  ■ 
competitors. 

The  quality  whi 
keeps  a  hectic  pac 
consulting  in  Japa 
the  U.S.,  and  els 
where.  Clients  say  h 
has  mellowed  fro~ 
the  days  when  a  mi 
step  invited  a  stinging  rebuke.  Yet  even  a 
home,  he's  Mr.  Quality,  taste-testing  recipe 
for  his  wife,  Kiyo,  and  daughter,  Kumik 
both  cooking  instructors. 

Taguchi  was  little  known  in  the  U.  S.  unfr 
1984,  when  Ford  Motor  Co.  spun  off  a  unit  i 
had  formed  to  train  its  engineers  in  his  met 
ods.  The  American  Supplier  Institute  in  De 
born,  Mich.,  teaches  hundreds  of  enginee 
and  advises  the  likes  of  Uniroyal,  Polaroi 
and  AT&T  Bell  Laboratories. 

Now,  Taguchi  wants  to  turn  his  methods 
basic  research.  Since  the  U.  S.  invests  s 
heavily  in  the  lab,  Taguchi  says  the  U.  S 
could  benefit  most  from  robust  research.  Bu 
he's  not  optimistic  that  Americans  are  read 
for  the  challenge.  "They  want  somethin 
easy,"  he  says.  "But  this  is  not  easy." 

By  Karen  Lowry  Miller  in  Tokyo,  wit 
David  Woodruff  in  Detroit 
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IT  S  AN  OLD  WORLD 
IN  MORE  WAYS  THAN  ONE 


red  wor 


and  at 
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European  companies  have  always  valued  quality,  but  their  methods  frequently  are  antiquati 


Geigy  Ltd. 
ity  officer, 


Bernardo  De  Sousa 
still  remembers  the 
day  in  1982  when  he 
first  heard  the  term 
"total  quality  manage- 
ment." The  Swiss 
chemical  giant  Ciba- 
where  he  is  corporate  qual- 
had  received  a  warning 
from  Milliken  &  Co.,  a  top  U.  S.  cus- 
tomer for  Ciba's  textile  dyes:  If  it 
wanted  to  keep  Milliken's  business,  it 
should  adopt  tqm  practices— or  else. 
Back  in  Basel,  management  was  in- 
credulous. With  a  200-year  tradition  of 
precision  engineering,  Ciba  made  some 
of  the  purest  dyes  in  the  industry.  "We 
had  good  Swiss  quality,"  De  Sousa  re- 
calls. "We  didn't  know  what  they  were 
talking  about." 

With  a  little  investigation,  however, 
Ciba  discovered  that  its  process  for 
achieving  that  quality  was  woefully 
inefficient.  Bad  dye  batches,  rebates 
for  mistakes  in  product  shipments,  lost 
business  resulting  from  inventory 
shortages,  and  other  business-as-usual 
errors  were  costing  it  a  walloping  20% 
of  sales.  Registration  approval  of  new 
products  from  government  authorities 
Look  an  average  of  two  years  to  get, 
twice  as  long  as  necessary.  Worse,  be- 
cause Ciba  had  never  bothered  to  ask 
its  customers  to  define  their  product 
and  service  needs,  upstarts  from  India 
and  Taiwan  were  stealing  sales  from  it 
with  dyes  of  lower  but  acceptable  pur- 
ity at  much  lower  prices.  Milliken  had 
a  point:  "We  needed  new  tools  to  in- 
crease productivity,  improve  our  pro- 
cesses, and  change  our  attitudes,"  says 
De  Sousa. 

What  Ciba  learned,  and  what 
most  of  European  business 
is  just  waking  up  to,  is  that 
managing  for  quality  means  far  more 
than  fine-tuning  production  controls. 
The  time  was  in  Europe  when  Old 
World  craftsmanship  in  everything  from 
hand-cobbled  Italian  shoes  to  custom- 
made  German  automobiles  meant  qual- 
ity. Customers,  equating  top  quality 
with  top  price,  paid  up.  But  in  recent 


years,  the  luster  of  "Made  in  Europe" 
has  dulled  as  foreign  competitors  have 
turned  out  products  of  sufficient  or  bet- 
ter quality  at  far  lower  costs. 

Suddenly,  alarms  are  sounding  from 
Stockholm  to  Madrid  that  Europe  has 
fallen  years  behind  the  U.  S.  in  har- 
nessing efficient  quality-management 
techniques  as  a  strategic  weapon.  As 
for  its  position  in  respect  to  Japan, 
the  deficit  can  be  measured  in 


decades.  Moreover,  the  prospec 
brutal  competition  after  trade  ban 
fall  in  1992  has  Europe  scramblin, 
catch  up.  Its  competitiveness  hang 
the  balance.  "We're  facing  a  new 
in  industrial  history  that  is  as  fui 
mentally  different  from  mass  pro< 
tion  as  mass  production  was  f] 
craftsmanship,"  says  Daniel  T.  Jont 
professor  at  Britain's  Cardiff  Bush 
School.  "And  most  Europeans  ha\ 
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endous  leap  to  achieve  the  new 
i-best  standards." 
s  point  was  driven  home  painfully 
1989  study  by  Jones  and  Massa- 
jtts  Institute  of  Technology  that 
tared  world  auto  manufacturers, 
conclusion:  European  producers 

•iti't  learned  the  secret  of  raising 
ty  and  at  the  same  time  lower- 
osts.  The  average  European  large- 

I  ne  car  plant  took  36.2  hours  to 
a  car— twice  what  Japan  took— 
Droduced  97  defects  per  100  vehi- 
or  62%  more  than  Japan.  Ameri- 
factories  scored  roughly  midway 
een  the  two  on  both  measures, 
ou  can  extrapolate  those  results  to 
other  industrial  areas  of  Europe," 
Kees  J.  van  Ham,  secretary  gen- 
of  the  European  Foundation  for 
ity  Management.  "The  MIT  study 
r  indicates  where  we  are  today."  A 
it  study  of  358  European  compa- 
by  Erasmus  University  in  Rotter- 
and  Britain's  University  of  Man- 
ner further  reveals  that  the  Old 


World  generally  has  yet  to  employ  ad- 
vanced quality-assurance  techniques 
common  in  Japan  and  the  U.  S.  For  in- 
stance, far  fewer  European  companies 
use  the  Taguchi  method  for  designing 
reliable  manufacturing  processes  or 
employ  such  methods  as  concurrent 
engineering  to  get  products  to  market 
faster  with  fewer  defects.  Service  in- 
dustries—banks, phone  companies,  hos- 
pitals—which face  the  least  threat  so 
far  from  foreign  competition,  are  fur- 
thest behind.  For  many  of  these,  la- 
ments van  Ham,  "the  notion  of  a  cus- 
tomer is  hardly  known." 

Europe  has  fallen  behind,  ironical- 
ly, because  it  traditionally  put  a  lot  of 
stock  in  quality— and  thus  was  less  vul- 
nerable to  attacks  from  Japan  than  the 
U.  S.  was  back  in  the  1970s.  The  prob- 
lem now  is  that  Europe's  timeworn 
methods  of  assuring  quality  have  be- 
come inordinately  expensive  and  out- 
dated. Typically,  manufacturers  hire 
troops  of  inspectors  to  find  and  fix  de- 
fective products  as  they  come  off  the 
line.  Japan's  preventive  TQM  approach, 
by  contrast,  showed  how  to  overhaul 
procedures  in  every  function,  from  re- 
search and  development  to  marketing 
and  service,  to  circumvent  errors— and 
in  the  process  cut  costs  anywhere  from 
10%  to  50%.  "Europeans  always  wor- 
ried about  the  quality  delivered  to  the 
customer,  but  not  the  efficiency  to  cre- 
ate it,"  says  A.  Blanton  Godfrey,  chair- 
man of  the  Juran  Institute  Inc.,  a  lead- 
ing U.  S.  quality  consultancy. 

Until  recently,  trade  barriers  in  au- 
tos,  banking  and  insurance,  telecom- 
munications, transportation,  and  oth- 
er sectors  often  sheltered  Europe  from 
facing  up  to  the  challenge.  An  analysis 
by  Philip  Crosby  Associates  Inc.,  an- 
other U.  S.  quality  consultant,  shows 
that  British  banks  waste  more  than 
50%  of  their  operating  costs  because  of 
error-prone  procedures  that  result  in 
problems  such  as  lost  documents.  An 
amount  equal  to  30%  of  sales  is  wasted 
on  average  in  manufacturing  and  ser- 
vice operations  in  France,  and  40%  in 
Italy,  Crosby  says. 

In  Germany,  Switzer- 
land, and  parts  of  Scan- 
dinavia, an  apprentice- 
ship educational  system 
produces  a  different  phe- 
nomenon. Skilled  jour- 
neymen tend  to  over- 
engineer  products  as  a 
means  of  guaranteeing 
quality.  But  such  meth- 
ods often  produce  ma- 
chine tools,  for  instance, 
that  would  last  for  50 
years— if  most  customers 
didn't  scrap  them  half- 
way through  their  life 


cycles.  In  overreaching  for  perfection, 
many  companies  inflate  costs  by  as 
much  as  10%  without  perceptibly  add- 
ing quality,  estimates  Hans  Dieter  Se- 
ghezzi,  a  professor  at  Switzerland's 
St.  Gallen  Graduate  School  of  Busi- 
ness. As  markets  open,  exposing  such 
practices  to  competition,  "European 
engineering  traditions  are  being  shat- 
tered," says  Harold  Macomber,  a  divi- 
sional quality  manager  at  abb  Asea 
Brown  Boveri  Ltd.,  the  Swedish-Swiss 
industrial  engineering  giant. 

The  first  Europeans  to  jump  on  the 
TQM  bandwagon  in  the  early  1980s 
were,  unsurprisingly,  those  who 
first  ran  up  against  Japanese  competi- 
tors: Rank  Xerox  in  office  equipment, 
Philips  in  consumer  electronics,  Olivetti 
in  computers.  But  as  many  early 
American  converts  to  TQM  found,  im- 
plementing quality  circles,  work  teams, 
and  other  faddish  techniques  that 
merely  copied  the  Japanese  style- 
while  missing  its  substance— fell  short 
of  the  mark.  And  the  early  rhetoric 
from  top  executives  about  the  impor- 
tance of  quality  rarely  translated  into 
ongoing  quality  programs— or  results. 

When  it  did,  there  was  usually  pres- 
sure from  Japan  behind  it.  Take  Philips 
Electronics  Ltd.'s  auto  headlamps.  Phil- 
ips had  always  been  top-rated  by  West- 
ern carmakers,  but  when  it  started 
supplying  Toyota  in  the  early  1980s, 
Philips  found  it  wasn't  as  good  as  it 
thought.  Toyota  forced  Philips  to 
change  its  method  for  measuring  qual- 
ity to  defects  per  million  instead  of  a 
less-exacting  standard  that  measured 
percentages  of  manufactured  lots  of 
goods.  The  resulting  fall  in  its  meas- 
ured quality  level  "was  devastating," 
says  Matthijs  Vermaas,  corporate  qual- 
ity director.  "Our  old  wisdom  was  not 
valid  anymore."  The  shock,  however, 
led  to  improvements  in  packaging, 
manufacturing,  and  transportation  pro- 
cedures, and  vast  savings  in  wasted 
material.  Defect  levels  dropped  by  a 
factor  of  100,  and  Philips'  exports  to 
Japan  doubled  in  10  years  and  had  cap- 
tured 60%  of  that  market  by  1990. 

Unfortunately,  such  examples  are 
rare,  both  within  Philips  and  around 
the  Continent.  As  most  European  com- 
panies did,  Philips  generated  great 
internal  debates  about  quality  among 
top  management,  who  then,  fatally, 
delegated  implementation  to  lower  lev- 
els without  monitoring  the  results. 
"There  was  lots  of  lip  service  but  little 
action,"  says  Vermaas.  As  evidence,  he 
concedes  that  Philips  has  no  systematic 
way  of  measuring  customer  satisfac- 
tion—"the  guts  of  any  quality  pro- 
gram"—let  alone  many  ways  of  trying 
to  improve  it.  The  upshot:  Since 


E  QUALITY 
ANDARDS  WERE 
IN  PLACE,  'THERE 
WAS  LOTS  OF  LIP 
SERVICE  BUT 
LITTLE  ACTION' 


—MATTHIJS  VERMAAS 
!.,  CORPORATE  QUALITY 
PHILIPS,  NETHERLANDS 
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Philips'  quality  push  began  in  1983, 
the  auto  headlamp  division  has  been 
one  of  the  few  to  improve. 

Crisis,  competition,  and  high  costs, 
however,  are  sparking  an  avalanche 
of  concern.  In  1988,  the  presidents  of 
14  top  companies  formed  the  European 
Foundation  for  Quality  Management 
to  promote  TQM  techniques.  Now,  in- 
stead of  relegating  quality  training  to 
engineering  classes,  some  50  univer- 
sities, up  from  zero  five  years  ago, 
also  incorporate  it  into  their  gener- 
al-management curriculum.  EFQM 
also  will  hand  out 
its  first  European 
Quality  Award 
next  year.  The 
hope  is  that  the 
Europe-only  prize 
will  spur  aware- 
ness the  same  way 
the  Baldrige  and 
Deming  prizes 
have  in  the  U.  S. 
and  Japan. 

Most  important, 
a  critical  mass  of 
top  executives  is 
reinvoking  corpo- 
ratewide  quality  as 
a  top  priority.  Ciba. 
after  the  successful 
foray  of  its  dye  di- 
vision, is  rolling  out 
a  TQM  program  to 
all  units  worldwide. 
Philips  President 
Jan  D.  Timmer,  pushed  by  a  financial 
crisis  last  year,  is  installing  worldwide 
complaint-handling  procedures  and  cus- 
tomer-satisfaction surveys,  and  he's  in- 
cluding quality  measures  in  executive 
compensation  plans.  "While  we  debated 
the  merits  of  total  quality  concepts, 
our  competition  applied  them  and  cap- 
italized on  our  inertia,"  he  says.  "This 
is  our  last  chance." 

At  Fiat,  Managing  Director  Ce- 
sare  Romiti  is  rejuvenating  a 
total  quality  campaign  that 
started  half-heartedly  with  quality  cir- 
cles in  1982.  He's  now  retraining  work- 
ers, cooperating  with  suppliers  and 
dealers  to  boost  performance,  and  re- 
vamping the  company's  processes  to 
cut  the  time  it  takes  Fiat  to  design,  en- 
gineer, and  tool  up  for  a  new  model 
from  five  years  to  three.  This  effort  is 
critical  to  reverse  erosion  in  Fiat's  Ital- 
ian market  share,  which  has  fallen  to 
45%  from  00%  just  three  years  ago— 
and  which  could  fall  further  w-hen  im- 
port quotas  on  Japanese  cars  are  lifted 
starting  in  1993. 


Even  companies  with  a  track  record 
in  TQM  are  finding  it  necessary  to  re- 
double their  efforts.  Swedish  appli- 
ance leader  Electrolux  enjoyed  a  star- 
tling 40%  reduction  in  field-service 
repairs  in  the  early  1980s  as  a  result 
of  changes  in  design  methods  and  oth- 
er work  processes.  For  instance,  field 
engineers  now  electronically  feed  data 
on  defects  back  to  engineers,  helping 
weed  out  bad  designs  and  parts.  But 
further  improvements  have  come 
slowly.  So,  new  President  Leif  Johans- 
son has  set  a  goal  of  reducing  field  re 


pairs  by  another  40% 
within  three  years.  To 
set  the  tone,  top  execu- 
tives have  been  person- 
ally combing  through 
Electrolux'  product  cat- 
alog and  eliminating 
problematic  models  of 
vacuum  cleaners  and  re- 
frigerators. "People  don't 
listen  to  what  you  say 
but  what  you  do,"  says  Knut  Stan- 
genberg,  corporate  quality  director. 
"This  is  a  matter  of  management  de- 
termination." 

He  and  fellow  quality  bugs  have 
plenty  of  reason  to  be  motivated.  The 
CEOs  of  230  top  European  companies 
surveyed  by  McKinsey  &  Co.  in  1989 
believed  that  their  companies'  gross 
margins  could  be  boosted  by  an  aver- 
age of  17%,  and  variable  costs  reduced 
by  35%,  if  TQM  practices  were  widely 
employed. 

Governments  have  also  recognized 
this  potential.  Britain,  Denmark. 
France,  the  Netherlands  and  others 
have  all  launched  quality-awareness  in- 


DYE  DIVISION, 


CIBA-GEIGY  IS 
EXTENDING  THE 
QUALITY  EFFORT 
COMPANYWIDE 


itiatives  in  recent  years,  focusing  m 
ly  on  bringing  companies  up  to  m 
mum  standards  set  by  the  Genei 
based  International  Standa; 
Organization,  known  as  ISO  9000. 

Many  experts,  however,  fear  t 
ISO  9000  may  do  as  much  harm 
good.  The  series  of  universal  stand; 
took  on  a  special  role  when  the  E 
an  Committee  for  Standardizati 
Europe's  standard-setting  body,  adi 
ed  it  in  1987  as  the  means  of  harmo: 
ing  12  member  states'  varying  tech: 
norms.  ISO  9000  specifies  design,  ml 
ufacturing,  logistjl 
and  other  contrjb 
associated  with  r* 
ducing  quality  prfc 
ucts  and  service^ 
But  critics  arm 
that  it  has  no  be» 
ing  on  the  effici* 
cy  of  those  proc«n 
es,  or  on  nonprodl 
issues  such  as  c* 
tomer  satisfactifc 
Now,  as  ISO  9» 
certification  becors 
de  rigueur  for  al 
company  selling  ill 
Europe  in  19}, 
everyone  is  scnjl 
bKng  to  qualify,  m 
this  may  diva 
many  compani 
from  making  tii 
cultural  and  nuii 
agement  chanja 
necessary  to  ensure  % 
ganizationwide  qualu, 
warns  Tito  Conti,  a  cm 
sultant  and  former  quaM 
chief  for  Olivetti.  "Ill 
9000  is  only  a  w^arm-up  c 
the  real  game,"  he  warj 
Europe  can't  afford© 
get  caught  in  such  trau 
For  as  much  progress  a 
it  is  now  making.  Jag 
and  other  competitors  are  continue 
to  raise  the  quality  crossbar.  "N(l 
it's  not  just  a  matter  of  meeting  le 
customer's  needs— you  have  to  delist 
him,"  says  Ciba-Geigy's  De  Sousa.  Ir. 
Ciba's  textile  chemicals  business,  JS 
instance,  that  has  meant  moving  «• 
yond  issues  of  purity  and  cost  to  ns- 
ing  the  level  of  biodegradability  «f 
its  products  as  environmental!  n 
surges  in  Europe.  Only  by  build;? 
quality  consciousness  into  every  II 
ganizational  process,  De  Sousa  ad">, 
can  Ciba  hope  to  keep  up.  If  evri 
the  fastidious  Swiss  believe  this,  te 
rest  of  Europe  had  best  not  dawd/ 
By  Jonathan  B.  Levine  in  Pt 


28  BUSINESS  WEEK/QUALITY  1991 


V  SWISS 
VTHLETE 
JETS  IN 
IGHTING 
RIM 


ervice,  R&D, 
lanagement — 
ulzer  has 
)  attack  every 
roblem  at  once 


Twenty  years  ago,  in  the 
days  when  Swiss  quality 
had  few  rivals,  Zurich- 
based  Sulzer  Brothers  Ltd. 
would  leave  some  custom- 
ers waiting  in  line  two 
years  for  its  weaving 
equipment  and  other  heavy  machinery.  But 
the  pace  of  Old  World  craftsmanship  carried 
a  hidden  cost.  Sulzer  neglected  such  matters 
as  customer-driven  R&D  and  service.  By  the 
mid-1980s,  competitors  such  as  Japan's  Toy- 
oda  Automatic  Loom  Works  Ltd.  had  dra- 
matically cut  into  sales  of  its  mainstay  air- 
jet  weaving  machines  used  to  churn  out 
nylon  and  other  fabrics.  Now,  says  Hans 
Jager,  president  of  Sulzer  Riiti,  the  weaving- 
machine  division,  "Toyoda  builds  top-quality 
machines  in  half  the  time"  Sulzer  does. 

So,  Sulzer  Chief  Executive  Fritz  Fahrni  is 
proceeding  with  the  corporate  equivalent 
of  a  pentathlon,  the  five-part  athletic  event 
in  which  he  excels.  That  endurance  test  in- 
cludes swimming,  fencing,  shooting,  horse- 
back riding,  and  cross-country  running.  "If 
you  fail  at  one,  you're  out,"  says  the  trim 
49-year-old.  Applying  the  same  standards 
to  his  150-year-old  company,  he  plans 
to  make  every  part  of  it  pass 
muster  on  quality,  from  service 
and  R&D  to  management. 

In  one  sense,  this  initiative 
comes  too  late  for 
Sulzer's  air-jet 
equipment:  Two 
years  ago,  the 
company  felt  com- 
pelled to  embark 
on  a  joint  venture 
with  fast-charging 
Toyoda  for  the 
production  and 
development  of 
the  $55,000  ma- 
chines. Under  the 
deal,  air-jet  R&D 
will  continue  in 
Switzerland,  but 
starting  in  1993, 
the  machines  will 
be  made  in  Ja- 
pan. The  move 
should  defend  Sulzer's  position  as  the 
world's  largest  maker  of  weaving  machines, 
since  the  fastest-growing  markets  are  in 
Asia.  But  Andreas  Geissbuhler,  an  analyst  at 
Union  Bank  of  Switzerland,  says  the  venture 
amounts  to  "production  knowledge  lost  to 
the  Japanese." 

The  erosion  stops  there.  Or  so  hopes 
Fahrni,  who  is  striving  to  protect  Sulzer's 
20%-to-25%  market  share  in  higher-priced, 
specialized  weaving  machines.  Jager  and 
consultant  Gabriel  Pall,  a  former  IBM  manag- 
er, are  working  to  speed  development  cy- 
cles, cut  bureaucracy,  and  boost  service. 
They  have  reorganized  Sulzer  Riiti's  man- 


FAHRNI:  IF  YOU  FAIL  IN  AN' 


agement  so  that  one  multidiscipline  group 
sees  a  product  through  from  design  to  mar- 
ket. This  has  led  to  the  creation  of  a  separ- 
ate spare-parts  operation  in  each  product 
line,  saving  days  or  weeks  over  ordering 
from  a  central  parts  unit.  "The  feeling  was 
the  [weaving-machine]  company,"  which  con- 
tributed about  16%  to  Sulzer's  $4.3  billion  in 
1990  revenues,  "couldn't  compete  much  long- 
er using  the  traditional  management  set- 
up," says  Pall. 

Already,  the  nine-month-old  experiment 
may  be  paying  off.  When  four  test  machines 
broke  down  in  August  at  a  factory  of  Swiss 
textile  maker  Elmer,  Sulzer's  quality  SWAT 
team  had  them  running  in  two  days— in- 
stead of  a  more  typical  eight  weeks— by 
cutting  through  red  tape  to  replace  a  small 
broken  part.  The  can-do  attitude  and  quick 
response  stunned  managers  at  the  textile 
company.  "There's  a  big  change  going  on 
at  Sulzer,"  says  Elmer  Production  Director 
Rudolf  Heusser. 

The  changes  go  far  beyond  SWAT 
teams,  however.  Fahrni,  a  co-founder 
of  the  European  Foundation  for  Quality 
Management  (page  26),  has  been  push- 
ing the  concept  of  "quality  service" 
since  he  took  over  in  1988.  This 
,fi     means,  in  part,  establishing  elec- 
:j»   tronic  data  links  so  customers  can 
order  by  computer.  "That's  the 
competitive  edge 
on  which  we  can 
build  our  future," 
he  says. 

As  the  compa- 
ny has  moved  into 
more  high-tech 
products  and  sys- 
tems, service  has 
jumped  in  just 
three  years  from 
10%  of  revenue  in 
Sulzer's  heating 
and  air-condition- 
ing equipment  op- 
erations to  25%. 
In  papermaking 
machinery,  more 
than  half  the  re- 
cent sales  growth 
has  come  from  service— managing  the  com- 
plex systems  Sulzer  installs  or  training  oth- 
ers to  run  them.  Profits  don't  always  follow 
the  revenue  increases.  Still,  "if  it  makes  the 
customer  happy,  occasionally  we  have  to 
break  the  budget,"  says  Jager. 

For  a  while,  at  least,  such  moves  might 
hold  the  Japanese  at  bay.  "Swiss  are  bet- 
ter in  service  and  training  than  the  Japa- 
nese," says  Union  Bank's  Geissbuhler.  "It's 
a  great  competitive  advantage,"  but  it's 
too  soon  to  tell  whether  it's  enough.  But 
then,  endurance  is  something  Fahrni 
knows  all  about. 

By  Gail  E.  Schares  in  Zurich 
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is  to  get  ready-to-run  software  created  for  your  kind  of  busin 
is  to  organize  all  your  company's  data  in  a  central  place 
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WINNING  IN  THE  UNFORGIVING  GLOBAL  MARKET- 
place  of  the  1990s  will  require  much  more  than 
speeches  and  quick-fix  quality  programs.  Manag- 
ing for  quality  takes  unwavering  commitment 
from  the  CEO,  sweeping  organizational  change, 
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and  firm  goals.  Moreover,  quality  management 
tools  can  be  applied  to  everything  from  cost- 
cutting  and  capital  investment  to  environmental 
concerns.  Done  right,  quality  can  become  a 
potent  competitive  weapon 
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WHERE  DID  THEY 
GO  WRONG? 

Why  some  quality  programs  never  get  off  the  ground 


Fifty  times  a  year,  at 
one  factory  or  office 
after  another,  Corn- 
ing Inc.  Chairman 
James  R.  Houghton 
gives  pretty  much 
the  same  spiel.  Qual- 
ity, quality,  quality.  World-class.  Cus- 
tomer focus.  Worker  participation.  At 
each  site,  a  sermon  for  the  employee 


ranks,  then  a  no-nonsense  performance 
review  with  local  managers. 

Tiresome?  Just  a  bit.  Houghton  has 
been  preaching  this  gospel  since  1983. 
But  he  keeps  at  it.  "After  eight  years, 
if  I  stop  talking  about  quality  now,  it 
would  be  a  disaster,"  he  says.  The  ef- 
fort has  paid  off:  Operating  profits  are 
up  111%  in  five  years. 

In  most  companies,  it  doesn't  work 


that  way.  There  are  quality  effcj 
but  something's  missing.  Pronous 
ments  from  the  executive  suite 
flat.  Skeptical  workers  pay  little  h 
Managers  resist,  caught  up  in  d 
lines  and  turf  battles.  Or  a  progj 
does  catch  on— then  dies  in  a 
years.  "The  majority  of  quality  efi 
fizzle  out  early,  or  give  some  impr 
ments  but  never  fulfill  their  in 
promise,"   says   Boston  Consul 
Group  Vice-President  Thomas  M.  E 
Managing  for  quality  isn't  eas,1 
requires  active,  unwavering  leaders 
from  the  CEO,  organizational  changj 
the  largest  order— and  time.  Tml 
very  patient,"  says  CEO  I.  MacAllise 
Booth,  whose  Polaroid  Corp.  is  shoe 
for  a  tenfold  gain  in  customer  s 
faction  over  the  next  five  years  ai 
halving  of  the  time  it  takes  new  pH 
ucts  to  break  even.  "You  talk  al 
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years,  seven  years,  and  I  get  very 
trated  with  the  pace." 
;ill  there's  too  much  at  stake  not  to 
>  at  it.  Like  most  American  execu- 
;,  Booth  faces  an  unforgiving  global 
ketplace.  And  the  battles  lost  to 
uiese  competition  prove  that  keep- 
up,  much  less  winning,  requires 
e  than  speeches. 

one  right,  quality  becomes  a  com- 
uve  weapon.  Companies  that  em- 
e  quality  have  an  edge  of  up  to 
on  every  sales  dollar  over  rivals, 
i  quality  pioneer  Armand  V.  Fei- 
saum  of  General  Systems  Co.  in 
sfield,  Mass.  That's  because  fewer 
•cts  mean  less  rework  and  wasted 
lagement  time,  lower  costs,  and 
er  customer-retention  rates.  Cabot 
).  saved  $1  million  a  year  and  freed 
production  capacity  by  cutting  de- 
s  90%  at  its  Franklin  (La.)  carbon- 


black  plant  over  a  period  of  two  years. 

Yet  sometimes,  resistance  to  change 
is  so  stubborn  as  to  require  a  cultural 
wake-up  call.  Polaroid  was,  for  decades, 
one  of  the  nation's  most  innovative  and 
successful  companies.  But  without 
breakthrough  products  to  replace  the 
maturing  instant-photography  fran- 
chise, its  revenues  have  stagnated. 
"I've  spent  a  good  part  of  my  life 
thinking  about  quality,"  Booth  says. 
"Now,  there's  an  implication  that  we've 
been  asleep  at  the  switch  for  20  years. 
That's  not  easy  for  me  or  the  rest  of 
the  folks  in  the  company"  to  accept. 

Polaroid's  overhaul  raised  wrench- 
ing questions.  Should  it  embrace 
the  incremental  change  that  total 
quality  programs  tend  to  produce— or 
aim  for  the  dramatic  innovation  that 
can  make  or  break  a  technology  com- 


pany? Polaroid's  scientists  argued  that 
the  structure  imposed  by  continuous 
improvement  could  inhibit  revolution- 
ary change.  Booth's  manufacturing  lieu- 
tenants countered  that  the  same  struc- 
ture would  provide  needed  discipline. 
Even  now,  the  debate  isn't  resolved. 

That's  not  surprising.  The  people 
who  must  implement  quality  programs 
often  have  conflicting  goals  and  prior- 
ities. Moreover,  there's  a  wide  range  of 
quality  strategies,  from  benchmarking 
against  competitors  to  self-managed 
work  teams.  Nearly  every  one  can  up- 
set the  traditional  corporate  ways  and 
power  structures. 

After  his  arrival  in  1987,  Cabot  CEO 
Samuel  Bodman  forced  out  executives 
who  were  used  to  simply  giving  or- 
ders and  were  uneasy  with  the  quasi- 
democracy  of  many  quality  programs. 
"I  didn't  foresee  the  degree  of  difficul- 


Revolutions  in  the  apparel  industry  no  longer  start 
on  the  fashion  runways  of  Paris.  Today  they  start  in 
the  shopping  malls  of  America. 

The  consumer  is  speaking  loud  and  clear,  and  woe  to 
the  retailer  or  apparel  company  that  doesn't  listen. 

She  wants  the  right  product  in  the  right  size  in  the  right 
color  at  the  right  price  from  the  right  store  right  now  Right? 

Unfortunately,  too  many  retailers  find  themselves  out 
of  stock  on  30%  of  their  items  100%  of  the  time. 

It's  clear  what  has  to  be  done:  the  industry  must  change 

The  time  it  takes  to  develop,  manufacture  and  deliver 
product  must  be  drastically  reduced.  Retail  outlets  must  be 
restocked  more  quickly  than  ever  before.  And,  of  course,  costs 
must  be  kept  under  control  every  step  of  the  way 

As  the  world's  largest  publicly-traded  apparel  marketer, 
it's  incumbent  on  us  at  VF  to  accept  a  leadership  role 
in  meeting  these  challenges.  And  that's  exactly  what  we're  doing. 
Health-tex,  JanSport,  Jantzen,  Lee,  Rustler,  Vanity  Fair,  Vassarette,  Wrangler,  BarUz 
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Our  Market  Response  System  is  a  customer- 
driven  approach  to  business  that  takes  advantage 
of  new  technologies  to  improve  communications 
and  strengthen  partnerships  between  retailers 
and  the  independent  companies  of  VE 

One  result?  We're  now  confident  enough  to 
set  as  objectives  for  every  VF  company  no  less  than 
reduction  in  cycle  time,  a  30%  reduction  in  inventory 
!0%  reduction  in  costs.  Our  Flow  Replenishment  System 
is  ambitious:  our  ultimate  goal  is  to  fill  orders  at  the 
store  level  in  less  than  24  hours  95%  of  the  time. 

In  short,  a  retailer  who  works  with  us  can  expect  a  better- 
managed  business,  more  frequent  inventory  turns  and  a  better 
argin  return  on  investment. 
Once  upon  a  time,  hemlines  went  to  extreme  lengths 
for  the  customer.  Today  the  whole  industry  has  to  do  the 
same  thing.  And  at  VF  Corporation,  we're  determined  to  lead  the  way  ^ 
GirbcmTare  some  of  the  important  brands  at  VF  Corporation.  V 
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ty  people  had  in  changing  the  way 
they  worked,"  he  says.  Employees,  too, 
may  react  cynically  if  they've  endured 
rounds  of  layoffs,  or  if  this  is  the  latest 
of  many  programs  long  on  rhetoric  but 
short  on  substance. 

Resistance  materializes  from  all 
fronts.  The  American  Quality  Founda- 
tion (page  163),  a  New  York  think 
tank  studying  management  issues 
and  quality,  has  found  that  Ameri- 
cans react  poorly  to  programs  geared 
to  perfection.  "We  also  found  that 
70%  of  American  workers  are  afraid 
to  speak  up  with  suggestions  or  to 
ask  for  clarification,"  says  aqf 
President  Joshua  Hammond.  More- 
over, he  says,  Americans  prefer  to 
jump  into  a  project  without  heavy 
planning— the  opposite  of  the  way  the 
Japanese  work.  And  in  the  U.  S., 
teams  must  be  structured  so  that 
the  individual  has  a  chance  to  shine. 

How  then  to  break 
down  these  barriers— 
and  get  an  effective 
quality  program  roll- 
ing? "If  all  you  have  is 
symbolism,  nothing 
happens,"  says  David 
Garvin,  a  professor  at 
the  Harvard  business 
school.  That's  why  Al- 
len-Bradley Co.,  Corn- 
ing, and  other  manu- 
facturers put  quality 
objectives  into  the  bo- 
nus plans  of  top  brass, 
why  Corning  has  incen- 
tives for  factory  work- 


ers as  well,  and  why  ceo  Alexander 
V.  d'Arbeloff  at  instrument  maker 
Teradyne  named  a  fast-track  product 
manager  the  company's  first  quality 
director.  "That  tends  to  get  their  at- 
tention," says  Garvin. 


J 


ohn  A.  Young  put  Hewlett-Pack- 
ard Co.'s  quality  effort  in  motion 
in  1979  by  setting  a  firm  company- 
wide  goal:  a  tenfold  reduction  of  war- 
ranty expenses.  As  HP  neared  that 
goal,  he  set  another,  equally  concrete: 
reducing  software  defects  by  90%. 

The  reason  many  initiatives  fail, 
argues  BCG's  Hout,  is  that  top  manag- 
ers too  often  have  other  priorities. 
Three  years  ago,  the  general  manag- 
er of  a  division  at  a  large  defense 
electronics  contractor  unveiled  a  big 
program,  then  plunged  into  dealing 
with  the  unit's  plummeting  revenues 
and  layoffs.  Quality  went  nowhere. 
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As  ceo  of  Florida  Power  &  Li 
Co.,  John  J.  Hudiburg  drove  han 
the  other  direction.  In  1989,  FPL 
came  the  first  to  win  Japan's  pre 
gious  Deming  prize  for  quality  i 
category  for 
Japanese  busim 
es.  But  workers 
their  managers 
to  compile  hundr 
of  pages  of  anal; 
required  by 
contest  judges.  ' 
result:  instant 
reaucracy.  Moi 
plummeted  as  w< 
days    lengthen  |  - 
By  the  time 
Deming  prize 
rived,  Hudiburg  JrstO 
been  sidelined 
since  has  reti 
and  did  not  ret 
calls  for  comment). 

James  L.  Broadhead,  CEO  of 
Group,  Florida  Power  &  Light's  i 
ent,  dismantled  the  quality-imprc 
ment  department,  which  had  swe 
to  75  employees.  "It  was  becomin 
bureaucratic  organization  that  | 
outliving  its  usefulness,"  says  | 
chael  T.  Fraga,  an  FPL  vice-pr 
dent  who  today  heads  a  quality  s 
of  just  six.  Now,  FPL  urges  empl| 
ees  to  use  the  training  within  tli 
departments.  And  some  of  the  s 
were  spun  off  into  Qualtec,  now 
of  the  larger  quality  consult 
firms  (page  52). 

The  prospect  of  becoming  anotar 
FPL  worries  some  CEOs.  When  Stepi 
V.  Ardia,  chief  executive  of  Goijl 
Pumps  Inc.,  found  his  executia 
bogged  down  in  quality-related  j 
ministrative  tasks,  he  ordered  sh>^ 
er  meetings  and  less  paperwork,  il 
Alcoa  Corp.'s  CEO  Paul  H.  O'Neill ;« 
scrapped  the  company's  decade-lig 
continuous  improvement  stratey. 
calling  it  a  "major  mistake."  Aha 
he  decided,  needed  "quantum"  quaty 
improvements  instead  to  meet  wdc 
standards. 

Indeed,  compaip| 
have    to  implemji 
quality  strategies 
make  sense  for  thjl  1 
It  may  take  yearst© 
figure  out  exactly 
works,  and  even  mj? 
time  to  get  it  rigf 
But  one  thing  is  cl*}tt 
If  it  means  no  rnif 
than  a  few  speec^s 
and  a  lapel  pin,  qua:j 
won't  work  at  all.  ! 

By  Keith  H.  Httr 
monds  in  Boston,  v(k 


Gail  DeGeorge  in  Mu  I 
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EBERHARD  VON  KUENHEIM,  BMW 


GRILL-TO-GRILL  WITH  JAPAN 

v's 

;nheim 
les  himself 
churning  out 
ids 
>red  to 
individual 


EO,  Bavarian 
tor  Works 

orn,  Oct.  2,  1928, 
ligsberg,  E.  Prussia 

ISc  (mechanical 
lineering), 
tgart  Technical  U., 
>4.  Two  honorary 
borates.  Member, 
erning  senate, 
x  Planck  Inst., 
sident,  Assn.  of 
'arian  Industry 


Eberhard  von  Kuenheim,  chief 
executive  of  Munich-based  Ba- 
varian Motor  Works  (BMW), 
had  a  burning  question  for  the 
conductor  of  Munich's  Opera 
House  orchestra  recently. 
What  are  Japanese  musicians 
like?  "Excellent  in  technique,  a  lot  cleaner  and 
more  precise  than  my  European  players,"  re- 
plied Wolfgang  Sawallisch,  who  often  tours  Ja- 
pan. "But  I  find  they  lack  soul." 

That  was  music  to  Kuenheim's  ears.  His  high- 
performance  luxury  cars  are  competing  with 
such  Japanese  rivals  as  Toyota's  Lexus  and 
Nissan's  Infiniti.  And,  since  these  latecomers  are 
beating  up  BMW  in  quality  surveys  such  as  the 
J.  D.  Power  rankings, 
Kuenheim  is  trying  to 
figure  out  what  makes 
them  tick.  Wrestling 
with  the  Japanese 
challenge  isn't  easy, 
but  Kuenheim,  a  soft- 
spoken,  63-year-old  en- 
gineer, is  pugnacious 
beneath  his  courtly 
manners  and  urbane 
style.  "Why  doesn't 
Toyota  have  the  cour- 
age to  call  the  Lexus 
a  Toyota?"  he  asks. 

For  him,  quality  is 
rooted  in  the  tradi- 
tions of  Europe's  med- 
ieval guilds,  in  which 
the  craftsmen  under- 
went an  arduous  ap- 
prenticeship. Outside  German-speaking  areas, 
the  system  died  during  the  industrial  revolu- 
tion. But,  even  today,  every  BMW  apprentice  has 
to  craft  a  "masterwork"  during  an  apprenticeship 
of  up  to  three  years.  "They  think  in  hundredths 
of  millimeters.  That's  the  foundation  of  our  qual- 
ity," says  Kuenheim. 

Although  from  a  wealthy  family  in  East  Prus- 
sia, now  part  of  Poland,  Kuenheim  started  work 
on  an  auto-parts  assembly  line  at  Stuttgart- 
based  Bosch.  He  maintains  there's  more  to  qual- 
ity than  just  the  product:  "If  you  go  to 
McDonald's,"  he  explains,  "you  expect  a  quality 
hamburger.  But  if  you  go  to  the  Ritz  in  Paris  to 
eat,  you  have  another  concept  of  quality  in 
mind."  For  BMW  customers  in  Germany,  who 
pay  up  to  $83,000  for  a  car,  putting  on  the  Ritz 
means  driving  on  the  Autobahn  at  120  mph  for 
thousands  of  miles  a  year  without  a  breakdown. 
In  Europe,  where  BMW  gets  75%  of  its  sales, 


'QUALITY  ITSELF  ISN'T  A  MODERN  IDEA 


most  cars  are  made  to  order.  That's  why  BMW 
offers  a  big  a  la  carte  menu  of  models,  engines, 
colors,  and  options.  "Each  customer  can  have  a 
unique  car,"  says  Kuenheim.  Japanese  competi- 
tors offer  far  fewer  choices.  "They  are  building 
100,  200,  even  400  exactly  identical  cars  a  day," 
adds  quality  director  Falko  Schling.  To  man- 
age the  complexity  at  BMW,  a  computer  sys- 
tem linking  dealers  and  plants  tracks  the  pro- 
cess—and helps  provide  personalized  after-sales 
service,  too. 

Despite  Kuenheim's  reverence  for  old-world 
craftsmanship,  BMW  is  adopting  the  precepts  of 
quality  gurus  such  as  Japan's  Genichi  Taguchi 
(page  24)  and  America's  J.  M.  Juran  (page  17). 
BMW  shoots  for  continuous  improvement,  for 
example,  with  a  regu- 
lar Lernstadt— literal- 
ly Study  City— where 
foremen  learn  the  lat- 
est quality  tech- 
niques. When  Kuen- 
heim became  ceo  in 
1970,  he  gave  the 
quality  function  "equal 
weight"  with  the  pow- 
erful baronies  of  pro- 
duction and  market- 
ing. Now,  BMW  is 
dispersing  the  respon- 
sibility for  quality 
throughout  its  organ- 
ization. So,  for  exam- 
ple, Schling's  depart- 
ment has  shrunk  to 
65  people  out  of  a 
payroll  of  73,000  to- 
day, from  1,200  people  15  years  ago. 

One  other  reason  BMW  has  been  able  to  cut 
back  the  costly,  old-style  inspection  system  is  rig- 
orous audits  of  suppliers.  In  the  past  four  years, 
the  company  has  dropped  100  who  didn't  meas- 
ure up.  Dealers  also  are  regularly  audited  for 
service  and  customer  approval,  and  the  best 
are  rewarded  with  higher  margins. 

To  build  quality  in  from  the  first  design 
step,  BMW  has  a  $700  million  Research  &  Engi- 
neering Center  in  Munich,  where  more  than 
5,000  engineers  and  designers,  once  scattered 
about  the  city,  now  work  under  one  roof.  If 
that  sounds  like  the  high-tech  reincarnation  of  a 
medieval  craftsman's  workshop,  it  is.  Says 
Kuenheim:  "Quality  itself  isn't  a  modern  idea. 
We  have  had  it  for  hundreds  of  years."  With 
that— and  soul— he  believes  that  BMW  can  long 
compete  against  the  Japanese. 

By  John  Templeman  in  Munich 


How  Northgate  StoleThe  Sho 


And  what  this 
means  to  you  and 
your  business. 

IBM,  Compaq  and  Apple  make  good 
computers.  No  doubt  that's  why  they 
dominated  the  voting  for  over  a  decade 
in  InfoWorld's  "Desktop  Computer  of 
the  Year"  Readers  Poll. 


But  when  votes  were  counted  for  1990's 
election,  more  readers  voted  for 
Northgate  — and  its  Elegance™  486™/33 
desktop  system  —  than  for  any  other. 


"Desktop  Comput 
of  the  Year" 
Klegance™  486/33 
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Less  than  a  month  later, 
the  technologically 
sophisticated  readers  of 
BYTE  magazine  voted 
on  their  choice  of 
"Desktop  Computer  of  the 
Year."  And  they,  too, 
overwhelmingly  selected 
the  same  Northgate  system. 


These  landmark  votes  signaled 
the  end  of  an  era. 

For  years,  the  big  three  computer  makers 
had  corporate  buyers  convinced  it  was 
sensible  to  buy  only  their  PCs.  By  voting 
for  Northgate,  both  groups  of  readers 
made  it  clear:  Now  there's  a  company 
with  a  better  way  to  meet  today's  business 
computing  needs. 

Building  better  systems  one 
component  at  a  time. 

We  built  our  business  and  reputation 
by  designing  and  manufacturing  high- 
performance  systems  you  can  rely  on  — 
day  in,  day  out.  It  all  begins  in  our 
own  labs  where  we  test  and  evaluate 
the  latest  technologies. 


After  we're  sure  we  have  a  winning  design, 
we  manufacture  systems  using  only  the 
finest  components.  When  components 
arrive,  we  unpack  and  test  samples  to 
make  sure  they're  up  to  our  exacting 
specifications.  During  manufacturing, 
our  technicians  inspect  their  own  work 
as  well  as  the  work  completed  at  the 
previous  station  to  ensure  outstanding 
craftsmanship  and  quality. 


"A  computer  is  only  as  good  as  its  weakest 
component.  That's  why  Northgate 
makes  no  compromises  in  system  design. 
Our  386  and  486  business  systems  are 
consistently  rated  number  one  in 
performance  by  industry  experts." 
Rob  Ryks 

VP/Research  &  Development 


Flawless  compatibility  with 
industry-standard  software. 

Northgate  has  invested  heavily  in  our  own 
Compatibility  and  Certification  Lab.  We 
test  hundreds  of  business  software  packages 
to  ensure  compatibility  with  MS-DOS, 
Novell,  OS/2  and  other  operating  systems. 


Factory-direct  prices  make 
Northgate  your  best  value. 

Selecting  Northgate  is  a  financially  sou"1 
decision,  especially  in  a  tight  econom 
Recently,  U.S.  News' &  World  Report 
recommended  Northgate  to  budget- 
conscious  buyers,  citing  our  "competit 
prices  and  top-notch  service."* 

We  keep  prices  down  by  selling  direct. 
Because  you  don't  pay  the  middleman': 
overhead,  you  get  more  computing  po\i 
for  less  cash.  In  fact,  to  reduce  their  coif 
even  some  higher-priced,  major-brand 
computer  manufacturers  are  using 
Northgate  systems  in  their  own  offices.)); 

Northgate  systems  are  easy  to  pay  for,  to 
Use  a  major  credit  card. ..or  get  even 
more  purchasing  power  with  our  own  # 
Big  'N'  Card.  COD.,  purchase  order  ai. 
leasing  options  are  also  available. 


Toll-free  technical  support  gives! 
instant  access  all  day,  every  day. 

Over  90%  of  the  time,  apparent  compur 
problems  vanish  with  a  quick  call  to  ou 
toll-free  technical  support  line.  We're 
here  all  day,  every  day,  all  night,  every  j 
night  to  help  keep  your  computer  (and 
business)  up  and  running.  This  means 
you  won't  have  to  put  up  with  the  "non 
business-hours"  hassles  you  often  get  j 
from  dealers.  And,  unlike  some  others.,* 
this  service  is  always  free. 

rihn.tr  Computer  Syatrm.  80SH6SX.  S04K6SX  and  H04H6  arc  trademark,  of  Intel.  <j 


torn  IBM 


:e  on-site  service  for  one  year— 
unexpected  repair  bills. 

en  a  quick  phone  call  doesn't  resolve 
problem,  we'll  dispatch  a  technician 
our  office ...  at  our  expense  during 
first  year.  Recently,  to  make  our 
'ice  even  better,  we  signed  a  contract 
1  the  on-site  computer  service  and 
air  experts  from  NCR.  Over  5000 
inicians  at  over  400  locations  provide 
:k,  expert  service  to  keep  downtime 
minimum. 


thgate  doesn't  sell  just  ordinary  business 
tns.  And  we  don't  sell  them  in  a 
itional  way.  By  selling  direct,  our 
ms  cost  a  fraction  of  what  you  d  pay 
m  IBM  or  Compaq  system." 
yS.Held 
iident  &  CEO 


rthgate's  line  of  business  systems. 


li  Northgate  386  and  486  Systems, 
thgate's  latest  line  of  systems  features 
fbrmance,  reliability  and  expandability 
teet  demanding  business  applications, 
liable  with  386SX,  386, 486SX  and 
processing  power. 

aplete  Systems  Starting  At: 
SX™/16  $1599.00  386/33  $2199.00 
SX/20  $1699.00  486SX~/20  $2699.00 
'25      $2099.00  486/33  $2899.00 


Northgate  SlimLine  SP™  386  and  486. 

Features  Scalable  Processing  (SP)  technology 
that  gives  you  an  easy,  affordable  upgrade 
path.  Popular  SlimLine  case. 

Complete  Systems  Starting  At: 
386/25  $2999.00    486SX/20  $3399.00 
386/33  $3099.00    486/33  $3599.00 


Northgate  Elegance  SP™  386 
and  486.  Fully-upgradable 
design  in  your  choice  of  desk 
top  or  vertical  power  cases. 
Both  give  you  optimum 
expansion  capabilities  for 
future  computing  needs. 

Complete  Systems  Starting  At: 

386/25  $3299.00    486SX/20  $3699.00 

386/33  $3399.00    486/33  $3999.00 
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OmniSystem™  486.  High-performance 
dedicated  file  server  designed  for  the 
high-throughput  requirements  of  today's 
busiest  LANs. 


Northgate  SlimLite™.  Wherever  your  work 
takes  you,  our  lightweight  386SX ™/20 
notebook  computer  is  a  real  heavyweight 
when  it  comes  to  performance,  speed 
and  power.  With  its  optional  built-in 
modem,  you  can  connect  to  your  office 
network  from  anywhere  in  the  world. 
Starting  At  $2799.00 

Find  out  more  about  the  company  that  stole  the 

□  YES,  send  me  the  free  Decision-Maker's  Kit  right 
Name  


Base  System  Price  Starts  At: 
OmniSystem  486  $13,995.00 


"At  Northgate,  the  buyer finds  what  he  truly 
wants — a  company  that  won't  let  him 
down  no  matter  what.  When  Northgate 
makes  a  commitment,  customers  can 
count  on  it.  We  deliver.  That  's  why 
PC  Magazine  reported  'Northgate  stops 
at  nothing  to  please  its  customers'  "** 
Art  Lazere 

Founder  and  Chairman 


Free  Decision-Maker's  Kit 

With  products,  prices  and  customer  service 
as  good  as  ours,  no  wonder  that  so  many 
Fortune  1000  companies  are  now  giving 
their  business  to  Northgate...  and  giving  IBM 
and  Compaq  the  cold  shoulder. 

To  find  out  more  about  Northgate's  "show 
stealing"  benefits,  call  our  toll-free 
number  or  return  the  coupon  today.  We'll 
send  you  a  comprehensive  Decision-Maker's 
Kit  absolutely  free.  There's  no  obligation. 
No  pressure.  Just  helpful  advice  to  make 
your  computing  decisions  easy. 

Call  Toil-Free  24-Hours-A-Day 
800-521-1493 

show  from  IBM,  Compaq  and  Apple.  ? 

away.  I  understand  there's  no  obligation. 


Company. 

Address  

State  


Zip. 


Phone  (_ 


City. 
-)  


Send  to:  Northgate  Computer  Systems,  Inc. 
Dept.  BW1 

7075  Flying  Cloud  Drive 
Eden  Prairie,  Minnesota  55344 


COMPUTER 
'Smart  Tools  For  Business"™ 


registered  trademark  of  International  Business  Machines  Corporation.  All  other  product,  and  brand  names  are  trademarks  and  registered  trademarks  of  their  respective  companies.  We  support  the  ethical  use  of  software  To  report  software  copyright  violations, 


MANAGING  FOR  QUALITY 


COSTS 


A  BEAN-COUNTER'S 
BEST  FRIEND 


I 


This  nifty,  but  unorthodox,  accounting  technique  can  unmask  a  company's  hidden  costs 

Gene  H.  Hendrickson 
was  desperate.  In  late 
1987,  Tektronix  Inc. 
was  getting  set  to  de- 
mand profit-center 
performance  from  the 
printed-circuit-board 
plant  that  he  managed.  Unless  its  bottom 
line  improved,  and  pronto,  he  feared 
that  Tek  would  shutter  or  sell  the  oper- 
ation. Yet  his  Forest  Grove  (Ore.)  facto- 
ry had  already  adopted  a  just-in-time 
inventory  system  and  rigorous  quality 
controls  that  slashed  reject  rates. 

As  a  last  resort,  Hendrickson  tried 
an  unorthodox  accounting  system  called 
activity-based  cost  management  (ABC). 
"The  results  were  startling,"  he  says. 
ABC  management  showed  that  high-vol- 
ume but  low-tech  circuit  boards,  pro- 
duced mainly  for  Tek's  internal  con- 
sumption, drew  on  so  many  resources 
that  they  generated  negative  margins  of 
46%  and  sapped  profits  from  other 
products.  ABC  also  uncovered  other  hid- 
den costs,  most  stemming  from  delays 
in  processing  orders.  With  these  find- 
ings, Hendrickson  got  Tek  to  install 
new  systems,  such  as  an  electronic  link 
to  let  customers  place  orders  directly 
with  the  plant's  production  scheduling 
computer.  By  late  last  year,  the  factory 
was  basking  in  operating  margins  that 
are  roughly  four  times  the  industry's 
average.  "All  our  quality  efforts  came 
together  once  ABC  showed  us  our  true 
costs,"  says  Hendrickson. 

Like  Tektronix,  Hewlett-Packard, 
IBM,  Weyerhaeuser,  and  dozens  of 
other  companies  are  trying  ABC 
analysis  to  find  the  real  costs  of  prod- 
ucts and  processes.  Dell  Computer 
Corp.  in  Austin,  Tex.,  hopes  ABC  will 
help  it  more  accurately  parse  adminis- 
trative costs.  Indianapolis-based  Asso- 
ciated Group  Inc.,  a  diversified  insur- 
fompany,  is  a  convert.  And  little 
Windfall  Products  Inc.  in  St.  Mary's, 
I  ses  ABC  to  bid  more  competitively 
against  rival  producers  of  specialty  met- 
al parts  for  cars. 

Conventional  cost-management  sys- 


tems attach  no  value  to  such  things  as 
reworking  defective  products  or  bottle- 
necks that  impede  the  processing  of  in- 
surance claims.  Since  these  costs  are 
hidden,  there's  little  incentive  to  cut 
them.  But  by  measuring  costs  at  each 
step  of  a  process,  ABC  enables  managers 
to  quantify  the  tax  levied  by  delays 


and  inefficiencies.  "We  can  tie  the 
of  scrap  to  a  product  or  process  _ 
eliminate  the  problem,"  says  Gregcy 
H.  Watson,  director  of  quality  for  Co 
paq  Computer  Corp.  in  Houston. 

Older  systems  don't  do  this  becaie 
they  evolved  when  direct  labor  was 
main  variable  cost— and  thus  the  mil 
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tracked.  Now,  automation  has  whit- 
hands-on  labor  to  15%  of  manufac- 
ng  costs,  and  in  high-tech  indus- 
3,  it's  closer  to  5%.  Meanwhile, 
•head  has  ballooned  to  55%  or 
e— and  indirect  costs  are  spread 
ss  all  products  using  the  same  for- 
t  Because  managers  seldom  know  a 
iuct's  real  cost,  capital  projects  are 
n  0.  K.'d  or  rejected  arbitrarily. 
3C  pins  the  costs  of  overhead  func- 
i— from  design  and  field  maintenance 
ayroll  and  public  relations— on  the 
lucts  and  services  that  use  them, 
presents  a  clear  picture  of  prior- 
for  quality  and  cost-reduction 
is.  By  using  ABC  in  its  plants, 
sample,  a  major  soft-drink  pro- 
r  has  found  that  the  costs  of  its 
y  of  brands  vary  as  much  as 
o  from  what  traditional  cost-ac- 
ting methods  reported.  Know- 
this,  says  a  finance  officer  of 
»mpany,  will  be  pivotal  in  deci- 
5  on  discontinuing  some  brands 
trying  to  boost  sales  of  others. 


though.  It  can  play  a  key  role  in  justify- 
ing fresh  investments.  "It's  not  unusual 
for  management  to  know  that  an  invest- 
ment should  be  made,  but  they  just  can't 
show  the  benefits  because  cost-manage- 
ment tools  don't  capture  the  right  data," 
says  James  M.  Reeve,  professor  of  ac- 
counting at  the  University  of  Tennes- 
see. For  example,  activity-based  costing 
helped  Caterpillar  Inc.  executives  hang 
numbers  on  such  intangibles  as  the  value 
of  better  quality  and  faster  time-to-mar- 
ket cycles,  and  these  numbers  persuaded 
the  board  to  approve  a  $2  billion  plant- 
modernization  drive  that  began  in  1987. 


A  RIDDLE  IN 
COST  MANAGEMENT 

Gadwidge  Industries  makes 
widgets  and  gadgets.  It's 


JB  ost  bean-counters  don't 
mm  like  activity-based  costing 
f  m  when  they  first  see  it, 
aps  because  it  demands  a  mi- 
understanding  of  how  a  com- 
f  works.  "It  forces  accountants 
the  factory,"  says  Marlene  D. 
h,  controller  for  the  plant  of 
do-based  Dana  Corp.  that 
es  axles  for  off-highway  vehi- 
Yet  many  become  converts, 
Tom  E.  Pry  or,  former  head 
le  cost-management  program 
omputer-Aided  Manufacturing- 
mational  Inc.  (CAM-l),  a  consor- 
i  of  manufacturers  that  has 
npioned  ABC's  development: 
;ir  resistance  vanishes  once 
realize  ABC  makes  the  finance 
tion  more  vital  to  the  compa- 
success."  Pryor  left  CAM-l  in 
to  found  a  startup,  ICMS  Soft- 
3  Inc.  in  Arlington,  Tex.,  that 
an  ABC  software  package. 
)  make  the  transition  to  ABC, 
panies  typically  gather  cross- 
tional  teams,  including  line 
iers  and  secretaries,  to  map 
step  of  every  business  pro- 
These  flowcharts  pinpoint  the 
ations  that  add  value— and  re- 
ones  that  don't.  Then,  the 
pany  can  work  on  reducing 
en  costs.  Dana's  axle  plant, 
sample,  found  that  inspecting  pur- 
ed  fasteners  and  keeping  invento- 
of  them  was  costing  $200,000  a 
.  To  scratch  that  expense,  the  com- 
|  signed  a  long-term  contract  with 
supplier  who  guaranteed  to  meet 
a's  quality  levels. 

iBC  isn't  just  about  cost-cutting, 


easy  to  figure  production 
costs  for  direct  labor,  mater- 
ials, and  shop-floor 
processing  (I). 

There's  also  overhead  for 
design,  sales,  administration, 
etc.  That  comes  to  $770,  to 

be  divvied  between  widgets  and  gadgets.  Such  costs 
are  commonly  allocated  as  a  function  of  labor 
expense:  Subtract  labor  and  materials  costs  from 
total  costs,  including  the  $770  of  overhead,  or 

u 

WIDGETS  GADGETS 


WIDGETS 

GADGETS 

Labor  <£ 
S40 

V  $10/hour 

S200 

Materials  and  parts 

300  300 

Processini 

200 

3@$20/hour 
40 

$540 

S540 

Production  costs 

$540  $540 


Overhead 


842 


$708 


$1,382 


$  1,850,  and  divide  labor 
costs  into  the  balance. 

At  Gadwidge,  the  result  is 
4.2,  which  means  that  each 
product's  share  of  over- 
head is  4.2  times  its  labor 
cost  (2). 

But  there's  another  way  to  allocate  overhead-as 
a  function  of  processing  time.  Take  the  same  $  1,850 
total  cost,  subtract  labor  and  materials,  and  this  time 
divide  by  processing  costs.  That  comes  out  to  $84.1 7. 
Multiplied  by  the  costs  of  pro- 
cessing time,  this  yields  pre- 
cisely the  opposite  result  (3). 

Which  is  the  correct  way? 
Flip  a  coin.  But  to  proponents 
of  activity-based  cost  man- 
agement, such  drastic  differ- 
ences indicate  that  pat  formulas  for  prorating  over- 
head are  arbitrary  and  misleading 
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diets  which  activities  will  be  required 
for  a  given  job,  so  the  Chicago  company 
can  calculate  the  minimum  acceptable 
margin  more  accurately.  "It  helps  you 
avoid  'loser'  jobs,"  says  finance  Vice- 
President  Hugh  D.  Pinkus. 

abc's  popularity  is  certain  to  be  fueled 
by  the  emergence  of  new  computer  soft- 
ware.  Two  years  ago,  the  cheapest  ABC 
program  cost  more  than  $20,000.  Now, 
there  are  at  least  three  packages  for 
PCs.  The  newest  is  EasyABC,  introduced 
in  late  1990  by  ABC  Technologies  Inc.  in 
Portland,  Ore.  Procter  &  Gamble,  Boe- 
ing, and  National  Semiconductor  have 
all  bought  the  $2,500  program. 

In  addition,  the  consulting  arms 
of  the  Big  Six  accounting  firms 
have  greatly  expanded  their  cad- 
res of  ABC-trained  people,  kpmg 
Peat  Mar  wick  scored  a  coup  in 
1989  by  signing  two  Harvard  busi- 
ness school  professors,  Robert  S. 
Kaplan  and  Robin  Cooper,  who  are 
among  the  pioneers  of  activity- 
based  costing,  to  exclusive  con- 
tracts in  this  field.  In  fact,  Big  Six 
executives  think  cost  management 
is  headed  for  sweeping  reform 
based  on  ABC  principles. 

Meanwhile,  CAM-l  is  exploring 
embellishments  to  ABC.  The  con- 
sortium's members  want  a  system 
for  measuring  and  assuring  the  per- 
formance of  suppliers.  CAM-l  is  also 
examining  how  ABC  can  help  shrink 
product  development  cycles.  The 
goal  is  to  use  it  to  spur  cross-de- 
partment cooperation  in  companies. 
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WIDGETS  GADGETS 


Production  costs 

$540  $540 


Overhead 


842 


$1,382 


$708 
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"There's  a  lot  of  wasted  money  to  be 
found  on  the  factory  floor,"  says  Henry 
J.  Johansson,  national  director  of  manu- 
facturing services  at  Coopers  &  Lybrand. 

ABC  even  helps  in  bidding  on  work. 
Transparent  Container  Co.,  a  $20  million 
molder  of  plastic  boxes  and  other  con- 
tainers, has  a  computer  model  that  pre- 


AM-I  is  also  applying  ABC  to 
the  design  and  engineering 
stages  of  product  develop- 
ment. Roughly  85%  of  a  product's 
lifetime  costs,  including  mainte- 
nance and  repair  expenses,  are 
locked  in  before  it  ever  gets  to 
the  factory.  Yet  there  are  few 
guidelines  to  help  engineers  de- 
sign a  product  that  satisfies  cus- 
tomers and  is  still  relatively  cheap 
to  support  in  the  field.  Current  fi- 
nancial-reporting requirements  for 
expensing  development  costs  tend 
to  misrepresent  such  issues,  says 
Michael  W.  Roberts,  CAM-l's  cost- 
management  program  director. 

Today,  most  pioneers  are  using 
ABC  mainly  on  a  test  basis.  Still, 
it's  likely  to  find  a  wide  following. 
Aggressive  CEOs  such  as  Motorola 
Inc.'s  George  M.C.  Fisher  have  long 
advocated  gut  investments:  If  the  fi- 
nance types  can't  cough  up  the  num- 
bers to  justify  a  project  that  seems  es- 
sential, do  it  anyhow.  That's  too  risky 
for  most  managers.  But  ABC  might  give 
them  the  courage  they  need. 

By  Kevin  Kelly  in  Chicago 
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How  to  cut  pollution,  please  regulators — and  save  money 
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P&G'S  CARPENTER:  "QUALITY  MANAGEMENT  CAN  BECOME  A  ROAD  MAP  TO  POLLUTION  PREVENTION" 


With  an  eye  on  envi- 
ronmental rules,  Du 
Pont  decided  in  the 
mid-1980s  to  slash  its 
manufacturing  wastes 
35%  by  the  end  of 
the  decade.  On  re- 
flection, its  initial  strategy— to  attack 
the  problem  with  technical  solutions- 
looked  as  if  it  might  take  years  to 
work.  So  in  1987,  Du  Pont  changed  its 
tack.  Management  had  the  company's 
existing  quality  teams  add  waste  re- 
duction to  their  agendas.  Dramatic 
gains  followed:  One  plastics  plant,  by 
making  modest  changes  in  production 
and  shipping  procedures,  saved  15  mil- 
lion pounds  of  plastic  a  year  that  now 
goes  into  products,  not  landfills.  By 
last  year,  DuPont  had  met  its  waste- 
reduction  goal. 

In  industries  as  diverse  as  consu- 
mer products,  chemicals,  and  electron- 
:cs,  environmental  performance  has  be- 


come a  new  frontier  for  quality  man- 
agement. And  with  good  reason.  U.  S. 
companies  spend  more  than  $60  billion 
a  year  to  comply  with  environmental 
laws,  and  the  cost  will  soar  as  the  1990 
Clean  Air  Act  takes  hold.  By  linking 
quality  and  environmental  goals,  com- 
panies from  Xerox  and  Procter  & 
Gamble  to  Allied-Signal  and  IBM  have 
found  that  they  can  cut  pollution  and 
improve  compliance,  often  while  lower- 
ing their  environmental  costs.  And 
quality  management  can  "become  a 
road  map  to  pollution  prevention, 
which  puts  you  ahead  of  regulations," 
says  George  D.  Carpenter,  director  of 
environment,  energy,  and  safety  sys- 
tems at  Procter  &  Gamble  Co. 

That's  a  top  priority.  Traditionally, 
companies  have  reacted  to  envi- 
ronmental rules  by  installing  tech- 
nology to  control  pollutants.  But  as 
the  legal  liabilities  escalate  and  envir- 


onmental laws  get  tougher,  this 
fighting  approach  looks  antiquate 
and  expensive.  Quality  managem 
which  preaches  prevention  and  con 
uous  improvement,  "gets  you  out 
the  reactive  mode,"  says  Carpenter 
can  also  soften  animosity  among  c 
panies,  regulators,  and  the  public  t 
often  exacerbates  environmental 
putes.  Once  companies  begin  to 
those  groups  as  customers,  they  "st 
creating  bonds  rather  than  barrie 
says  William  D.  Ruckelshaus,  CEO 
Browning-Ferris  Industries  Inc. 

In  fact,  it  seems  there's  no  part 
environmental  protection  that  can't 
improved  by  paying  more  attention 
quality.  IBM's  Manassas  (Va.)  plal 
which  makes  semiconductors  and  sp;< 
gear,  deals  with  15,000  pages  of  st; 
and  federal  environmental  regulatio 
and  the  volume  grows  each  year. 
1987,  Mitchell  E.  Meyers,  manager 
environmental  programs  at  the  pla 
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IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 


Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that  —  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 
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MANAGING  FOR  QUALITY 


turned  to  IBM's  quality  program  to  help 
grapple  with  the  reporting  load. 

Someone  was  assigned  to  see  that 
each  regulation  is  carried  out.  Process- 
es were  developed  to  make  sure  this 
was  done  efficiently.  This  helped  the 
plant  speed  up  filing  of  the  SARA  313 
report,  an  annual  accounting  to  the 
Environmental  Protection  Agency  (EPA) 
of  toxic  chemical  emissions.  Meyers' 
group  computerized  the  data  used  in 
the  report  and  began 
collecting  it  at  the  end 
of  each  quarter,  instead 
of  yearly.  That  slashed 
the  time  involved  by 
50%,  to  three  months. 

Quality  management 
tools  can  also  help  cor- 
rect compliance  prob- 
lems. Until  1985,  Florida 
Power  &  Light  Co.  had 
never  been  cited  for  a 
large  number  of  envi- 
ronmental violations. 
But  that  year,  it  got  32, 
some  28  of  them  for 
hazardous  waste.  The 
transgressions  were  rel- 
atively minor,  such  as 
improperly  labeling 
waste  drums.  But  they 
"did  indicate  a  failure  of 
the  environmental-man- 
agement system,"  says 
Larry  J.  Leskovjan, 
manager  of  hazardous- 
substances  regulation  at 
the  utility.  So,  employ- 
ees from  the  environ- 
mental department  de- 
veloped a  complex 
cause-and-effect  diagram, 
dubbed  a  "fishbone",  to 
get  at  the  root  of  the 
problems.  Then  they 
drew  up  a  Pareto  chart 
(page  9)  to  rank  the  causes  and  found 
employees'  lack  of  understanding  of  haz- 
ardous-waste handling  contributed  to 
79%  of  the  violations.  The  utility  began 
annual  training,  and  in  1986  violations 
dropped  to  21.  In  1990,  the  company 
was  cited  for  just  two  infractions. 

Combining  quality  and  environmental 
concerns  can  also  save  raw  materials. 
Take  a  recent  campaign  at  p&g's  liquid- 
detergent  plant  in  Lima,  Ohio.  Al- 
though the  amount  of  detergent  dis- 
charged into  the  municipal  water 
treatment  plant  was  within  allowable 
limits,  management  wanted  to  cut  the 
waste  because  it  is  a  pollutant.  One 
expensive  solution  would  have  been  to 
build  a  treatment  process  to  remove 
detergent  from  waste  water  before  it 


was  discharged.  Instead,  P&G  found  a 
solution  through  quality. 

A  team  of  waste-water  experts  used 
the  fishbone  technique  to  help  identify 
the  key  sources  of  detergent  loss  to 
the  sewer,  then  measured  them.  They 
found  that  leaks  caused  by  faulty  fil- 
ters and  pumps,  plus  spills  during  load- 
ing and  unloading  operations,  were  the 
chief  culprits.  By  improving  mainte- 
nance procedures,  modifying  equip- 


ALLIED'S  PLAUT:  "YOU  CAN'T  MEASURE  THE  COST  OF  NOT  POLLUTING 

ment,  and  retraining  workers,  the 
plant  has  slashed  detergent  waste  58% 
since  mid- 1989— and  recovered  the  cost 
of  doing  so  in  just  one  year. 

The  focus  on  quality  is  improving 
environmental  audit  systems,  too. 
Many  large  companies  police  fa- 
cilities to  make  sure  they  fill  out  re- 
ports, don't  exceed  specified  emission 
levels,  and  follow  regulatory  proce- 
dures. Now,  this  watchdog  approach 
is  being  transformed  into  a  quality 
management  tool  that  measures  perfor- 
mance, identifies  problems  early,  and 
helps  plants  exceed  regulatory  stan- 
dards. Since  Allied-Signal  Co.  made 
this  switch  five  years  ago,  "the  sys- 
tem has  become  geared  to  preventing 


trouble,"  says  Jonathan  Plaut,  <re 
tor  of  environmental  compliance  .Ih 
company  audits  60  of  its  200  pfot 
each  year.  During  the  four-dayan 
cess,  a  team  made  up  of  Allied's  m 
ronmental  staff  and  consultants  ejtti 
ates  a  plant  against  a  serk 
environmental,  health,  and  safeti  ii 
dicators— how  much  in  the  way  oiwr 
ic  chemicals  and  solid  waste  are  gae 
ated,  for  instance. 

These  show  how.  t 
cility  stacks  up  agai- 
legal  requiremirt 
some  even  stricter  wr 
pany   standards,  m 
Allied's  targets  foijr 
provement.  Stancn: 
are  always  tighten^ 
so  improvement  iu; 
be  continuous.  The^s 
tern  has  teeth  becB 
plant    managers  r 
graded  on  how  »! 
they  meet  the  tar,|?ti 
ultimately  on  a  seas* 
A  to  D.  An  A  {»r 
complies  with  all  w 
and  company  goalsm 
meets  its  targets  foijta 
provement.  A  fan 
grade— a  D— meansii 
plant  has  not  yet  rcl 
legal  or  company 
dard.  In  1989,  some  Ti 
of  the  plants  audie* 
made  As  or  Bs,  wfli 
20%  got  Ds.  By  ifc 
1991,  77%  were  spoiw 
As  and  Bs,  and  not  a* 
had  a  D. 

Adopting  a  qiuit) 
approach  can  be  tri£} 
Quality  managemn 
depends  on  many  m 
surements— some  © 
required  by  law— to 
setting  standards  that  can  surpass  tg 
ulations.  "Companies  have  legitime 
concerns  that  they  could  be  punisB 
for  the  results  of  their  audits,"  if. 
F.  Henry  Habicht  II,  deputy  admits 
trator  of  the  Environmental  Pro* 
tion  Agency.  In  some  cases,  if  the  (fc 
show  a  regulatory  infraction,  con» 
nies  must  report  it.  Moreover,  if  viia 
tions  aren't  remedied,  or  a  compi} 
violates  its  own  higher  standardslit 
might  be  liable  under  recent  inter]© 
tations  of  environmental  statuts 
which  increasingly  carry  criminal  in 
alties.  But  by  the  same  token,  if  pib- 
lems  are  fixed  with  dispatch,  s/£ 
Allied's  Plaut,  "a  good  audit  systro 
can  be  a  demonstration  of  diligence; 
Proving  cost  savings  from  qua?y 
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Imagine  the  best  day  of  your  life. 
Now  imagine  living  that  way  365  days  ay  ear. 

That's  how  we  define  Total  Quality. 
We  see  it  as  all  the  ways  we  can  enhance 
the  value  of  every  product  and  service  we 
deliver  to  customers  in  our  core  business 
sectors:  Imaging.  Chemicals.  Health. 

In  today's  world,  where  success  is  defined 
by  the  customer,  we  see  Total  Quality  as 
more  than  a  goal.  It's  an  obsession. 
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Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or,  call  toll-free  Monday— Friday  8AM— 5PM  MST: 

1 -800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  82996004: 
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ANNUAL  REPORTS 

1.  BP 

FINANCIAL  PRODUCTS 
AND  SERVICES 

2.  Anthem,  Inc. 

3.  CIGNA  Corporation 

4.  Delta  Dental  Plans 

PRODUCTS/SERVICES 

5.  AT&T  NETWORK 
SYSTEMS 

6.  Advanced  Logic 
Research 

7.  Amoco  Chemical 
Company 

8.  Audi  of  America,  Inc. 

9.  Avis  Rent-A-Car 

10.  Banyan  Systems,  Inc. 
'  •'•  :  Iot(  r  Division 

12.  Cadillac/General  Motors 

13.  DRI/McGraw-Hill 

14.  Day  Runner  Personal 
Organizers 


15.  Eastman  Kodak  Printer 
Products 

16.  Fujitsu  Business 
Communication  System 

17.  Hertz  Rent-A-Car 

18.  Hotel  Lotte 

19.  Intergraph  Corporation 

20.  Lexus 

21.  McDonnell  Douglas 
Aircraft  Company 

22.  Meridien  Hotels 

23.  Minolta  Corporation 

24.  Mita  Copystar  America 

25.  NEC  Technologies 

26.  Olympus  Corporation 
Consumer  Products 
Division 

27.  Qualtec  Quality 
Services,  Inc. 

28.  RPS  (Roadway  Package 
System) 

29.  Samsung  Electronics 
America-Fax  Machines 

30.  Santa  Fe  Pacific  Corp. 


31.  Siemens  Corporation 

32.  Singapore  Telecom 

33.  Software  Quality 
Engineering 

34.  Textron-Lycoming 

35.  The  Timken  Compan> 

36.  Toshiba  America 
Information  Systems 
Inc.,  Co;  Computer 
Systems  Division 

37.  Unisys 

38.  VF  Corporation 

39.  Varig  Brazilian  Airline 

40.  Yellow  Freight  Systen^ 

41.  Zenith  Data  Systems 
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42.  Economic  Developmeif 
Commission  of  Mid 
Florida 

43.  Florida  Department  of 
Commerce  Division  of 
Economic  Developmei 

44.  Iowa  Department  of 
Economic  Developmei. 
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MANAGING  FOR  QUALITY 


ams  can  be  hard.  What  value 
I  be  put  on  avoiding  fines  and 
iability  for  violations,  spills,  and 
nts— or  of  dodging  negative  pub- 
Often,  "you  can't  measure  the 
f  not  polluting,"  says  Plaut.  But 
ing  quality  tools,  it's  easier  to 
environmental  programs,  often 


stigmatized  as  an  added  expense,  with 
an  overall  business  strategy. 

There's  one  more  reason  to  give 
quality  a  try:  Three  years  ago,  the 
EPA  began  using  quality  management 
to  speed  up  the  granting  of  permits— 
and  the  issuance  of  violations.  In  Re- 
gion 3,  headquartered'  in  Philadelphia, 


EPA  employees  have  slashed  the  time  it 
takes  to  issue  clean-water  violations 
from  50  days  to  6.  And  Habicht  says 
the  epa  will  do  the  same  to  speed  up 
enforcement.  So,  using  quality  to  im- 
prove environmental  management  may 
now  just  be  common  sense. 

By  Emily  T.  Smith  in  New  York 


r&TIS 
IALING 
800  GO 
REEN 


Eliminate  ozone- 
straying  chlorofluoro- 
irbons  by  1994 

Cut  total  toxic  air 
nissions  95%  by 
>95 

Reduce  manufac- 
ring  waste  25%  by 
>94 

By  1994,  recycle 
5%  of  all  paper  used 

Cut  paper  use  1 5% 
i  1994 


In  the  late  1980s,  cutting 
waste  at  American  Tele- 
phone &  Telegraph  Co. 
took  on  a  decidedly  green- 
er tinge.  Facing  stricter 
laws  and  skyrocketing 
costs  for  handling,  treat- 
ing, and  disposing  of  toxic  materials,  AT&T 
realized  that  "we  have  to  get  out  of  the 
business  of  using"  the  stuff,  says  Arthur 
R.  Soderberg,  manager  of  corporate  environ- 
ment and  safety  quality.  So,  the  company 
made  waste  reduction  part  of  its  cor 
porate  quality  effort.  Linking  the 
two  was  essential,  because  elim 
mating  toxic  wastes  would  re- 
quire changes  spanning  re- 
search, product  design, 
manufacturing,  and  mar 
keting.  "The  issues  are 
so  complex,  the  only 
way  to  deal  with  them 
is  to  use  quality  tools 
and  principles,"  says 
Soderberg. 

In  1990,  AT&T  un- 
veiled five  environ- 
mental quality  goals. 
Then,    each  plant, 
whether  it  made  cir- 
cuit boards  or  fiber- 
optic cables,  drew  up 
its  own  plan  to  meet  the 
goals. 

The  Atlanta  Works,  a  2 
million-square-foot  complex 
that  manufactures  communica- 
tions  cable,  leaped  into  action.  It 
convened  a  team  of  managers  from  dif- 
ferent areas  and  designated  a  champion  for 
each  of  the  goals.  Slashing  air  emissions  is 
the  most  formidable  hurdle.  Stanley  Kauf- 
man, supervisor  of  the  chemistry  group  at 
AT&T  Bell  Laboratories  and  leader  of  the  air 
toxics  team,  applied  classic  quality  tools  such 
as  cause  and  effect  and  Pareto  diagrams  to 
identify  by  chemical  and  process  the  top  of- 
fenders. It  turned  out  that  painting  the  huge 
steel  reels  around  which  cable  is  wound 
emitted  toluene  and  xylene.  The  ink  used  in 
coloring  cable  led  to  releases  of  mek,  or 
methyl  ethyl  ketone,  and  methylene  chlo- 
ride. Finally,  a  variety  of  processes  emitted 
111  trichloroethane,  a  chemical  used  to  clean 
metal  parts.  "People  were  surprised  at  the 


amount  of  pollution  emitted,"  Kaufman  says. 

Consistent  with  quality  management, 
Kaufman's  team  tackled  the  easiest  targets 
first.  They  cut  toxic  emissions  in  the  paint- 
ing process  to  zero  by  changing  the  solvent 
in  the  paint  to  a  nontoxic  one.  The  paint 
costs  more,  but  the  plant  compensated  by 
installing  more  efficient  spray-painting  equip- 
ment. For  coloring  cable,  the  team  substitut- 
ed a  substance  using  ethyl  acetate  for  mek. 

The  group  used  improved 
engineering  controls 


KAUFMAN 
LEADS  ATLANTA'S 
AIR  TOXICS  TEAM 

to  help  cut  trichloroethane  emissions  by 
capturing  more  of  the  solvent  at  the  end 
of  cleaning  processes. 

Last  year,  through  efforts  such  as  these 
at  35  plants  worldwide,  AT&T's  use  of 
ozone-destroying  chlorofluorocarbons  was 
reduced  more  than  55%;  air  toxics,  60%; 
and  manufacturing  wastes,  8%.  Despite 
the  success,  Kaufman  acknowledges  that 
the  "real  hard  work  is  to  come"  to  reach 
the  final  goals.  That  will  entail  designing 
toxics  out  of  products  and  processes.  In 
fact,  maybe  the  toughest  part  of  quality 
management  is  that  the  job  is  never  done. 

By  Em  ily  T.  Smith  in  New  York 
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In  a  surprise  turnaround,  three  of  Germany's  top 
tomotive  journals  rated  the  new  Audi  100  V-6  better 
than  the  Mercedes  300E  2.6  and  the  BMW  525L 


regarded  as  the  reigning  mon- 
is  of  German  performance 
ins,  Mercedes  and  BMW  have 
lever  had  much  concern  about 
)le  dethronement.  However, 
before  Audi  engineers  unveil- 
most  impressive  achievement 
The  all  new  Audi  100. 
,ts  conducted  by  three  of  Ger- 
top  automotive  journals,  the 
edesigned  Audi  100  outscor- 
the  Mercedes  300E  2.6  and 
,V525i. 

•rding  to  auto  motor  und 
he  Audi  100  took  control  of 
ing  early  and  often,  besting 
les  and  BMW  in  Bodywork, 
lg  and  Control,  and  Economy. 


Sensation:  Audi 
besseralsBMW 
vnd  Mertedes 


Compared  to  the  $42, 950  Mercedes  300E  2. 6  and  the  $35, 625  BM  W  525i,  the  Audi 
100S  is  priced  at  $29, 900*  That  includes  V-6  engine,  ABS  brakes,  drivers  side  airbag, 
galvanized  body  and  3-year  or  50,000-mile  limited  ivarranty.** 


nder. 
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Weldie  Diesel  Steuem  sparen 

new  Audi  100  was  rated  better  than  its 
ion  in  three  separate  tests  conducted  by  time 
German  automotive  publications. 

ias  succeeded. ..  in  not  just 
I  level  with  the  competition, 
ving  ahead  of  it" 
uld  seem  that  the  eight  years 
lgineers  had  labored  over  this 
of  Audis  had  indeed  paid  off. 
res  Borchman,  editor  of  auto 
id,  "The  new  Audi  100  is  no 
number  three  among  the  dis- 
led  German  marques,  but, 
;st  proves,  number  one." 
est  journalists  at  Mor  made 
mous:  "The  Audi  is  clearly 
erving  winner." 


Both  on  the  surface  and  beneath  the 
skin,  the  new  100  differs  dramatically 
from  its  predecessors.  The  styling  is 
more  dynamic.  The  interior  is  roomier. 

And  the  venerable  5-cylinder 
power  plant  has  given  way 
to  a  I72hp  V-6  engine  with 
superior  low-end  torque. 

One  area  that  wasn't  tested 
but  should  be  mentioned 
is  the  Audi  Advantage:  A 
program  that  includes  the 
cost  of  all  scheduled  main- 
tenance, even  oil  changes,  for 
three  years  or  50,000  miles. 
Neither  Mercedes  nor  BMW  can  top 
it  Nor  can  they  any  longer  claim  to  be 
at  the  top  of  this  class.  That  honor  now 
belongs  to  the  new  Audi  100. 


AUDI  100S  AT  A  GLANCE 

GENERAL:  Front-wheel  drive,  5-passenger 
sedan,  4-door  galvanized  body 
ENGINE:  2.8-liter  SOHC  V-6,  iron  block, 
aluminum  heads,  172hp.  Multi-path  induc- 
tion system 

DRIVETRAIN:  4-speed  automatic  or  5- 
speed  manual  transmission 
STEERING:  Rack-and-pinion,  power- 
assisted,  vehicle  speed-sensitive 
BRAKES:  ABS,  power  vented  front  discs, 
rear  discs 

PERFORMANCE:  0-60  mph  in  8.8  sec/ 

Top  track  speed  130  mph  (manual  version) 

26  mpg  Highway,  19  mpg  City+ 

MAJOR  STANDARD  EQUIPMENT: 

Drivers  side  airbag,  automatic  tensioning 
front  seatbelts,  power  steering,  windows, 
seats,  and  locks,  A/C,  cruise  control,  tilt  and 
telescopic  steering,  two-way  power  sunroof 
SOUND  SYSTEM:  8-speaker  AM/FM  stereo 
radio/cassette  w/anti-theft  features 

*l*rues  bfLVfi  im  MSRP Wllh  rrutrt  tram  .  txrlwlntg  t/Lxn.  license,  freight, 
(train  iti/irxn  and  options.  Equipment  levels  inn.  Rices  wfyect  u>  change, 
**.V<-  dealer  fur  details.  '  1992  EPA  estmala. 

\ 


For  the  Auto  Motor  Und  Sport  test  results,  call  1-800-FOR-AUDI. 


MANAGING  FOR  QUALITY 

I    CONSULTANTS  I 


HIGH  PRIESTS 
AND  HUCKSTERS 

Do  quality  gurus  live  up  to  their  name?  Well,  yes  and  no 


In  the  20th  century 
B.  D.  (before  Deming), 
Philip  B.  Crosby  re- 
members how  the 
booths  at  various 
quality-control  shows 
displayed  little  more 
than  inspection  equipment  and  gauges. 
These  days,  they  overflow  with  books, 
tapes,  videos,  and  slick  brochures  pro- 
moting consulting  services.  Crosby,  one 
of  the  earliest  quality  consultants,  is  a 
little  disdainful  of  all  the  paraphernalia. 
"Most  of  the  quality  movement  is  still 
fairy  dust,"  he  says.  But  if  you  hire  a 
good  consultant— someone  such  as 
Crosby— "you  can  determine  how  much 
it  costs  you  to  do  things  wrong,  down 
to  the  penny." 

The  message  has  gotten  out.  Nearly 
20,000  managers  flowed  through  the 
classrooms  of  Philip  Crosby  Associates 
Inc.  last  year,  paying  a  total  of  S84 
million  for  the  privilege.  Despite  the 
recession,  the  company  that  bears 
Crosby's  name— even  though  he  sold 
it  in  1989— is  forecasting  a  20%  jump  in 
revenues  this  year. 

Welcome  to  Quality  Inc.  It  is  an 
amorphous  industry  of  trainers  and 
consultants,  selling  not  only  advice  but 


also  courses,  lectures,  workbooks,  com- 
puter software,  videos,  and  more  than 
a  little  B.  S.  "There  are  lots  of  seminar 
serums,  training  transfusions,  program 
prescriptions,  and  video  vaccinations." 
says  Stanley  M.  Cherkasky,  a  manag- 
ing partner  and  president  of  quality 
consultants  Gunneson  Group  Interna- 
tional Inc.  Juran  Institute  Inc.,  another 
leading  player,  sells  a  S  15,000  do-it- 
yourself  kit  complete  with  16  video- 
cassettes,  10  workbooks,  a  leader's 
manual,  overhead  transparencies,  and  a 
five-day  course  to  teach  someone  how 
to  run  the  tapes. 

A  minuscule  industry  until  recently, 
the  business  of  giving  advice  to  clients 
hungry  for  quality  guidance  is  growing 
by  25%  a  year,  according  to  a  recent 
study  by  Boston  Consulting  Group  Inc. 
"Only  five  years  ago,  we  were  getting 
fewer  than  10  prospects  a  week,"  says 
Cherkasky.  "Today,  if  we're  not  get- 
ting 35,  something's  wrong.  There's  an 
avalanche  of  interest  in  total  quality 
management."  The  study  by  BCG,  which 
isn't  in  the  quality  industry,  found  that 
companies  now  shell  out  S750  million  a 
year  to  1,500  third-party  providers  of 
advice  and  materials  on  quality.  These 
corporate  versions  of  Ann  Landers, 
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BCG  discovered,  are  earning  34%  pi  . 
tax— far  more  than  most  of  their  eaJ| 
clients. 

No  wonder,  then,  that  nearly  evA 
consultant  around  has  added  quail 
work  to  its  mix  of  advice.  Many  trm- 
tional  management  consulting  firl 
say  a  good  chunk  of  their  business 
day  is  derived  from  the  quality  bom 
but  it's  hard  to  pinpoint  exactly  hj$  - 
much.    Arthur   D.    Little   Inc.  n 
Cambridge,  Mass.,  says  that  anywhjt 
from  2%  to  25%  of  its  S242  million! 
consulting  revenues  last  year  was 
lated  to  quality  projects. 

Firms  that  once  did  little  more  tlj 
human  resource  training  now  also 
the  quality  banner.  "They've  moved) 
where  the  fish  are  biting,"  says  Geoi 
H.  Labovitz,  president  of  consultas 
ODI,  which  made  the  switch  from  a 
man  resource  training  firm  itself 
years  ago.  Even  some  of  the  qua 
associations  that  merely  spread 
gospel  of  the  movement  are  profiti 
Roughly  three  of  every  four  dollars! 
the  $21  million  budget  of  the  Amerim 
Society  for  Quality  Control  (table,  p»~' 
56)  comes  from  selling  information  cd 
seminars  on  quality.  The  asqc  rate 
in  about  $8  million  a  year  from  boo 
and  magazines  alone. 
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In  this  pell-mell  rush,  some  of  i  li 
advice  dispensed  isn't  of  the  hi 
est  quality,  says  G.  Howland  Blae 
ton,  president  of  the  Juran  Institute 
Wilton,  Conn.  And,  he  implies,  so  ffi 
of  it  is  deliberately  obscure.  "It's 


come  an  opportunity  to  make  money 
people  were  offering  a  product  ser 
managers  could  understand,  they  wo 
get  laughed  out  of  the  boardroo: 
Adds  Dean  Silverman,  executive  vi 
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10  LEADING  PLAY  )U, 


Winter  Park,  Fla. 

$84,000,000 

ANNUAL  REVENUE 

280 

EMPLOYEES 

Largest  quality-train- 
ing firm.  Clients 
include  Amoco, 
Exxon,  GM,  Heinz, 
Southwestern  Bell 

FOUNDED  1979 


Pittsburgh,  Pa. 

$50,000,000 

ANNUAL  REVENUE 

600 

EMPLOYEES 

Consulting,  employee- 
involvement  work- 
shops. Clients  include 
Colgate-Palmolive, 
Lake  Superior  Paper 

FOUNDED  1970 


Morristown,  N.  J. 

$36,500,000 

ANNUAL  REVENUE 

500 

EMPLOYEES 

Major  player  in  man- 
agement and  quality- 
consulting.  Acquired  in 
1990  by  Paris-based 
Sogeti 

FOUNDED  1974 


Landing,  N.  J. 

$28,500,000 

ANNUAL  REVENUE 

120 

EMPLOYEES 

Led  by  Revlon's  for- 
mer quality  expert. 
Clients  include 
Campbell  Soup, 
Du  Pont,  Hershey 

FOUNDED  1980 


Burlington,  m 

$28,0001 

ANNUAL  REX  if 

200| 

EMPLOYE! 

Founded  by  BS 
management  i 
sor.  Clients  inc 
Chevron,  Entel! 
Federal  Expre 

FOUNDED 
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ident  of  Temple, 
;er  &  Sloane  Inc., 
inagement  consult- 
firm  in  Lexington, 
s.:  "For  some  com- 
8S,  the  investment 
aaid  off.  For  many 
rs,  quality  pro- 
is  have  turned  out 
i  just  another  drag 
le  bottom  line,  cost- 
the  buck  without 
ucing  the  bang." 
>r  companies  be- 
?d  by  swarms  of 
brochures  and 
people,  it  can  be  a 
ldering  experience. 
;re  must  be  20 
3S  of  mail  a  day 
firms  selling  qual- 
and  a  lot  of  it  is 
"  says  Mary  D.  Do- 
director  of  quality 
ementation  at 
pbell  Soup  Co. 
re  are  few  consul- 
5  who  can  offer 
ithing  new.  Most  of 
l  are  repackaging 
selling  the  same  ideas  and  concepts." 
lat  companies  keep  signing  up  re- 
5  how  desperate  many  of  them  are 
ompete  with  Japan.  Many  large 
orations  also  are  pressuring  their 
■tiers  to  join  the  bandwagon.  "This 
iout  far  more  than  the  quality  you 
I  into  a  product,"  says  David  Gar- 
a  Harvard  business  school  profes- 
"It's  a  different  set  of  ideas  about 
igement.  There  are  not  that  many 
itives  where  the  CEO  can  stand  up 
say,  'this  is  mine,  and  I  can  put 
imprint  on  the  company  with  it.' 
ity  fits  the  bill." 

le  government's  Baldrige  award, 
has  fueled  the  boom.  Former  Bal- 


QUALITY  INC 


drige  judges  now  staff  several  consult- 
ing firms,  such  as  the  Juran  Institute, 
that  counsel  clients  on  how  to  win  the 
prize.  The  award  itself  has  inspired 
products.  One  of  the  latest,  a  pair  of 
25-minute  videos,  purports  to  show  how 
Wallace  Co.,  a  distributor  of  pipes  and 
fittings,  won  its  Baldrige  in  1990  (page 
58).  The  tapes,  produced  by  Boston- 
based  Enterprise  Media,  sell  for  $795. 

Whatever  the  product,  it's  likely  to 
be  sold  with  a  fervor  reminiscent  of  a 
religious  cult.  Each  quality  demigod, 
be  it  W.  E.  Deming  or  J.  M.  Juran,  Phil 
Crosby  or  Armand  V.  Feigenbaum, 
boasts  his  own  set  of  commandments, 
rituals,  and  disciples.  And  within  each 


c 

A  GOOD 
CONSULTANT 
SHOWS  YOU 
'HOW  MUCH  IT 
COSTS  YOU  TO 
DO  THINGS 
WRONG,  DOWN 
TO  THE  PENNY' 


approach,  corporate 
managers  are  confront- 
ed by  a  numbing  maze 
of  acronyms  and  buzz- 
words. There  is  TQC 
(total  quality  control) 
and  TQM  (total  quality 
management).  There  is 
fishbone  diagramming, 
to  chart  cause  and  ef- 
fect, and  poka-yoke,  the  Japanese  term 
for  idiot-proof.  There  is  also  Big  Q  (an 
organizational  approach  to  quality)  and 
Little  Q  (quality  as  it  relates  to  the 
factory  floor).  "It's  a  lot  of  alphabet 
soup,"  grouses  Deming,  whose  own 
contribution  includes  the  PDCA  (plan-do- 
eheck-act)  cycle. 

Of  all  the  gurus,  no  one  has  capital- 
ized more  on  the  swelling  interest  in 
quality  than  Phil  Crosby.  Once  an  in- 
spector on  an  assembly  line,  he  eventu- 
ally became  a  corporate  vice-president 
for  quality  at  ITT  Corp.  when  Harold 
Geneen  was  its  autocratic  chairman. 
Crosby  quit  the  company  in  1979,  just 
after  writing  what  became  one  of  the 


NOTE:  Revenues  from  quality-related  business  only   DATA:  BW 


brk,  N.Y. 

I  »00,000 

.L  REVENUE 

,000 

LOYEES 

ality  practice 
accountants, 

I  profession- 

;  >  include 

;  ./Blue  Shield 

)ED  1894 


ALKER  CUSTOMER 


Indianapolis,  Ind. 

$16,800,000 

ANNUAL  REVENUE 

70 

EMPLOYEES 

Creates  scorecards 
for  clients  to  measure 
customer  satisfaction. 
Clients  include  P&G, 
American  Express 

FOUNDED  1971 


Palm  Beach,  Fla. 

$15,000,000 

ANNUAL  REVENUE 

85 

EMPLOYEES 

Spin-off  from  FPL 
Group,  winner  of 
Deming  award. 
Clients  include  AT&T, 
Chase  Manhattan 

FOUNDED  1971 


Psttsfield  Mass. 

$12,600,000 

ANNUAL  REVENUE 

60 

EMPLOYEES 

Founded  by  Armand 
Feigenbaum,  offers 
systems  engineering 
consulting.  Clients 
include  Ford,  GE 

FOUNDED  1968 


Wilton  Conn. 

$10,000,000 

ANNUAL  REVENUE 

55 

EMPLOYEES 

Founded  by  quality 
guru  J.  M.  Juran. 
Offers  consulting, 
training.  Clients 
include  Alcoa,  IRS 

FOUNDED  1979 


SIEMENS 

1895.  That  was  then. 


Working  in  a  small  laboratory  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray  tubes 
in  1896. 


©  Siemens  Corporation  1991 


1991.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human  body  more 
clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens  investment  in  research  and 
development.  Happily  you  don't  have  to  be  a  scientist  to  appreciate  the  results.  Doctors, 
hospitals  and  clinics  throughout  America  are  giving  their  patients  better  care  because  of 
Siemens  advances  in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic 
resonance,  nuclear  imaging  and  computed  tomography  And  that's  the  kind  of  result  we 
can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  97  Box  8003M,  Trenton,  New  Jersey  08650 


Automation  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 
Lighting  Systems        Medical  Systems        Power  Generation       Telecommunications  Transportation 


MANAGING  FOR  QUALIT 


Absolute 
efficiency. 


Pure 
luxury. 


At  Le  Meridien  doing  business  is  made 
easy  by  our  enviably  central  locations 
and  consummately  professional  staff. 
Forgetting  business  is  similarly  effort- 
less thank-  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  Who  says  doing  business  can  t 
be  a  pleasure'.''  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L  im  itation, 
our  frequent-guest  program. 


MERIDIEN 

The  service  you  expect. 

lra\el  Companion  of  Air  France 
(  her  50  Hotels  and  Resorts  Worldwide 


In  North  America:  Roston  •  <  Chicago  -  Montreal  •  Nassau. 
Raharnas  ■  New  ( Means  ■  New  York  ■  Newport  Reach 
•  San  Diego  ■  San  Francisco  ■  Vancouver 
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best-selling  business  books  ever,  Qual- 
ity Is  Free.  A  mention  of  the  book  by 
business  week  helped  lead  to  numer- 
ous speaking  engagements  at  such 
companies  as  IBM,  Bendix,  Hoechst  Cel- 
anese,  and  Xerox.  In  1979,  with  his 
speaking  fees  and  ITT  thrift-plan  mon- 
ey, he  launched  Philip  Crosby  Asso- 
ciates in  Winter  Park,  Fla. 

Early  on,  Crosby  decided  that  his 
wouldn't  be  a  traditional  consulting 
firm.  Instead,  he  aimed  to  reach  as 
many  executives  as  possible.  So  he  de- 
veloped a  2Vz  day  seminar,  dubbed  the 
Executive  College,  for  senior  managers. 
Each  seminar  leads  to  another,  one  for 
middle  managers,  another  for  hourly 
employees.  One  six-month  course  even 
trains  corporate  trainers  for  in-house 
quality  efforts. 

Instead  of  hiring  executives  to  teach 
his  concepts,  Crosby  looked  for 
smart,  engaging  people  who  fol- 
lowed carefully  prepared  scripts.  "I 
transferred  my  credibility  to  the  mate- 
rials," he  says,  "and  they  taught  the 
materials.  We  had  experts  on  presenta- 
tion skills  to  tell  them  to  keep  their 
jackets  buttoned  and  their  fingers  out 
of  their  noses." 

Within  five  years,  Crosby  Associates 
was  doing  $20  million  in  annual  reve- 
nues, and  General  Motors  Corp.,  a  ma- 
jor client,  paid  $4  million  for  a  10% 
interest  in  the  firm.  In  1985,  Crosby 
took  his  company  public.  Two  years 


ago,  consultant  Alexander  Prou 
acquired  the  firm  for  $75  million, 
its  stock  market  value.  Crosby  re 
from  the  company  in  January. 

In  a  typical  week.  Crosby's 
runs  at  least  three  classes  of  its 
agement  College  for  two  dozen 
die  managers  per  class  in  each  of 
cations  in  14  countries— at  $2,2 
person.  "The  course  is  taught  i 
languages,  and  everyone  learns  e  - 
ly  the  same  thing,  whether  they 
it  in  Singapore  or  London,"  says  J  t 
Bram,  Crosby's  director  of  marke 

Crosby's  client  list  reads  li 
Who's  Who  of  Corporate  America 
several  of  them,  including  GM,  Mil 
and  PPG  Industries,  have  won  Cro 
own  version  of  the  Baldrige,  the 
ity  Fanatic  Award.  This  is  give 
companies  that  make  significant 
mitments  to  quality  improvemei 
defined  by  Crosby  himself.  Some 


mm 


by  clients  spend  as  much  as  $10  m 
on  training  efforts. 

Not  all  of  them  are  as  enthusi 
as  H.J.  Heinz  Co.,  which  gave  t  V,< 
pages  of  its  annual  report  one  ye 
Crosby  to  explain  quality  manager 
"They  use  the  same  approach  rej 
less  of  the  industry  you're  in," 
plains  a  vice-president  for  qualit 
a  major  corporation.  "They  have 
commercialized  the  quality-training 
cess.  Everything  we  needed  tu 
into  another  expensive  workshop 

If  some  quality  consultants 
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THE  QUALITY  ESTABLISHMENT 

AMERICAN  SOCIETY                ASSOCIATION  FOR  QUALITY 
FOR  QUALITY  CONTROL                     &  PARTICIPATION 

Milwaukee,  Wis. 

1  $21,000,000  85,000 

BUDGET  MEMBERS 

1  Membership  mainly  quality  cort- 
1  trol  specialists.  Sponsors  array  of 
1  seminars,  conferences 
FOUNDED  1946 

Cincinnati,  Ohio 

$5,000,000  8,000 

BUDGET  MEMBERS 

Emphasis  on  fitting  employee 
involvement,  self-directed  work  ; 
teams  into  quality  movement 
FOUNDED  1977 

QUALITY  &  PRODUCTIV 
MANAGEMENT  ASSN 

Schaumburg,  III. 

$1,000,000  1,000 

BUDGET  MEMBERS 

Emphasis  on  networking  of  quali- 
ty professionals— senior,  middle 
managers  from  530  companies 
FOUNDED  1979 

Houston,  Tex. 

$5,000,000  450 

BUDGET  MEMBERS 

Corporate  members.  Sponsors  f 
workshops,  is  assembling  a  clea 
inghouse  on  benchmarking 
FOUNDED  1977 
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■ated  customers,  the  consultants 
t's  often  because  managers  expect 
much,  too  soon.  "Clients  will  see 
;  success  in  the  first  18  months," 

Bram,  "but  then  they  hit  a  wall, 
it  becomes  very  difficult.  So  you 

a  lot  of  people  who  say,  'We  tried 
quality-improvement  stuff,  and  it 
n't  work.'  It  takes  an  awful  lot  of 
nitment  from  the  senior  manage- 
|  You  just  can't  afford  lip  service." 
deed,  executives  can  find  lasting 
ovements  elusive  if  they  rely  on 

more  than  classroom  training.  "I 

not  met  a  client  who  said  that 
ing  was  enough  to  get  it  done," 

BCG  consultant  George  Stalk  Jr. 
tisferring  awareness  into  bottom- 
results  is  hard.  Top  management 
n't  understand  the  limitations"  of 
1  of  the  quality  advice. 

ome  companies  say  the  same  is 
I .  true  for  any  other  type  of  con- 
suiting.  "A  firm  could  send  all  its 
loyees  to  Tom  Peters'  seminars, 
they  would  come  back  all  fired 
)ut  they  would  be  ill-equipped  to 
;  any  changes  in  the  organization," 
David  E.  Quady,  a  consultant  with 
Ton  Corp.'s  in-house  quality  im- 
ement  group.  "You  need  aware- 
i  but  then  you  need  to  provide  ed- 
on  to  apply  it." 

le  most  successful  companies  have 
their  own  stamp  on  quality  cam- 
is,  mounting  their  own  massive 
ing  efforts  internally.  "You  can't 
these  quality  systems  off  the 
|  advises  Harvard's  Garvin.  "The 
,  successful  efforts  tailor  ideas  to 
>rganization.  All  the  Baldrige  win- 
have  developed  their  own  house 
ds  of  quality." 

3  more  companies  tire  of  simple 
ing  seminars,  many  are  expected 
he  quality  firms  to  turn  to  more 
tantive  strategies  for  quality  im- 
ement.  A  lot  of  large  training 
s,  from  Crosby  to  Florida-based 
tec,  expect  to  see  a  bigger  share  of 
■  revenues  come  from  consulting. 

business  is  going  to  continue  to 
)de  because  of  increased  competi- 
'  says  Feigenbaum,  whose  General 
ems  Co.  uses  mainly  engineers  to 

install  quality-improvement  sys- 

in  companies.  "We  will  move  from 
iwareness  phase  of  the  1980s  into 
implementation  phase  of  the  1990s." 
■osby,  meanwhile,  has  begun  to 
of  quality.  He  continues  to  write 

speak,  but  his  next  project  in- 
3s  leadership  issues  with  a  quality 
.  He's  doing  a  video  series  enti- 

To  Be  An  Executive.  It's  likely  to 
eady  just  in  time  for  next  year's 
ity  trade  shows. 

By  John  A.  Byrne  in  New  York 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-22 1-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  NY  1 1797-2087. 

OLYMPUS 

Pearlcorder 


MICROCAS56TT6"  RECORDERS 


When  it's  missing. . . 
you  can  tell 


(and  so  can  your  customers) 
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THE  PRIZE 
AND  THE  PASSION 


Bucking  for  a  Baldrige  award  is  grueling,  but  the  challenge  itself  turns  its  devotees  on 


Like  many  proud 
U.  S.  companies  fac- 
ing hard  times,  Cum- 
mins Engine  Co.  was 
an  eager  convert  to 
the  gospel  of  quality. 
In  1983,  as  the  king 
of  truck  engines  reeled  from  recession 
and  foreign  competition,  its  executives 
made  a  pilgrimage  to  Japan.  Back 
home,  they  installed  a  formal  quality 
process.  It  didn't  work.  Problems 
soared  on  a  new  engine,  warranty 
costs  doubled  from  1987  to  1989,  and 
customers  deserted.  So  last  year,  the 
72-year-old  Columbus  (Ind.)  company 
turned  a  harsh  spotlight  on  itself.  It 
began  to  judge  its  performance  using 
the  criteria  of  the  Malcolm  Baldrige 
National  Quality  award.  It  even  ap- 
plied for  the  award,  just  to  get  feed- 
back from  Baldrige  examiners. 

It  didn't  come  close  to  winning.  But 
the  feedback  prompted  it  to  pinpoint 
the  source  of  trucker  complaints,  train 
workers  better,  and 
seek  help  from  qual- 
ity leaders  such  as 
Xerox  Corp.  Cum- 
mins now  finds  pro- 
duction defects  in 
fewer  than  1%  of  its 
engines  vs.  10%  be- 
fore. Its  warranty 
costs  are  down  more 
than  20%  since  1989. 
And  in  1992,  it  ex- 
pects to  emerge 
from  three  years  of 
red  ink.  Using  the 
Baldrige  standards 
"has  a  tremendous 
return  on  invest- 
ment," says  John  0. 
Brown,  a  former  top 
quality  manager  at 
Cummins  and  now  a 
consultant. 

For  better  or 
worse,  the  Baldrige 
award  is  playing  an 
extraordinary  role  in 
Corporate  America. 


"The  message  is  reaching  companies 
that  aren't  even  aware  we're  having  a 
quality  revolution,"  says  Richard  J. 
Schonberger,  author  of  World  Class 
Manufacturing.  Thousands  of  copies  of 
the  Baldrige  criteria  are  in  corporate 
hands,  offering  blueprints  for  action. 
Among  other  things,  the  Baldrige  pro- 
cess requires  companies  to  boost  em- 
ployee involvement,  measure  them- 
selves against  industry  leaders,  and 
shorten  the  time  it  takes  to  design  and 
introduce  products.  "If  companies  did 
80%  of  this,  the  U.  S.  would  clean  the 
clock  of  every  country  in  the  world," 
says  management  consultant  and  Bal- 
drige examiner  Stephen  H.  Baum. 

Yet  for  all  its  vaunted  benefits,  the 
four-year-old  award  has  inspired  a 
small  backlash.  "I  think  companies 
should  be  knocking  out  the  competi- 
tion, not  winning  bowling  trophies," 
growls  David  K.  Snediker,  head  of  the 
quality  program  at  Battelle  Memorial 
Institute,  the  research  think  tank  in 

WHAT  THE  BALDRIGE  EXAMINERS  LOOK  FOR 

To  apply  for  the  award,  a  company  must  document  in  no  more  than  75 
data-filled  pages,  general  statements  such  as  the  following: 


✓Top  executives 
incorporate 
quality  values  into 
day-to-day 
management 


✓Its  products  are 
as  good  as  or 
better  than  those  of 
its  competitors 


✓It  is  working 
with  suppliers 
to  improve  the 
quality  of  their 
products  or  services 


/Customer  needs 
and  wants  are 
being  met— and  cus- 
tomer satisfaction 
ratings  are  as  good  as  or 
better  than  competitors' 


Once  an  application  is  submitted,  examiners  award  points  for 
accomplishments  in  each  of  32  sections  in  the  award  criteria.  Top  scorers 
receive  sife  visits  by  senior  examiners,  who  then  make  recommendations 
to  a  panel  of  judges 


DATA  COMMERCE  DEPT 


Columbus,  Ohio.  Indeed,  winning 
award  doesn't  guarantee  a  spot  on 
leading  edge.  Worse,  by  the  timi 
company  wins,  the  basis  for  competh 
in  world  markets  may  have  chanj 
Baldridge  means  simply  that  a  corrfe- 
ny  has  made  great  gains  in  this  • 
key  area.  "Quality  is  a  critical  issjfc 
but  not  the  only  one,"  says  DavidV 
Nadler,  a  consultant  in  New  York  Cp 
"I  think  the  danger  of  the  Baldrige  0- 
thusiasm— or  hysteria— is  that  it  o\» 
sells  quality." 

The  question  is,  does  meeting  I 
Baldrige's  standards  pay  off  on  ■ 
bottom  line?  At  IBM's  Rochester  (Mill 
unit,  a  1990  winner,  market  share  to 
AS/400  minicomputers  is  rising  halljB 
point  a  year,  and  revenue  per  empl'/- 
ee  is  up  38%  since  1985.  In  fgfj 
Congress'  General  Accounting  Oflp 
concluded  last  year  that  companies  tit 
scored  high  in  the  Baldrige  contB 
"achieved  increased  market  share  m 
improved  profitability." 

But  quality  cap 
conquer  every  ohm 
cle.  Consider  Walla 
Co.,  a  Houston  cfl 
tributor  of  oil-indl 
try  pipe,  valves,  m 
fittings.  A  1990  El 
drige  winner,  it  vJ 
hurt  this  year  I 
the  recession  a| 
the  woes  of  its  oi 
lender.  In  its  foui 
quarter  ended 
August,  Wallace  1< 
$600,000  on  re\ 
nues  of  $18  millk 
"I  haven't  lost  a  a 
tomer,"  says  Cha 
man  John  W.  W. 
lace,  who  credits 
quality  progran 
"but  they  are  bu 
ing  less."  And 
Baldrige  makes  h 
a  target:  "A  lot 
people  would  like 
see  you  fail." 
Named   for  t 


flhe  company 
W    trains  workers  in 
quality  techniques  and 
has  systems  in  place  to 
ensure  that  products 
are  high  quality 


✓The  quality 
system  yields 
concrete  results,  such 
as  gains  in  market 
share  and  reduction 
in  product-cycle  time 
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gan  Administration 
lmerce  Dept.  Secre- 
'  Malcolm  Baldrige, 
i  died  in  1987,  the 
rd  wasn't  meant  to  be 
lue  ribbon  for  the 
lest  market  share  or 
its.  Instead,  the  idea 

to  make  U.  S.  indus- 
aware  of  how  essen- 

quality  is  in  global 
petition,  and  to  pro- 
|  a  blueprint  that 
ht  work.  Commerce 
•t.  officials  who  wrote 

guidelines  for  the 
.rd  were  determined 

to  copy  the  criteria 
i  for  Japan's  Deming 
e,  named  after  U.  S. 
lity  expert  W.  Ed- 
ds  Deming.  It  puts  a 
vy  burden  on  compa- 
i:  To  win,  they  must 

a  huge  quality  bu- 
jcracy  in  place,  write 
application  of  up  to 
)0  pages,  and  spend 
rs  working  with  con- 
ants  from  the  Union 
fapanese  Scientists  & 
[ineers,  which  adminis- 
i  the  prize. 

i  group  led  by  Curt 
Reimann,  the  National 
atute  of  Standards  & 
hnology  chemist  who 
linisters  the  competi- 
1,  devised  an  Ameri- 
approach.  Although  it 
uires  hard  data  on 
oything  from  senior 
nagement's  quality 
imitment  to  proce- 
ss for  solving  custom- 
complaints,  the  Bal- 
?e  application  is 
ited  to  a  relatively 
a  75  pages.  And  the 
\  award  is  "more  open 
I  fair,"  says  one  Japa- 
ie  fan,  who  has  won 
Deming  award  but 
ikes  its  endurance-test 
ure.  "It  gives  you  more  freedom  to 
lign  your  own  approach." 
3aldrige  applicants  are  screened  by 
iminers  from  industry  and  acade- 
i.  Then,  the  high  scorers  are  visited 
senior  examiners,  who  make  rec- 
mendations  to  a  panel  of  eight 
;ges  from  the  private  sector.  They 
k  as  many  as  two  winners  each 
m  manufacturing,  services,  and 
all  business.  Even  this  process  often 
ties  under  fire  for  being  too  expen- 
e,  time-consuming,  and,  occasionally, 
sed.  But  Baldrige  defenders  say  the 
d  cost  isn't  the  application  process, 


REIMANN  HAS  TAILORED  AWARD  CRITERIA  TO  SUIT  U.  S.  COMPANIES 

but  installing  quality  programs  to  begin 
with.  Once  these  are  in,  applying  can 
be  a  snap.  In  1988,  Kenneth  E.  Leach, 
then  co-owner  of  tiny  ferroalloy  maker 
Globe  Metallurgical  Inc.  in  Cleveland, 
Ohio,  wrote  his  award-winning  applica- 
tion in  one  weekend. 


S 


ome  experts  charge  that  the  Bal- 
drige doesn't  emphasize  all  the 
critical  factors  of  competition.  "It 
fails  to  really  address  productivity," 
says  Ross  E.  Robson,  associate  dean  of 
the  business  school  at  Utah  State  Uni- 
versity and  executive  director  of  the 


Shingo  Prize  for  compa- 
nies that  use  "lean"  pro- 
duction methods.  That 
isn't  so,  Reimann  insists. 
In  fact,  the  year  after 
Globe  won  its  Baldrige,  it 
won  a  Shingo,  too. 

Critics  also  assert  that 
the  Baldrige  process  is 
flawed  because  the  award 
can  go  to  companies  with- 
out a  solid  reputation  for 
quality.  Peter  J.  Kolesar, 
research  director  of  the 
new  Deming  Center  for 
Quality  Management  at 
Columbia  University, 
which  does  research  on 
quality,  was  one  of  many 
experts  who  were  shocked 
when  Cadillac  won  last 
year.  He  argues  that  Cad- 
illacs are  too  inferior  to 
Lexus  and  Acura  to  earn 
credit  for  quality. 

Yet  with  Cadillac,  the 
Baldrige  process  worked 
perfectly,  contends  David 
B.  Luther,  corporate  di- 
rector of  quality  at  Corn- 
ing Inc.  and  one  of  the 
judges  who  picked  the 
car  company.  He  agrees 
that  its  quality  and  reli- 
ability in  the  past  haven't 
been  sterling.  But  if  the 
new  programs  that  im- 
pressed the  judges  work, 
Cadillac's  reputation  will 
rapidly  improve.  "Most 
people's  view  of  a  compa- 
ny comes  from  hindsight," 
Luther  says.  "But  the  Bal- 
drige is  looking  forward." 
In  fact,  Cadillac's  1992  Se- 
ville, the  first  car  made 
under  the  new  system,  is 
getting  rave  reviews  for 
looks,  handling,  and  je  ne 
sais  quoi  that  distinguish 
class  acts.  With  Cadillac, 
says  Reimann,  "the  public 
is  getting  an  education  in 
what  the  Baldrige  means." 
This  isn't  to  say  that  Baldrige  win- 
ners are  always  world-beaters.  In  the 
eyes  of  the  auto  press,  even  the  new 
Cadillacs  fall  short  of  Japanese  and 
German  competitors.  But  give  the 
U.  S.  companies  credit  for  making  dra- 
matic improvements,  Reimann  says. 
And  if  U.  S.  business  as  a  whole  takes 
up  the  Baldrige  challenge,  the  prize 
may  be  one  of  the  keys  that  will  open 
the  door  to  renewed  American  com- 
petitiveness. 

By  John  Carey  in  Washington,  with 
Robert  Neff  in  Tokyo  and  Lois  Therrien 
in  Chicago 
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PROFILE 

MOTOROLA  AND  NEC 


GOING  FOR  THE  GLORY 
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Chasing  a 
quality  award 
helped  Motorola 
and  NEC  focus 
their  goals 


MOTOROLA'S 
CRUSADE 


'86   '87   '88    89   '90  '91 
A  THOUSANDS  EST. 
'INCLUDES  PARTS  AND  PROCESSES 
DATA:  MOTOROLA  INC. 


In  the  quest  for  quality,  two 
trophies  stand  out:  America's 
Baldrige  award  and  the  Dem- 
ing  prize  from  Japan.  To  win 
either  prestigious  award,  com- 
panies must  sweat  through  long 
hours  and  mind-numbing  pa- 
perwork. Even  losers  have  found  that  the  wrench- 
ing self-examination,  new  policies,  and  tough 
standards  needed  merely  to  qualify  for  these 
prizes  yield  a  valuable  dividend.  The  exercise  of- 
ten transforms  them  into  more  thorough,  more 
profitable,  and  simply  better  companies. 

SPREADING  THE 
MESSAGE 

George  M. C.  Fisher,  chairman  of  Motorola 
Inc.,  is  one  of  the  Baldrige  award's 
biggest  fans.  "The  process  helped  us  think 
about  things  we  probably  never  would  have,"  he 
says,  referring  to  such  issues  as  how  to  prompt 
factory  personnel  to  work  more  closely  with  prod- 
uct designers.  Motorola,  which  won  in  1988,  even 
insists  that  its  suppliers  apply  for  the  prize.  And 
the  Schaumbm-g  (111.)  electronics  giant  plans  to  re- 
apply when  it  is  eligible  again  in  1994. 

Few  U.  S.  companies  can  match  Motorola's  de- 
votion to  quality.  In  1987,  it  set  this  five-year 
goal:  reach  virtual  perfection  in  manufacturing  by 
slashing  component  defects  to  what's  known  in 
the  quality  game  as  the  six-sigma  level  (page 
9).  That's  3.4  defects  per  million  components. 
The  company  won't  do  it  until  a  year  or  two 
after  its  target  date  of  1992.  But  Motorola  has 
now  expanded  the  goal  to  all  its  processes,  from 
closing  the  books  to  applying  for  patents.  The  ul- 
timate aim,  says  Fisher,  is  "total  customer  satis- 
faction"—providing  innovative  products  before 
customers  even  know  they  want  them. 

Motorola  came  by  this  goal  the  hard  way.  In 
the  early  1980s,  it  was  routed  by  Japanese  com- 
petitors whose  semiconductors,  cellular  phones, 
and  pagers  were  better  and  cheaper.  Snappy 
new  products,  such  as  a  pocket-size  cellular 
phone,  plus  aggressive  marketing  and  pricing, 
have  brought  the  company  roaring  back.  And 
in  June,  Ford  Motor  Co.  picked  Motorola's  88000 
microprocessor  as  the  brains  of  its  next-genera- 
tion power  train,  which  includes  engine  and 
transmission,  for  all  car  and  truck  models. 

In  manufacturing,  Motorola  has  already  im- 
proved 150-fold.  Defects  are  expected  to  drop 
to  an  average  of  40  per  million  by  yearend,  from 
6,000  per  million  in  1986  (chart).  Many  operations 


and  products,  including  soldering  and  batt  isses.lt 


toirapi 
r  of  the  e 
rectors  a 


rechargers  for  pagers,  have  achieved  the 
sigma  objective.  Already,  Fisher  is  consider 
setting  an  even  more  ambitious  goal:  a  mi 
boggling  60  defects  per  billion. 

At  the  same  time,  the  company  is  grop& 
for  ways  to  force  such  exacting  standards  c 
everything  from  basic  research  to  routine  me}* 
ings.  Unlike  manufacturing,  these  functions 
not  easily  isolated  into  separate,  repetitive  ta^  a  car-is 
that  can  be  given  undivided  attention. 

But  that  isn't  stopping  Motorola.  Take 
corporate  finance  department,  which  now  clo  fep. 
the  monthly  books  in  four  days,  down  from  12 
1987.  Changes  such  as  clearer  directions  on  tors 
and  an  easy-to-use  format  for  computer  screta 
have  helped  streamline  the  process— and  sije  Pj|| 
$20  million  a  year.  And  customer-service  c( 
ters  that  handle  communications  devices  s' 
as  two-way  radios  now  do  more  on-site  repai 
and  deliver  repaired  products  instead  of  waiti 
for  customers  to  retrieve  them.  In  the  past  th] 
years,  average  repair  time  has  dropped  from 
days  to  7,  says  Paul  J.  Cousino,  who  manages! 

Midwestern  service  centers.  He  aims  to  bra  

that  down  to  6  by  yearend. 

Despite  such  gains,  Motorola's  methods  hjj&;  :> 
sparked  sharp  criticism.  Some  suppliers  h 
balked  at  applying  for  the  Baldrige.  "We  j 


MOTOROLA  EVEN  TUTORS  ITS  SUPPLIERS 
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have  the  manpower,"  grouses  James  McAd- 
president  of  Universal  Grinding  &  Tool 
ce  Inc.,  which  did  only  a  portion  of  its  $2 
i  business  with  Motorola  and  forfeited  those 
rather  than  comply. 

s  others  are  willing.  "Any  size  company, 
or  large,  cannot  afford  not  to  go  for  it,"  as- 
John  M.  Boatman,  president  of  Vamistor 
,  which  makes  precision  resistors  for 
rola's  NASA-bound  satellite  communication 
ms.  To  help  its  suppliers  wade  through  the 
ige  application,  Motorola  holds  special  coach- 
asses.  It  does  so,  it  says,  because  its  own 
y  to  improve  is  inexorably  linked  to  the 
ir  of  the  parts  that  it  buys, 
tractors  also  charge  that  the  rigid  focus  on 
jma  could  stifle  innovation  by  forcing  re- 
h,  design,  and  production  staffs  to  stick  to 
proven  methods  and  technologies.  Yet  the 
nee  suggests  otherwise.  Motorola  is  pursu- 
early  a  dozen  groundbreaking  projects,  in- 
ig  a  car-navigation  system  and  a  global  sat- 
based  telephone  network.  "We're  doing  a  lot 
now  than  we've  ever  done,"  says  Fisher, 
doing  most  of  it  better. 

By  Lais  Therrien  in  Schaumburg,  III. 

PRESTIGE— AND 
|JMPER  PROFITS,  TOO 

ursuing  Japan's  coveted  Doming  prize  inev- 
itably stresses  out  nearly  everyone  at  a 
company.  It  was  no  different  at  NEC  Toho- 
td.,  an  NEC  Corp.  subsidiary  that  makes 
lone  switches,  printers,  and  a  host  of  other 
uter  peripherals.  The  directives,  plans,  and 
ts  involved  in  its  headlong  run  for  the 
d  totaled  about  244,000  pages.  Just  the 
station  to  the  judges  from  the  Union  of 
lese  Scientists  &  Engineers  (JUSE)  ran  300 
>  of  dense  data. 

S  to  President  Hisaei  Kikuchi  of  NEC  Tohoku, 
ng  the  prize  in  1989  meant  more  than  recog- 
l.  The  quality  management  tools  he  used 
:lp  grab  the  Deming  also  transformed  his 
any  from  a  stodgy  performer  into  an  ag- 
ive  marketer  with  spiffy  profits.  "We  were 
to  turn  the  company  around  and  climb  on 
oad  to  growth,"  says  Kikuchi. 

with  all  companies  pursuing  a  Deming,  NEC 
ku  wouldn't  have  jumped  into  the  game 
>ut  signals  from  JUSE  that  it  had  a  good 
at  winning.  JUSE,  which  created  the  award  in 

designates  consultants  to  help  companies 
;ment  the  strategy  called  total  quality  con- 
The  same  experts  serve  as  Deming  judges, 
flowing  the  guidance  of  its  counselors,  NEC 
ku  set  about  putting  the  juse  formula  into 
ice.  Boiled  down,  this  has  come  to  be  known 
e  PDCA  Cycle— for  plan,  do,  check,  act.  It's  a 
>ination  of  top-down  direction-setting,  fol- 
1  by  implementation  and  careful  monitor- 
t  all  levels. 

the  final  assault,  Kikuchi  issued  three  broad 
f  goals,  to  be  met  in  six  months:  fill  or- 
on  time,  improve  return  on  assets,  and  low- 
;fect  costs.  Department  and  section  bosses 


ABE,  DIRECTOR  KIKUO  SUZUKI,  AND  KIKUCHI:  SETTING  HIGHER  GOALS 

then  set  more  specific  targets.  To  boost  the  re- 
turn on  assets,  for  example,  each  manufacturing 
head  devised  a  detailed  cost-reduction  plan.  A 
bevy  of  charts  and  graphs  gauged  monthly 
progress,  measuring  such  things  as  equipment 
setup  times  and  inventory  levels. 

Among  those  on  the  front  lines  were  Akio  Abe, 
then  a  team  leader  in  a  printer  department  devel- 
opment section.  Working  with  his  crew,  the  Qual- 
ity Control  Dept.,  and  a  JUSE  teacher,  Abe  listed 
the  problems  to  be  solved.  Then,  he  and  his  20  en- 
gineers spent  about  six  months  creating  a  complex 
quality  matrix  based  on  the  quality  function  deploy- 
ment concepts  of  Tamagawa  University  Profes- 
sor Yoji  Akao  (page  22).  Abe's  section  also  did 
its  first  systematic  market  research.  "Before  adopt- 
ing qfd,  we  had  simply  tried  to  imagine  what 
people  who  used  our  printers  wanted,"  he  says. 

The  13-month  ordeal  paid  off.  The  printer 
manufacturing  department  reported  improve- 
ments in  production  flow,  clarity  of  specifica- 
tions, and  number  of  problem  parts.  Since  De- 
cember, 1987,  NEC  Tohoku's  printer  package 
defect  rate  has  declined  to  1.2%,  from  26%. 

Companywide,  Kikuchi's  overall  TQC  drive 
achieved  similar  results.  Customer-reported  de- 
fects in  telephone  switches  plunged  by  60%. 
Equivalent  payoffs  showed  up  in  printers,  and  in 
the  hybrid  integrated  circuits  and  miniature  re- 
lays used  in  telecommunications  gear.  Produc- 
tivity for  these  three  product  lines  more  than 
doubled  as  well.  NEC  Tohoku  won  American  Tele- 
phone &  Telegraph  Co.'s  top  quality  rating.  And 
pretax  profits  rose  from  $6.5  million  in  1987  to 
$8.7  million  in  1989. 

The  indefatigable  Kikuchi  now  has  new 
goals.  His  next  target  is  the  Japan  prize.  Only 
former  Deming  winners  are  eligible— after  a 
five-year  wait. 

Meanwhile,  there's  one  more  challenge  to 
face.  By  the  year  2000,  Kikuchi  figures,  95% 
of  NEC  Tohoku's  product  line  will  be  new.  Main- 
taining top  quality  while  replacing  his  current 
portfolio  could  make  winning  the  Deming  seem 
like  a  piece  of  cake. 

By  Robert  Neff  in  Ickinoseki 
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There's  a  passion  that  drives  tb 

more  quality  in 


Six  years  ago,  the  people  of  General 
Motors  embarked  on  a  mission  to  build 
quality  cars  and  trucks  that  rival  the  best 
in  the  world. 

And  we're  doing  it  with  a  passion. 

Engine  Endurance 

That's  how  Chevrolet  broke  a  14-year- 
old  Mercedes  endurance  record  by  pushing  a 
stock  GM  engine  for  28  straight  hours  and 
averaging  over  173  miles  an  hour. 

It's  why  a  118-degree  day  in  a 
Mesa,  Arizona  desert 
became  a  welcomed 
opportunity  to  prove 
the  reliability  of  GM's 
3800  engine  in 
Oldsmobile,  to  make 
it  one  of  the  most 
trouble-free  V-6s 
in  America. 

It's  why  we  punish  engines  in  Cadillacs 
with  choking  clouds  of  sand  and  snow  to 
deliver  a  V-8  so  tough  that  after  five  years  no 
luxury  car  made  in  America  is  more  reliable 

Reliable  Braking 

It's  why  we  superheat  Pontiac's  brakes  to  the  very 
edge  of  endurance  on  a  24-mile  descent  from  Pikes  Peak, 
helping  to  make  the  brakes  on  1991  GM  cars  more 
trouble-free  than  any  other  domestic. 


Smoother  Transmissions 


It's  why  we  crammed  over  six  million  miles  c 
combined  engineering  experience  into  the  electror 
transmissions  in  Buicks  with  3800  V-6s,  to  be  sure 
deliver  quick,  smooth,  trouble-free  performance 


CHEVROLET 
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ople  of  GM  to  build  more  and 
ivy  car  and  truck. 


95%  Would  Recommend 

These  are  just  a  few  of  the  ordeals  the 
people  of  GM  endure  in  our  passion  to  deliver 
on  our  commitment  to  quality. 

In  the  past 
six  years,  the 
people  of  GM  have 
redesigned  and 
engineered  99  new 
cars  and  trucks  to 
improve  quality. 

So  we're 
pleased  to  report 


that  after  driving  thousands  of  miles, 
95  percent  of  our  new  owners  would 
recommend  a  new 
Chevrolet,  Pontiac, 
Oldsmobile,  Buick 
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Cadillac  or  GMC  Truck  to  a  friend. 
See  for  yourself  at  a  GM  dealer. 


d  it's  why  we  plow  GM  four-wheel-dnve  systems 
tons  of  mud  to  stress  them  to  the  limit.  It's  one 
hy  GMC  Trucks  and  Chevy  Trucks  have  delivered 
sale  value  than  any  truck  over  the  past  12  years. 


MARK  OF  EXCELLENCE 


PUTTING  QUALITY  ON  THE  ROAD 
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Better 
Windows 


PMAK 


4KU 


Solve  memory  problems 

QEMM  38b  makes  the  most  of 
every  last  'K'.  DESQview  uses  that 
memory  to  run  multiple  programs 


Multitask 

Run  multiple  programs  side-by-side 
in  windows.  'Background'  programs 
can  continue  to  run 


See  text  and  graphics 
side-by-side 

Reference  information  in  your  graphics 
program  while  writing  your  report. 


Run  Windows  programs 

DESQview  even  lets  vou  run 
Microsoft  Windows. 


Easy  menu  access  to  progra 
and  DOS  services 

Access  programs  or  DOS  in  a  winjj 
with  just  a  few  keystrokes  or  moi 
clicks.  If  s  that  simple. 


See  multiple  files 

If  your  programs  allow  it,  DESQvievt 
you  run  the  same  program  in  rwoj  j 
more  windows.  Great  for  comparinj  I 


Cut  and  paste  data 

Transfer  data  between  program: 
with  a  few  keystrokes. 


Handle  large  programs 

Run  standard  DOS  programs  side-1 
side  with  DOS-extended  programs  I 
1-2-3  Release  3. 


DESQview.  The  Multitasking,  Windowing  Environment. 
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Product 
of  the 
Year 
1986.  1987. 
1988.  1989 


Once  the  power  user's  secret, 
DESQview  has  been  discovered  by 
computer  knowledgeable  people 
everywhere.  Over  1,000,000  people 
have  bought  DESQview. 

Multitasking;  windowing,  using  keyboard  or  mouse  commands, 
it's  all  easy  with  DESQview. 

DESQview  386  2.3  lets  you  use  your  favorite  DOS  and  DOS- 
Extended  programs  in  windows  side-by-side  on  386SX,  80386  and 
486  PCs.  As  you  can  see  above,  you  can  even  run  Microsoft  Windows 
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within  DESQview. 

DESQview  2.3  gives  I 
and  286  PCs  with  additional  memo 
most  of  the  same  capabilities  with  s  - 
prisingly  little  performance  trade-ol 
Whatever  programs  you  use— DOS,  extended  DOS  or 
Windows— and  whatever  hardware  you  have,  whether  8088  or  i48 
or  something  in  between,  DESQview  is  still  the  best  way  to  get  the> 
most  out  of  the  hardware  and  software  you  own  today. 
DESQview.  When  you  look  into  it,  it's  the  obvious  choice. 


Quarterdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (213)  392-9851  Fax  (213)  399-3802 
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production,  flattening 
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W      motivating  workers,  quality 
programs  could  help  Western 
manufacturers  keep  pace  with  Ja- 
pan's surging  productivity.  But  U.  S.  companies  need  to  beware.  Japan 
is  redefining  quality— and  excellence  in  manufacturing— to  pull  ahead,  again 
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TOP  PRODUCTS  FOR 
LESS  THAN  TOP  DOLLAR 


How  makers  of  everything  from  computers  to  condiments  are  adopting  quality  principles 


When  was  the  last 
time  you  bought  a 
bottle  of  Heinz  ket- 
chup that  didn't 
add  a  pleasant  tang 
to  your  burger?  Or 
squeezed  a  tube  of 
Colgate  toothpaste  that  didn't  squirt 
right  out  on  your  brush?  Or  pumped  a 
gallon  of  Exxon  gasoline  that  didn't 
make  your  car  go?  These  products  al- 
most never  have  serious  problems.  But 
in  the  past  few  years,  the  big  name 
companies  that  make  them  have  been 
starting  quality-improvement  pro- 
grams. Why  the  sudden  rush  to  im- 
prove products  that  already 
rank  among  the  best? 

It's  just  one  measure  of  how- 
important  the  quality  movement 
has  become.  Manufacturers  of 
all  types  are  reaping  savings  by 
adapting  quality  techniques  de- 
veloped on  the  assembly  line  by 
leaders  such  as  Toyota,  Canon, 
Mercedes-Benz,  IBM,  3M,  and 
Corning.  Even  manufacturers 
that  don't  actually  assemble 
their  products— makers  of  ev- 
erything from  condiments  to 
chemicals— are  doing  it.  So  are 
suppliers,  down  to  the  smallest 
parts  makers.  And  the  trend  is 
snowballing.  "When  one  of  your 
competitors  becomes  an  excel- 
lent manufacturer,  you'd  better 
be  ready  to  do  it,  too,  because 
the  difference  can  be  tremendous, 
Raymond  C.  Floyd,  a  general  manager 
with  Exxon  Chemical  Co. 

On  top  of  that,  quality  programs 
"tan  save  you  a  hell  of  a  lot  of  money," 
says  James  R.  Kirk,  senior  vice-presi- 
dent for  research  and  development  and 
quality  assurance  at  Campbell  Soup 
Co.  By  helping  cut  staff  and  simplify 
processes,  quality  programs  could  be 
Western  manufacturers'  best  hope  for 
paring  thei  bloated  overheads  (chart). 
They  also  may  help  the  West  catch  up 
with  Japan's  lightning  product  cycles. 
Contrary  to  what  most  people  think. 


better  quality  usually  stems  from 
speedier,  not  slower,  development  and 
production.  "The  longer  you  work  on 
something,  the  more  time  you  have  to 
interject  defects,"  says  Stephen 
Schwartz,  IBM's  quality  vice-president. 

Japan,  however,  is  trying  to  leap- 
frog ahead  again.  According  to  separ- 
ate surveys  by  Boston  University's 
School  of  Management  and  consultants 
Deloitte  &  Touche  with  Duke  Univer- 
sity, too  many  Western  companies  are 
still  winnowing  defects  out  of  their 
products.  Most  Japanese  companies 
long  ago  got  their  defect  rates  down. 
Now,  they're  using  flexible  computer- 


FEEDING  THE  BOTTOM  LINE 

Greater  efficiency  and  lower  costs  are  measurable 
benefits  of  quality  in  manufacturing.  Japan  still  has 
the  edge,  but  U.S.  and  German  companies  are  just 
starting  to  cut  their  bloated  overheads 


JAPAN'S  PRODUCTIVITY 
HAS  PULLED  AHEAD... 


...AND  IT'S  HOLDING 
A  LEAD  IN  OVERHEAD 
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ized  manufacturing  to  crank  up  their 
speed  and  vastly  increase  their  product 
variety.  Long  term,  for  instance, 
Japan's  auto  makers  aim  to  build  and 
deliver  new  models— in  the  buyer's 
choice  of  color  and  options— in  just 
three  days.  "The  issue  now  is  less  qual- 
ity per  se  than  how  fast  you  can  deliv- 
er it,"  says  Jeffrey  G.  Miller,  who  di- 
rects BU's  survey. 

It's  dangerous,  though,  for  Western 
companies  simply  to  imitate  Japan. 
They  learned  that  in  the  1970s,  when 
many  of  them  organized  workers  into 
quality  circles.  These  were  viewed  "as 


a  kind  of  magic  solution,"  recalls 
C.  Conway,  corporate  director  of 
ity  improvement  at  Procter  & 
ble  Co.  But  managers  too  often  di  C 
follow  through  on  workers'  suggest] 
And,  says  Conway,  U.  S.  compa 
didn't  recognize  that  such  concepts 
"simply  one  methodology  within  a  n  jj 
larger  concept  of  quality."  Now, 
companies  have  "total  quality"  mk 
grams  that  integrate  every  departnM 
from  manufacturing  to  marketing  H 
research  in  the  effort  to  improve. 

This  can  be  a  powerful  competi  m 
weapon.  At  one  St.  Paul  (Minn.)  pi  Lt 
3M  cut  waste  in  its  production  of  <  pi 
ble-sided  industrial  tape  by  (  m 
slashed  customer  complaint;  wi 
90%,  and  boosted  productioi  jri 
57%— all  in  the  past  two  ye  H 
Profits  are  way  up,  too. 

Just  about  any  kind  of  mi  ll 
facturing  can  be  improved.  M 
dak  has  cut  the  defects  in  I 
plastic  tips  for  its  blood-anal;  n 
machines  from  roughly  2,  v\ 
per  million  10  years  ago  to  pi 
2  of  the  600  million  produce  I 
the  last  four  years— and  the  b 
were  bad  only  because  some  M 
closed  the  package  wrong,  Wn 
dak  says.  H.J.  Heinz  says  :1 
"embarrassed"  to  quantify  \m\ 
much  the  consistency  of  flsil 
and  color  of  its  ketchup  has  I 
proved  since  it  adopted  a  ql 
ity  program  and  increased  I 
automation  at  its  Fremont  (Ohio)  pll 
At  Colgate-Palmolive  Co.'s  Hills  1 
Products  Inc.,  costs  have  plunged  I 
sales  are  way  up  since  the  comp» 
started  using  flexible  production  I 
work  teams  at  its  Richmond  (III 
plant. 

A  key  element  in  rapid  imprcl 
ment  is  "employee  empowerment."  Tf 
involves  cutting  out  layers  of  man^ 
ment  and  pushing  decision-mat 
down  in  the  ranks.  The  aim  is  to 
prove  morale  and  productivity  by 
ing  workers'  jobs  more  meaning 
while  eliminating  costly  supervises 


MANUFACTURING 


and  inspection  staff.  "But  you  don't 
just  arbitrarily  take  out  all  the  inspec- 
tion stations,"  cautions  John  C.  Day, 
manager  of  world-class  technologies  for 
Du  Pont  Co.  "You  improve  the  basic 
quality  until  inspection  is  either  not 
necessary  or  can  be  done  on  the  line." 

Deere  &  Co.'s  combine  factory  in 
East  Moline,  111.,  benefited  from  this 
approach.  If  parts  delivered  there  by 
suppliers  aren't  up  to  snuff,  a  worker, 
not  a  manager,  arranges  to  fix  it. 
Workers  such  as  Russ  Reese  like  the 
challenge.  "I  get  a  chance  to  use  my 
brain,"  says  the  40-year-old  operator 
of  a  robot.  Partly  as  a  result  of  worker 
empowerment,  Deere  has  boosted  pro- 
ductivity since  the  mid-1980s,  even 
while  the  farm  slump  battered  sales. 

Getting  employees  charged  up  also 


cess  knowledge"— a  detailed  under- 
standing of  the  manufacturing  process 
by  everyone  involved.  It  sounds  loony 
to  suggest  that  companies  don't  under- 
stand their  own  factories— but  it's  often 
true.  There's  a  lot  of  art  in  manufac- 
turing, says  Hiroshi  Satou,  a  general 
manager  at  Canon  Inc.'s  chip-produc- 
tion equipment  plant  north  of  Tokyo, 
and  often  "success  hinges  on  the  accu- 
mulated knowhow"  of  employees. 
When  multifunctional  teams  analyze 
processes,  they  find  seemingly  obvi- 
ous changes  that  add  up  to  huge  gains. 

That  happened  at  two  Exxon  plants, 
near  Houston  and  Baton  Rouge.  La., 
that  make  a  tire  ingredient.  Floyd,  a 
drawling  six-and-a-half  footer  brought 
in  as  an  internal  quality  consultant, 
taught  himself  the  basics  of  quality  by 


AT  DEERE'S  COMBINE  PLANT,  WORKERS  GET  SUPPLIERS  TO  FIX  FAULTY  PARTS 


helps  speed  up  cycle  times.  Louis  A. 
Guadagno,  manager  of  IBM's  mainframe 
factory  near  Poughkeepsie,  N.Y., 
learned  that  a  few  months  ago.  At  a 
crucial  point  in  launching  IBM's  new 
mainframe  computers,  he  had  to  fix 
and  test  the  design  of  several  dozen 
large  processors  in  less  than  a  week. 
"Down  deep  inside,  I  thought  it  was 
impossible,"  he  says. 

In  keeping  with  IBM's  employee  em- 
powerment initiative,  though,  Guadagno 
didn't  schedule  daily  meetings  with  the 
project  leader  to  monitor  progress,  as 
he  once  would  have.  Instead,  "I  said: 
'You  own  the  project.  See  you  next  Tues- 
day,'" Guadagno  recalls.  "Then  I  went 
home  at  night  and  worried."  But  the  en- 
gineers started  pulling  all-nighters  and 
surprised  him  by  making  the  fix  on  time. 

Another  key  is  developing  what  W. 
Edwards  Doming  calls  "profound  pro- 


studying  books  by  Deming  and  Japan's 
Shigeo  Shingo.  He  organized  workers 
and  managers  into  teams  to  find  ways 
to  streamline  the  plants.  From  1988  to 
1990,  he  says,  the  operation  cut  its 
working  capital  needs  from  18%  to  8% 
of  its  S400  million  yearly  sales.  Last 
year,  it  won  the  Shingo  Prize  for  Ex- 
cellence in  Manufacturing  administered 
by  Utah  State  University. 

The  changes  that  accomplished  all 
this  seem  mundane.  For  example,  the 
facilities'  thousands  of  temperature, 
pressure,  and  other  gauges  were  la- 
beled, and  their  normal  operating 
range  marked,  so  that  anyone,  not  just 
a  few  experts,  can  read  them  at  a 
glance.  Another  key  step  was  to  boost 
maintenance  of  a  huge  compressor  that 
usually  failed  three  times  a  year,  bring- 
ing down  the  plant  for  three  days  each 
time.  Since  the  plant's  maintenance 


crew  was  upped  from  8  to  13,  the  < 
pressor  hasn't  failed  once  in  ne 
three  years.  Other  Exxon  operati 
including  its  huge  Baton  Rouge  oi 
finery,  are  so  impressed  that  th< 
starting  quality  programs,  too. 
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Ihe  question  now  is  how 
Western  manufacturers  can  1 
up  with  Japan's  best.  "Japai 
companies  are  very  aggressively  ■  . 
vesting  in  advanced  technology," 
Craig  A.  Giffi.  a  Deloitte  &  To 
partner.  "The  result  is  flexibility- 
ability  to  deliver  faster  and  with 
variety."  One  inkling  of  how  that  w< 
is  a  new,  unmanned  production 
tucked  in  a  corner  of  Fujitsu  Li 
telecommunications  equipment  plarli 
Oyama,  Japan.  In  June,  the  line  stilt- 
ed 24-hour  production  of  a  wide  vsie- 
ty  of  printed  circuit  boards— the  gutoi 
all  sorts  of  next-generation  telecu- 
munications  switching  and  transip 
sion  gear. 

Fujitsu's  idea  is  to  fabricate  sw 
batches  of  boards  tailored  to  maier 
niches— without  all  the  workers  usuJy 
needed  in  small-lot  production.  TheB 
ama  line  cranks  out  up  to  3,000  boafc 
a  day,  in  lots  as  small  as  a  single  bod 
The  system  chooses  from  among  liX1 
devices,  selecting  roughly  100  for  £ 
board.  Assembly  machines  automatfl 
ly  monitor  each  part  with  a  bar-dfe 
reader.  If  an  urgent  order  comes: 
the  main  computer  modifies  its  schetj 
to  make  it  first. 

All  too  few  Western  companies 
at  this  stage.  Only  a  handful  of 
companies— such  as  General  Elec 
Motorola,  Rockwell  International, 
IBM— are  really  focusing  on  speed 
flexibility.  And,  with  a  unified  m 
looming  after  1992,  most  of  Euro; 
manufacturers  face  a  "wrenching  ti 
tion"  just  in  slimming  down  to  cut  a 
says  bu's  Jeffrey  Miller. 

Steven  M.  Miller,  a  former  Carnde 
Mellon  University  manufacturing  ]o- 
fessor  who's  now  with  Fujitsu  in  Ca- 
ma,  north  of  Tokyo,  worries  that  le 
U.  S.  is  hampered  by  a  one-shot  na- 
tality: "With  a  lot  of  modernizationrf- 
forts  back  home,  tremendous  engin<r 
ing  talent  is  brought  to  bear  on  M 
initial  installation,"  he  says.  "Buttf 
months  go  by,  the  fine-tuning  efftts 
trail  off."  From  here  on  out,  that  ccld 
lie  fatal.  In  almost  ewry  industry,  in- 
stant quality  improvement  is  no\  a 
requisite  of  survival. 

By  Thane  Peterson  in  New  York,  M 
Kevin  Kelly  in  Chicago,  Joseph  We?r 
in  Philadelphia,  Xeil  Gross  in  Toh 
and  bureau  reports 
 V 
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He  wrote  5f>  books,  won  the 
Nobel  prize,  and  saved  his  country. 
Not  bad  for  an  amateur  painter. 


The  ability  to  do  more  than  one 
thing  well  is  often  the  difference 
between  competence  and  excellence 
In  the  case  of  Winston  Churchill,  it 
was  the  difference  between 
excellence  and 
brilliance. 
As  an 

outspoken  Cabinet  Minister,  he 

championed  the  development 
of  the  military  tank. 
As  a  historian,  Churchill 
won  the  first  Nobel 
prize  for  Literature  ever 
/    awarded  for 
f     the  quality  of 


word  as  well  as  the 
written  word. 

As  a  politician,  he 
personified  the  will 

of  a  nation,  leading  Britain  to  her 
finest  hour. 

And  at  his  truest  love- 
painting— his  talent  surprised  the 
critics  and  his  landscapes 
were  hung  in  the  prestigious 
Royal  Academy  of  Arts. 

If  you  understand  how 
Winston  Churchill's 
combination  of  truly 

remarkable  talents  led 
to  excellence,  you'll  understand 
the  commitment  of  BellSouth. 
Individually,  the 
companies  of  BellSouth 


are  among  the  best  in  their  field. 
And  when  brought  together  to  help 
you,  they  can  provide  technologically 
advanced  solutions  to  a  surprising 


HERE'S  HOW  BELLSOUTH  INTEGRATED  MANY 
TALENTS  TO  HELP  MULTI-LOCATION  BANKS. 

Developed  a  cash  management  service  utilizing  public 
videotext  network  capability. 

Assisted  in  acquisition,  implementation  and  maintenance 
of  advanced  technology  for  retail  delivery  system  in  branches. 

Integrated  automatic  number  identification  technology 
allowing  a  customer  to  access  his  data-base  records 
through  bank-based  systems  software  focused  on  inbound 
telemarketing,  customer  service  and  technical  support. 


variety  of  problems. 

Senior  industry  executives  have 
named  BellSouth  the  most  admired 
telecommunications  company  in 
America  for  the  past  three  years  in  an 
annual  Fortune  magazine  survey. 

Which  means  if  you're  looking 
at  your  own  business  or  personal 
communications  |^ 
needs,  the  companies  £ 
of  BellSouth  may  be 
just  the  kind  of  partner 
you're  looking  for.  After  all,  when 
you  can  surround  a  problem 
with  remarkable  talent,  successful 
solutions  can't  be  far  away. 
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Everythinq  you  expect  from  a  leader11 
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MILES  TRAVELED, 
MORE  TO  GO 

Western  cars  have  improved  a  lot,  but  not  enough 


A  decade  ago,  De- 
troit built  some  rot- 
ten cars.  General 
Motors  Corp.'s  X- 
car  may  have  been 
the  worst.  Within 
two  years  of  its  de- 
but in  April,  1979,  the  Chevy  Citation 
and  three  sibling  X  models  rolled  up  13 
recalls— four  in  their  first  month.  The 
rear  wheels  locked  up  during  panic  stops 
and  on  slick  pavement,  sending  the  car 
spinning.  Then  there  were  oil  leaks, 
cracked  engine  blocks,  broken  axles, 
emergency-brake  handles  that  came  off, 
and  ixjwer  steering  that  didn't  work  un- 
til the  car  warmed  up— a  quirk  mechan- 
ics dubbed  "morning  sickness." 

The  Big  Three  have  come  a  long  way 
since  then.  Today,  their  average  car  has 
1.5  defects,  according  to  J.  D.  Power  & 
Associates,  the  California  market  re- 
searcher—down from  about  7  in  1981. 
That's  closing  in  on  the  1.1-defect  rate 
for  Japanese  cars.  In  fact,  these  days 
Ford  Motor  Co.  even  surpasses  many 
Japanese  producers:  For  1991  models, 


its  cars  averaged  fewer  defects  than 
the  Nissans,  Mazdas,  and  Mitsubishis. 

But  U.  S.  carmakers— and  most  of 
Europe's— have  to  do  tetter.  Their  qual- 
ity is  still  spotty,  and  they're  well  be- 
hind Toyota  Motor  Corp.  and  Honda 
Motor  Corp.,  Japan's  leaders.  These 
days,  moreover,  better  quality  means 
more  than  paring  defects.  Western  car- 
makers also  have  to  match  Japan's  best 
on  what  the  Japanese  call  miryokuteki 
hinshitsu,  the  idea  of  packing  products 
with  nifty  features.  And  they'll  have 
to  catch  up  with  Japan's 
speed:  Its  companies  aim 
someday  to  deliver  custom 
cars  in  just  three  days. 

The  only  sure  survivors 
will  be  carmakers  with 
strong  integrated  quality 
programs  that  involve 
everyone  from  dealers  to 
assemblers  in  improving 
manufacturing  and  design. 
Workers  will  have  to  be 
motivated.  Factories  must 
be  made  more  flexible.  Bu- 
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A  RACE  TO  BE 
GLITCH-FREE 
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reaucracies  must  disappeju 
And  there  isn't  much 
"If  we  haven't  done  it 
five  years,  it  may  be  1 
late,"  warns  Edward 
Baker,  Ford's  quality 

Japanese  compani 
moreover,  have  focused 
comprehensive  quality 
provement  much  longjrji 
They  have  been  methofc 
cally  improving  since 
1950s,  when  they  start , 
working  with  consulta^1! 
W.  Edwards  Deming 
Genichi  Taguchi.  Detr 
hardly  got  going  until 
when    Ford  brought 
Deming,  three  years  befc  i 
GM  did.  Chrysler  Corp 
implemented  quality  me; 
ures  about  the  same  tin 
Europe's  carmakers  ha 
started  quality  progran 
too,  though  they're  behin 
This  late  start  helps  < 
plain  why  Western  o 
nies  continue  to  cede  sales  to  Jap; 
In  the  U.  S.  so  far  this  year,  the 
Three  have  lost  two  more  points  of  t 
car  market,  hitting  an  all-time  low 
60.1%— vs.  Japan's  34%  and  Europ  ine  oj  w< 
4%.  In  Europe,  the  Japanese  have  or 
12%  of  the  market,  vs.  63.5%  for  dom  k'|< 
tic  companies  and  24.4%  for  Detrtftninate? 
But  that's  largely  because  of  protk 
tionist  barriers  that  are  being  phasjkr 
out.  In  open  markets  such  as  Irelaftj 
and  Belgium,  Japan's  share  approacl  \ s«  , 
50%.  And  it  may  keep  on  rising: 
young  buy  more  Japanese  cars  th  t  its  Stut 
anyone  else.  And  new  Japanese  mod  5™ 
galore  are  coming  out. 

Western  carmakers  are  fighting  bi\  • 
where  the  battle  was  lost  in  the  fi 
place:  on  the  factory  floor.  But  they  !- 
learned  that  wildly  automating,  as  ttY 
did  in  the  1980s,  isn't  the  key.  Techncioferjat; 
gy-crammed  operations  such  as  GHbk  : 
Hamtramck  (Mich.)  plant  "were  virtuat 
impossible  to  run,"  concedes  Roy  S.  R-i 
erts,  Cadillac's  manufacturing  chief.  N(  ; 

companies  from  Detroii 
Big  Three  to  Italy's  Fiat ;! 
applying  just-in-time  del  - 
ery  of  parts,  concurrent  (L\(  ^ 
gineering,  and  other  org;}- 
izational  elements  of  le(i 
manufacturing  pioneered  T 
companies  such  as  Toyo. 
The  idea:  Simpler  proi- 
dures  leave  less  room  % 

errr  ■   ♦  ♦  ♦  i 

An  important  part  1 
this  strategy  is  gettik 
workers  involved  and  nv 
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ad.  On  the  pilot  production  line 
new  400E  near  Stuttgart,  for  in- 
e,  Mercedes-Benz  found  that  orga- 
g  assemblers  into  self-directed 
s  helped  reduce  defects  by  50%. 
r  of  the  best  ideas  come  from  line 
ers.  At  Hamtramck,  teams  of  as- 
lers  two  years  ago  identified  300 
em  areas  on  the  1992  Cadillac  Se- 
One  example:  The  Seville's 
deal  system  was  a  nightmare  to 
1.  Engineers  ditched  seven  pounds 
re  to  simplify  it. 

is  team  approach  helps  ease  pro- 
on.  At  GM's  Grand  Blanc  (Mich.) 
,  changing  dies  on  one  line  of  six 
1-stamping  presses  once  took  as 
as  12  hours.  As  a  result,  workers 
up  reserves  of  thousands  of  stamp- 
-and  faults  sometimes  went  un- 
ited for  days.  Encouraged  to  im- 
3  the  process,  workers  cut  the  die 

time  to  4  minutes,  36  seconds,  by 
-coding  tools  and  dies  for  quick 

and  removing  wasted  motion. 
,  big  inventories  aren't  needed, 
"if  there's  a  quality  problem,  you 
i  it  right  away,"  says  Roberts. 

I  o  enlist  such  cooperation— and  cut 
down  mistakes— carmakers  are 
trying  to  reduce  worker  strain 
fatigue.  At  GM's  Saturn  plant  in 
tig  Hill,  Tenn.,  cars  move  along 
ine  on  wooden  pallets— and  work- 
ravel  with  them.  That's  easier  on 
;ers'  legs  than  concrete  floors,  and 
iminates  trotting  down  the  line 
a  car  to  install  parts.  At 
tier's  new  Jeep  plant  in  Detroit, 
id  Cherokees  are  tilted  at  45  de- 
?  s  so  workers  can  install  under- 
parts.  Mercedes  has  a  similar  set- 
t  its  Stuttgart  plant, 
eanwhile,  most  auto  makers  are 
ing  to  concurrent  engineering, 
h  creates  a  team  from  formerly 
rate  groups  such  as  suppliers,  mar- 
rs,  engineers,  and  assemblers.  In- 
ing  all  these  people  from  the  mo- 
t  of  creation  saves  time  and  makes 
amer  input  an  integral  part  of  the 
.ess.  That  has  paid  off  in  some 
(-selling  new  models,  such  as  GM's 
:k  Park  Avenue  and  Ford's 
lorer  sport  utility  vehicle, 
technique  called  design  for  manu- 
lring— a  way  of  simplifying  designs 
fiake  production  easier— increases 
ity  further.  Ford  used  it  to  pare  by 
the  parts  in  its  new  4.6-liter  mod- 
V-8  engine.  And  Cadillac  simplified 
dashboard,  seats,  bumpers,  and 
;r  elements  of  the  new  Seville  and 
>rado— cutting  their  parts  count  by 
.  Squeak-  and  rattle-causing  las- 
ers, nuts,  bolts,  and  screws  are 
le  targets  for  removal, 
till,  suppliers  furnish  up  to  70%  of  a 


THE  VOICE  OF  THE  CUSTOMER™:  Because 
preventing  customer  complaints  is  everybody's  job. 

ODI's  newest  total  quality  program,  The  Voice  of  the  Customer,  connects 
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and  employees  with  changing 
customer  expectations.  So  every- 
one can  identify  and  eliminate  the 
root  causes  of  customer  com- 
plaints .  . .  before  it's  too  late. 
m&  Start  preventing  customer 
complaints  today.  Call 
1-800-ODI-INFO  or  IB 
617-272-8040  and  ask  for 
more  information  on  The 
Voice  of  the  Customer. 
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Implementing  Total  Quality  Worldwide. 


Larry  Feldmans 
Project  Appleseed  Savings  Made  For 
A  Lot  Of  Dramatic  Stories. 

Volumes  could  be  written  on  Larry  Feldman  s 
efforts  to  get  his  Tower  45  off  the  ground. 

First,  there  was  land  acquisition.  Next  were 
two  years  of  construction  on  midtown  Man- 
hattans west  side.  And  then  came  the  hard 
part:  attracting  tenants. 

Fortunately  he  found  out  about  Project 
Appleseed,  Con  Edison's  program  that 
lowers  electric  and  gas  rates  for  new  com- 
mercial and  industrial  buildings  and  reno- 
vations in  New  York  City  and  Westchester. 
Reductions  are  also  available  for  busi- 
nesses that  start,  relocate  or  expand. 

Project  Appleseed  meant  each  Tower  45 
tenants  electric  bill  would  be  cut  by 
about  12%.  Now,  Feldmans  occupancy 
rate's  almost  as  high  as  his  building. 

To  become  our  next  success  story 
call  John  Manak  at  (212)  460-4000. 
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car's  components,  as  well  as  the  machin- 
ery to  build  them.  That's  why  the  trend 
in  the  U.  S.  is  to  "get  us  on  board  earlier 
and  earlier,"  says  Charles  E.  Wolfbauer, 
president  of  Litton  Industries'  Lamb 
Tech  n  icon  Div.,  a  machining  and  welding 
equipment  maker.  Lamb  already  helps 
design  welding  processes  for  doors, 
trunks,  and  hoods  on  Chrysler's  new 
small  car,  code-named  PL,  which  won't 
hit  the  street  until  1994. 

Parts  makers  also  are  streamlining 
their  own  operations.  At  the  Sumter 
(S.  C.)  plant  of  Allied-Signal  Corp.,  a 
big  parts  supplier,  workers  and  engi- 
neers revamped  a  brake  assembly  line 
last  year,  reducing  defects  by  86%. 
They  rearranged  machinery  to  smooth 
the  flow  of  parts  and  added  sensors 
to  halt  the  line  automatically  when  bad 
parts  come  through.  Productivity  more 
than  doubled  to  45  brakes  per  hour 
per  worker.  More  progress  among 
U.  S.  parts  makers  may  be  needed, 
though.  Koichiro  Noguchi,  Toyota's 
general  manager  for  international  pur- 
chasing, claims  that  inferior  quality  is 


one  reason  Japan's  carmakers  don't 
buy  more  U.  S.  parts. 

Indeed,  Western  carmakers  still  face 
a  climb.  GM's  Chevrolet  Div.  and 
Chrysler's  Dodge  Div.  are  near  the 
bottom  of  the  J.  D.  Power  rankings. 
Some  Europeans  are  worse.  In  Power's 
U.  S.  initial-quality  ratings,  which  as- 
sess problems  during  the  first  90  days 
of  car  ownership,  four  of  the  bottom 
five  for  1991  were  European:  Porsche, 
Jaguar,  Volkswagen,  and  Alfa  Romeo. 
Britain's  Sterling  and  France's  Peugeot 
pulled  out  of  the  U.  S.  market  this  fall, 
partly  because  of  their  cars'  reputa- 
tions for  poor  reliability. 

Mercedes  has  top  quality,  but 
top  prices,  too,  because  it  em- 
phasizes craftsmanship  over  ef- 
ficiency. According  to  a  Massachusetts 
Institute  of  Technology  study,  report- 
ed in  the  book  The  Machine  that 
Changed  the  World,  one-third  of 
Mercedes'  production  effort  goes  into 
repairing  goofs.  That's  as  much  work  as 
top  Japanese  producers  expend  to  make 


a  nearly  trouble-free  car  the  first  tm- 
around.  Mercedes  claims  the  stuAi 
figure  is  way  too  high,  because  det» 
ging  a  new  model  boosted  repairs.  I 

A  major  problem  for  Detroit  is  c»  i 
pling  bureaucracies.  Middle  managM 
eager  to  protect  their  turf  often  p< 
down  decision-making,  says  LawreRl 
P.  Sullivan,  chairman  of  American  Ss  i 
plier  Institute  Inc.,  a  Ford  spin-off  tit  ( 
teaches  quality  improvement  to  pall 
makers:  "The  muddle  in  the  middlJp 
killing  these  companies."  Overall,  fc  i 
Big  Three's  management  clings  to  to  i 
many  old  habits  that  hinder  teamw<H 
says  Ford's  Baker,  who  argues  tp  i 
Detroit's  "management  systems  are  V 
viously  obsolete." 

With  leaner  organizations,  Japanje 
companies  move  faster.  It  takes  thii 
1.7  million  man-hours  to  design  a  tr 
from  the  ground  up,  vs.  3  million  w 
Detroit  and  Europe's  carmakers.  M 
Japanese  companies  churn  out  all-r* 
versions  of  their  cars  every  4.5  yeis. 
Detroit  averages  eight  years,  and  m 
rope  is  about  as  slow— which  me;is 


IF  YOU'RE 
LUCKY, 
YOUR 
NEXT  CAR 
WILL  BE 
MADE  IN 
MEXICO 


Oscar  Perales,  the  quality 
manager  for  suppliers  at 
General  Motors  Corp.'s  auto 
and  engine  factory  in  Ra- 
mos Arizpe,  Mexico,  is  usu- 
ally a  jovial  sort.  But  he 
scowls  as  he  recalls  the  day 
in  May,  1986,  when  the  plant  learned  it  was 
turning  out  defective  piston  casings,  which  trig- 
gered a  costly  recall  of  engines. 
What  was  "very  traumatic"  for 
management,  says  Perales,  was 
that  some  employees  had  known  of 
the  bad  casings  for  as  long  as  six 
weeks  and  kept  making  defective 
engines  anyway,  because  they 
feared  that  reporting  the  problem 
would  land  them  in  hot  water. 

GM  managers  at  Ramos  Arizpe, 
200  miles  south  of  the  Texas  bor- 
der, responded  by  instituting  a 
team  approach  that  encourages 
quality.  Since  then,  the  quality  rat- 
ings of  the  Buick  Centurys  and 
Chevrolet  Cavaliers  the  plant  pro- 
duces for  the  U.  S.,  Canada,  and 
Mexico  have  shot  up.  This  year, 
J.  D.  Power  &  Associates,  the  Cali- 
fornia research  group,  ranked  Ra- 
mos Arizpe  No.  1  among  GM's  assembly  plants  in 
North  America.  Its  rate  is  86  glitches  per  100 
cars— down  80%  since  1987,  and  way  under  the 
U.  S.  auto  industry's  average  of  140  and  gm's  158. 
Fewer  than  8%  of  U.  S.  buyers  of  Ramos  Arizpe 
models  now  make  claims  under  their  warranties- 
— down  from  an  unusually  high  65%  in  1989.  GM 


Chairman  Robert  C.  Stempel  calls  the  plait 
inspiration  to  the  rest  of  the  corporation"! 

There  goes  another  stereotype  about  ma 
turing  in  low-wage  Mexico.  U.  S.  and  Carl 
workers,  protective  of  their  well-paid  jobs! 
hoped  that  skilled  tasks  such  as  auto  assrf 
would  be  hard  to  transplant  to  underdevefet  - 
nations.  But  in  fact,  GM,  Ford,  and  GnBkc 
have  achieved  high  quality  in  Mexico,  Dandi 


MADE  GM  CARS  HAVE  LOWER  DEFECT  RATES 

without  costly  automation.  At  Ramos  Am 
for  instance,  there's  only  one  robot. 

With  a  North  American  Free  Trade  Am 
ment  expected  to  be  phased  in  after  1992,1  i- 
and  Canadian  unions  fear  that  lots  of  theiipt 
will  end  up  in  Mexico,  where  auto  ass€f>l 
pays  $3  an  hour.  Mexico's  car  exports,  mail/  t 
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t  designs  and  technology  often  go 
e  before  they  are  changed. 
Vorse,  Western  companies  are  only 
Ay  implementing  flexible  manufactu- 
;— largely  because  of  its  cost  and  com- 
rity.  Japanese  producers  can  make 
to  seven  models  on  a  single  produc- 
line— and  Honda,  Mazda,  and  Mitsu- 
li  can  make  three  or  four  on  their 
!.  lines.  Such  highly  adaptable  produc- 


tion is  the  key  to  Japan's  goal  of  deliver- 
ing cars  on  short  notice.  Yet  Detroit  is 
sticking  to  a  mass-production  approach, 
even  though  it  has  outfitted  some  plants 
with  highly  flexible  technology.  Ford's 
$780  million  engine  plant  at  Romeo, 
Mich.,  can  build  a  variety  of  V-8  engines 
—but  it's  only  making  one  type  so  far. 
And  most  of  Detroit's  auto  production 
lines  are  dedicated  to  one  design. 


In  sum,  catching  Japan  will  require 
more  than  adopting  its  quality  tech- 
niques. It  means  a  cultural  revolution 
that  will  take  at  least  as  much  effort 
as  GM  exerted  in  moving  from  X-car 
lemons  to  low-defect  models.  Carmak- 
ers that  don't  move  now  on  quality 
risk  choking  on  Japan's  exhaust. 

By  David  Woodruff  in  Detroit,  with 
Jonathan  B.  Levine  in  Stuttgart 


.  S.  and  Canada,  jumped  to  234,895  last 
from  just  14,428  in  198L  Volkswagen  now 
all  its  North  American  car  production  in 
•o.  Nissan  Motor  Co.  is  building  a  plant 

and  Mercedes-Benz  plans  to.  Largely  be- 
of  low  pay,  the  companies  will  save  $600  to 
I  per  car  vs.  the  cost  in  U.  S.  factories, 
xico  has  other  advantages.  Its  auto  indus- 
i  expanding,  so  companies  hire  mostly 
;  workers— on  the  theory  that  they  have 

entrenched  habits  than  older  workers  and 
rate  more  readily  in  quality  programs.  At 
osillo,  200  miles  south  of  Arizona,  where 
Motor  Co.  makes  Escorts  and  Mercury 
rs,  the  average  worker's  age  is  22.  And  es- 
ly  in  the  newly  industrializing  north,  Mex- 
inions  are  relatively  docile, 
th  Mexico's  big  labor  surplus,  qualified  ap- 
its  aren't  scarce.  Ford  gives  candidates  a 
ry  of  tests.  On  top  of  good  mechanical  and 
skills,  says  Sergio  Leon,  a  psychologist  in 
srsonnel  department,  "we  need  people  who 
wk  well  in  groups."  Those  who  pass  take 
i  weeks  of  paid  training,  vs.  four  weeks  in 
t  S.,  where  most  applicants  have  worked  in 
tory  before.  Then  there's  a  ceremony  in 
i  graduates  receive  a  diploma,  a  blue-and- 

*  Ford  uniform,  and  a  job. 

me  of  the  biggest  gains  seem  to  come  from 
icanizing"  management.  The  head  of  GM's 
x>  operation  is  American,  but  all  but  two  of 
)ther  120  U.  S.  managers  have  been  re- 
d  by  locals  in  the  10  years  since  Ramos 

*  opened.  Managers  stopped  wearing  neck- 
workers  started  addressing  managers  with 
uniliar  tu  instead  of  the  formal  usted.  Com- 


munication improved  dramatically.  Now,  every- 
one seems  motivated  to  beat  the  quality  levels 
up  north.  Wall  charts  at  Ramos  Arizpe  com- 
pare its  low  defect  rates  with  higher  ones  at 
plants  in  Oklahoma  City  and  Ste.  Therese,  Que- 
bec, that  make  the  same  models. 

All  that  aside,  there's  nothing  revolutionary 
about  Mexico's  auto  factories.  Local  man- 
agers learned  their  quality  strategies 
mainly  by  visiting  U.  S.  and  Japanese  factories. 
Now,  the  Mexicans  demand  more  of  suppliers, 
just  as  plants  up  north  do.  Five  years  ago,  25%  of 
the  engine  blocks  made  by  Cifunsa,  down  the 
road  from  Ramos  Arizpe,  were  scrapped,  says 
Perales.  GM  prodded  Cifunsa  to  use  quality  con- 
trols, and  the  rate  is  down  to  0.8%  and  falling. 

Some  problems  are  inevitable,  of  course.  In  a 
1989  J.  D.  Power  survey,  Ford  Hermosillo  had  the 
third-lowest  defect  rate  of  any  plant  in  the  world, 
ahead  of  most  Japanese  plants.  But  after  Ford 
changed  models  and  stepped  up  production, 
Hermosillo's  rating  tumbled.  Managers  contend 
that  the  bugs  will  be  worked  out  as  a  flood  of  new 
workers  hired  for  a  second  shift  learns  the  system. 

Nissan,  the  only  Japanese  auto  maker  in 
Mexico,  is  preparing  the  ultimate  quality  test. 
Its  billion-dollar  operation  at  Aguascalientes, 
150  miles  north  of  Guadalajara,  will  be  only 
half  as  automated  as  its  Japanese  plants.  Yet  by 
1993,  Nissan  expects  to  export  up  to  60,000 
Mexican-made  Sentras  a  year  to  quality-con- 
scious Japan.  If  Nissan  succeeds,  more  Japa- 
nese plants  may  soon  sprout  with  all  the  others 
in  the  Mexican  desert. 

By  Stephen  Baker  in  Ramos  Arizpe 
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Safety:  It's  A  VKiy  Of  life  At  Cheviot 


More  Ph.D.s,  M.D.s  and  Dummies. 

As  a  Chevrolet  Fleet  customer,  you  have  the  advantage  of  GM's  worldwide 
reputation  as  a  leader  in  automotive  safety  research  working  for  you.  At 

GM's  biomedical  research  lab,  more 
Ph.D.s  and  M.D.s  are  involved  in 
automotive  safety  than  at  any  other  car 
company  in  the  world.  GM  has  developed 
and  refined  a  complete  family  of  crash-test 
dummies  that  are  the  acknowledged 
industry  standard  today.  The  results  of  this 
research  and  testing  are  safety 
innovations  like  the  energy-absorbing 
steering  column,  3-point  seat  belts,  side- 
guard  door  beams  and  energy-absorbing 
instrument  panels.  And  these  safety 
innovations  are  standard  in  Chevrolet 
passenger  cars 
available  for  your 


fleet.  For  dependability,  value  and  safety,  look  to 
Today's  Chevrolet  to  meet  your  fleet  requirements. 


GM 


Chevrolet  and  the  Chevrolet  emblem  are  registered  trademarks  of  the  GM  Corp.  ©1992  GM  Corp. 
All  Rights  Reserved.  Buckle  up,  America! 
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MAKE  IT  FAST-AND 
MAKE  IT  RIGHT 

Quality  is  doubly  hard  in  the  frenzied  world  of  chipmaking 


Back  in  1980,  com- 
puter maker  Hew- 
lett-Packard Co.  re- 
leased a  study  that 
shook  the  semicon- 
ductor industry.  HP 
compared  the  qual- 
ity of  U.  S.  and  Japanese  chips  and 
concluded  that  Japan's  nearly  always 
worked,  but  ones  made  in  America  and 
Europe  often  didn't.  In  fact,  as  many 
as  several  thousand  U.  S.  chips  in  a 
million  often  were  duds,  depending  on 
the  type.  Shocked  U.  S.  companies 
spent  millions  to  start  testing  every 
chip  they  made— driving  up  the  quality 
of  their  chips  almost  100-fold,  to  near 
parity  with  Japan's.  Europe's  chipmak- 
ers  have  almost  caught  up  with  Japan's 
quality,  too. 

But  there's  no  resting  now.  Chip  reli- 
ability has  become  the  key  to  the  func- 
tioning of  everything  from  computers  to 
talking  dolls.  "If  a  [chip]  breaks  down, 
the  impact  is  greater  over  a  wider  area 
than  in  the  past,"  says  Shoji  Ishii,  a 
top  quality  specialist  with  Toshiba  Corp. 
in  Tokyo.  By  the  same  token,  better 
quality  can  mean  huge  gains  for  chip 
buyers.  Since  1980,  HP  has  cut  spending 
to  fix  returned  products  by  nearly  90%, 
thanks  largely  to  fewer  glitches.  It  and 
other  buyers  now  demand  ever-higher 
quality  from  chips  that  they  want  deliv- 
ered just  as  they're  needed,  backed  by 
lots  of  technical  help. 

The  challenge  is  heightened  by  the 
nature  of  chipmaking,  one  of  the  most 
demanding  endeavors  in  all  of  industry. 
The  complexity  of  chips  has  been  quad- 


rupling every  three  years.  And  the 
money  at  stake  is  astounding.  Intel 
Corp.  spent  $250  million  to  design  and 
develop  its  new  486  microprocessor 
and  $400  million  on  a  factory  to  make 
it.  Estimates  of  the  cost  of  a  plant  for 
64-megabit  dynamic  random- 
access  memories  (drams), 
which  will  store  more  than  64 
million  bits  of  data  and  are  ex- 
pected to  be  selling  in  large 
quantities  by  1995,  range  up- 
ward from  $600  million. 

Here's  why:  The  latest  16- 
megabit  dram  designs 
have  as  many  as  35  mil- 
lion components  per  chip.  Their 
connecting  wires  are  starting 
to  approach  a  half-micron  in 
width,  l/200th  the  size  of  a  hu- 
man hair.  Making  these  chips 
will  be  the  equivalent  of  print- 
ing a  road  map  of  the  North 
American  continent  on  your  fin- 
gernail, down  to  every  country 
lane.  Producing  such  circuit 
mazes  requires  up  to  300  ultra- 
precision  steps  and  some  of  the 
most  exotic  factory  equipment 
ever  devised.  And  it  all  must 
be  done  in  a  room  so  clean  it 
makes  the  finest  hospital  oper- 
ating room  look  like  a  pigsty  (page  78). 

How  can  companies  make  quality 
gains  under  such  pressure?  Improved 
testing  has  already  cut  failure  rates 
to  fewer  than  50  of  each  million  chips 
sold  to  customers.  But  culling  duds  be- 
fore chips  are  sold  is  costly.  So  chip- 


makers  are  starting  over  at  squ-e 
one,  by  improving  designs. 

Advances  in  design  automation  ai 
critical  thrust  for  the  U.  S.  chip  incs- 
try,  which  during  the  1980s  fell  to  'A 
2  behind  Japan.  Japanese  compaie 
now  hold  49%  of  the  $58  billion  w<jd 
chip  market,  estimates  Dataquest  k, 
vs.  37%  for  the  U.  S.,  11%  for  Eur<k 
and  3%  for  Korea  and  others.  But  k 
U.  S.  still  leads  in  microprocessors,  ijrf 
it  holds  a  slim  edge  in  other  desigrn- 
tensive  markets  where  serving  sptf- 
ic  customer  needs  is  paramount,  it- 
ably  application-specific  integral 
circuits  (ASICs).  For  now,  the  high  nj- 
gins  that  U.  S.  companies  earn  on  si 
chips  "offset  the  disadvantage  of  »t 
being  able  to  manufacture  as  well  it 


Japanese  companies],"  says  G.  L 
Hutcheson,  president  of  San  Jose  (<)t 
if.)  market  researcher  VLSI  Reseai 
Inc.  But,  he  warns,  that's  little  nve 
than  "breathing  space,"  and  in  facit 
may  not  last. 

Computer  simulation  has  been  u,<i 
for  years  to  streamline  chip  desia, 
trimming  the  time  and  cost  of  makg 
prototypes.  Now,  simplified  compi^r 
languages  are  helping  automate  e'ffl 
more  of  the  design  process.  One  rj» 
technique,  logic  synthesis,  takes  a  fic- 
tional description  of  a  chip,  determi's 
the  best  way  to  connect  its  variis 
circuit  segments,  and  automatic;  y 
generates  a  working  design.  Using  s> 
thesis  software  made  by  Synopsys  I 
a  small  Mountain  View  (Calif.)  comi- 
ny,  engineers  at  Sun  Microsystems  a 


IBM'S  CHIPMAKING 
METHOD  CHANNELS 
CONTAMINANTS 
AWAY  FROM 
SILICON  WAFERS 
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x  weeks  off  the  year  they  had  ex- 
■d  to  spend  developing  a  complex 
graphics  chip  for  workstations, 
chips  become  ever  more  com- 
though,  it  could  take  even  the 
it  supercomputer  months  to  simu- 
ill  the  circuits  in  many  new  de- 
.  As  a  shortcut,  chipmakers  are 
ng  to  use  new  software  that  auto- 
ally  verifies  that  a  chip  design 
3d  by  logic  synthesis  works  as  in- 
;d.  Other  new  programs  can  do 
sdious  work  of  inserting  test  cir- 
into  a  chip  design  so  that  design- 
on't  have  to. 

e  trick  now  is  to  make  all  this 
together.  Today,  design  changes 
with  one  program  often  must  be 
ed  manually  in  another— wasting 
and  often  adding  errors.  So  com- 
s  such  as  Mentor  Graphics,  DEC, 
/alid  Logic  Systems  are  starting 


R  '11  software  "frameworks"  to  tie 
p  together. 

['  :anwhile,  Western  companies  are 
Yl  g  to  regain  ground  lost  to  Japan 
f]  ip-manufacturing  equipment.  To 
f  chips,  a  sophisticated  slide  projec- 
I  called  a  stepper,  shines  light 
Ij  igh  a  complex  stencil,  or  mask, 
I  contains  the  circuit  design.  The 
P  cted  image  reacts  with  a  photo- 
R  tive  coating  on  a  silicon  wafer, 
f  ing  patterns  that  are  later  etched 
w  -he  silicon.  Japan's  Nikon  Inc.  and 
1  n  Inc.  have  taken  over  most  of 
w  larket  for  this  lithography  equip- 
H  ,  largely  because  their  machines 
P  been  more  reliable  than  U.  S. 
I  Is. 

r  t  circuit  lines  in  64-megabit  mem- 
f  hips  eventually  will  shrink  to  0.25 
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Member  in  Seoul,  Korea 


Earl  S  Moore,  Jr-Presio 


We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why'  As  Mr  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most. 
"Discrete  and  unobtrusive,"  in  Mr  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 
And  at  Lotte  they  find  excellence  in  service  and  facilities 
Shouldn't  the  Lotte  be  your  hotel  in  Seoul? 
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JURAN 

INSTITUTE 

We  are  recognized  worldwide  as  the  foremost 
source  of  research,  consulting  and  training  in  the 
management  of  quality. 

We  provide  the  concepts,  methods  and  guidance 
to  help  your  organization  achieve  the  competitive 
rewards  of  quality  leadership. 

We  can  help  with  all  phases  of  total  quality  from 
the  sound  basics  of  quality  improvement, 
to  the  advanced  management  of 
cross-functional  business  processes. 


Contact  us  for  a  copy  of  our  corporate  capabilities  brochure. 

Juran  Institute,  Inc.  Eleven  River  Road,  Wilton,  Connecticut  06897,  USA 

Telephone  (203)  834-1700   Fax  (203)  834-9891 
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microns,  and  then  to  0.15  microns  for 
turn-of-the-century  256-meg  DRAMs— so 
narrow  that  the  mercury-vapor  light 
used  in  current  lithography  equipment 
won't  be  able  to  make  circuit  patterns 
sharp  enough.  The  answer  may  be 
steppers  that  use  shorter-wavelength 
"deep-ultraviolet"  light.  U.  S.  compa- 
nies, particularly  Silicon  Valley  Group 
Inc.,  think  they  have  a  lead  in  the  new 
deep-uv  technology— though  Nikon, 
Canon,  and  European  companies  are 
working  on  it,  too.  Through  the  $5  bil- 
lion, eight-year  Jessi  program  set  up  in 
1989,  the  Europeans  are  designing  a 
deep-uv  system  for  0.35  micron  chip 
etching.  IBM  and  Germany's  Siemens, 
which  are  both  in  Jessi,  may  use  the 
machines  in  making  the  64-megabit 
drams  that  they  are  jointly  developing. 


Chip  companies  are  already  eyeing 
the  next  leap  in  technology:  Making 
gigabit  semiconductors  may  require 
steppers  that  print  with  X-rays  or 
beams  of  subatomic  particles  such  as 
ions  or  electrons. 

Making  chip-production  equip- 
ment operate  more  cleanly  is 
also  an  urgent  priority.  Most 
chipmaking  machines  are  now  sealed 
off  from  people,  who  breathe  out  too 
many  particles  to  be  directly  involved. 
So  today,  80%  of  the  microscopic  parti- 
cles that  come  into  contact  with  chips, 
causing  defects,  are  inside  the  ma- 
chines. Even  good  fabrication  gear 
spits  up  to  30  particles  on  a  six-inch 
wafer— ruining  dozens  of  the  200  to 
400  chips  on  a  wafer. 


IBM  recently  discovered  one  wa  t 
minimize  such  contamination.  It  tat 
grooves  in  parts  of  the  interior  of  &p 
fabricators,  forming  an  electrical  fubei 
that  routes  particles  away  fromBfr- 
wafer.  Another  potential  solution 
grouping  equipment  in  vacuum  i^j- 
ules  clustered  around  a  robotic  v/m 
handler.  That  way,  wafers  can  beB& 
through  several  processes  in  a  vaciin. 
keeping  air  from  stirring  up  pail 
between  steps.  An  added  bonus:8y 
using  such  cluster  tools,  IBM  cut  ft 
off  the  time  it  took  to  deposit  layer* 
a  wafer  and  etch  circuits  into  ther!? 

Better  reliability  is  crucial,  too.  On 
production  machines  must  be  pains 
ingly  tuned  to  each  chip  process,  arpt 
can  take  hours  or  days  to  get  bacwt 
to  full  speed  after  repairs  and  maise- 


THIS  MAN 
REALLY 
KNOWS 
HOW  TO 
CLEAN  UP 
HIS 

ROOM 


RESUME 


►  Professor,  Electronics 
Dept.,  Tohoku  U. 

►  Born  Jan.  10,  1939, 
Tokyo,  Japan 

►  PhD  (electrical  engineer- 
ing), Tokyo  Institute  of 
Technology,  1961.  Okochi 
Memorial  Technology 
Prize,  1991. 

y  President,  Institute  of 
Basic  Semiconductor 
Technology 
Development  Author, 
260  scientific  papers 


Wraithlike  figures,  silent  in 
white  robes,  masks,  and 
gloves,  move  in  and  out 
among  bulky  semiconduc- 
tor processing  units.  The 
air  cascading  through  fil- 
ters in  the  ceiling  is  unnat- 
urally odorless  and  pure.  Inside  the  processors, 
motors  drone  hypnotically. 

It's  no  surprise  if  Tadahiro  Ohmi's  "super 
clean  room"  at  Tohoku  University  in  Sendai, 
Japan— perhaps  the  world's  most  advanced— re- 
calls a  temple  sanctuary.  The  52-year-old  elec- 
tronics professor  is  the  high  priest  of  Japan's 
crusade  to  develop  ultraclean  chip-pro- 
duction technologies.  The  creed  he 
preaches,  both  in  Japan  and  abroad: 
Radical  cleanliness  is  essential  if  sem- 
iconductor performance  is  to  continue 
leaping  ahead,  ultimately  to  micropro- 
cessors that  mimic  the  brain. 


atomic  levels.  As  chip  circuitry  gets 
these  can  damage  the  delicate  interfac| 
tween  the  layers  of  ultrathin  films  etche 
circuits  on  a  silicon  chip  wafer.  The  pr 
may  become  critical  as  early  as  1993, 1 
chip  companies  hope  to  ship  samples 
megabit  dynamic  random-access  mer 
(drams)  to  customers. 

Then,  Ohmi  proposes  fabricating  chij 
vacuum.  To  protect  wafers  from  air  cont 
tion  and  friction  with  other  surfaces, 
designed  tunnels  filled  with  nitrogen  ga 
wafers  ride  on  a  cushion  of  nitrogen  fro\ 
processing  station  to  the  next. 


I;  IK 


The  first  step  is  near-elimination 
of  dust  from  clean-room  air.  At 
Sendai,  air  pumped  from  a  23- 
foot  space  above  the  ceiling  filters  into 
the  room,  then  out  through  floor 
grates  into  a  10-foot-deep  subchamber. 
The  downdraft  flushes  out  most  of  the 
100,000  particles  each  worker  releases 
per  minute  just  breathing.  Carbon-rich 
wall  and  window  coatings  stifle  electro- 
static charges  that  attract  dust. 

Ohmi's  design  has  pushed  Sendai  way  ahead 
of  today's  most  advanced  commercial  "Class 
0.1"  clean  rooms,  which  have  fewer  than  1 
dust  particle  per  10  cubic  feet  of  air.  Ohmi's 
room  is  Class  10  to-the-minus-six— less  than  1 
particle  per  350,000  cubic  feet  of  air. 
"Practically  speaking,"  says  Ohmi,  "airborne 
dust  is  no  longer  a  problem." 

But  what  about  air  itself?  However  clean, 
air  contains  impurities  at  the  molecular  and 


1 
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OHMI:  "AIRBORNE  DUST  IS  NO  LONGER  A  PROBLI 


Chipmaking,  however,  involves  doze» 
processes,  each  of  which  opens  new  porT 
to  contamination.  Depositing  thin  films  im 
ers  leaves  chemical  vapors  in  the  procA 
chamber.  Etching  releases  tiny  particles  V 
solving  one  problem  often  creates  otheiB 
the  nitrogen  tunnel,  "electrostatic  charges  m 
become  severe,"  Ohmi  warns.  The  sohP 
irradiate  the  nitrogen  with  ultraviolet  li,». 

Ohmi  is  well  equipped  for  such  trcjfi 
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:e.  That  increases 
lumber  of  defective 
9  and  slows  time  to 
ket.  Sematech,  the 
consortium  based  in 
tin,  Tex.,  is  spend- 
50%  of  its  $200  mil- 
annual  budget  on  a 
jram  that  has  im- 
'ed  the  reliability  of 
e  gear.  Intel  Senior 
(-President  Craig 
•ett  says  the  compa- 
las  saved  tens  of  millions  of  dollars 
ar  in  chip  processing  costs  by  using 
•  improved  under  the  program.  But 
e's  a  long  way  to  go.  Grouses  Mark 
n,  Cypress  Semiconductor  Corp.'s 
ufacturing  vice-president:  "If  the 
•age  piece  of  chip  equipment  were 
lirplane,  I'd  never  get  on  board." 
xperts  say  massive  technology  in- 
dents, though  necessary,  are  only 


ESTERN 
CONSORTIUMS  ARE 

RUSHING  TO 
REGAIN  GROUND 
LOST  TO  JAPAN 


part  of  improving 
quality.  Michael  G. 
Borrus,  a  chip  indus- 
try specialist  with  the 
Berkeley  Roundtable 
on  the  International 
Economy,  a  University 
of  California  think 
tank,  estimates  that 
70%  of  Japan's  edge 
in  chip  manufacturing 
stems  from  more 
systematic  organiza- 
tion and  30%  from  better  employee 
training.  "Better  technology  alone  isn't 
going  to  solve  the  problem,"  he  says. 
One  example:  In  the  past  two  years, 
Advanced  Micro  Devices  Inc.  in  Sun- 
nyvale, Calif.,  has  cut  development 
time  by  half  for  some  chips  through 
more  rigorous  product  development 
procedures,  such  as  better  communica- 
tion among  the  engineering,  manufac- 


turing, and  marketing  departments. 

As  the  quality  and  complexity  of 
chips  grows,  the  chips  themselves  may 
play  an  ever  greater  role  in  customer 
satisfaction.  Assuring  the  quality  of 
circuits  with  billions  of  transistors 
could  be  a  nightmare.  Tadahiro  Ohmi, 
Tohoku  University's  clean-room  expert, 
foresees  fist-size  superchips  one  day 
with  a  trillion  transistors— enough  to 
match  the  complexity  of  the  human 
brain.  With  that  much  circuitry,  the 
chips  could  be  imbued  with  the  smarts 
to  help  design  themselves.  They  might 
even  be  able  to  audit  their  own  opera- 
tions and  divert  signals  around  faulty 
transistors.  So,  the  task  of  building 
quality  chips  in  the  next  century  may 
benefit  greatly  from  some  welcome 
superhuman  help. 

By  Robert  D.  Hof  in  San  Francisco, 
with  Neil  Gross  in  Tokyo,  and  Otis  Port 
in  New  York 


ng  on  the  atomic  plane.  After  receiving 
)  in  electrical  engineering  from  Tokyo 
ite  of  Technology  in  1966,  he  worked  in 
deal  physics  for  15  years  before  turning 
'aclean  technologies.  Over  a  decade,  his 
■ements  multiplied,  and  word  of  them 
i  among  companies  pursuing  similar 

Since  1987,  he  has  received  four  major 
ase  awards  for  engineering  contributions, 
npared  with  the  experience  of  private 

experts,  Ohmi's  10  years  in  the  clean 
seem  short.  "There  are  plenty  of  re- 
■ers  who  have  been  at  it  longer,"  says  col- 
;  Tadashi  Shibata,  "but  none  of  them  can 


i  his  knowledge  of  devices."  Shibata  spent 
ars  in  chip  research  at  Toshiba  Corp.  be- 
joining  Ohmi  as  associate  professor  in 
jcu's  solid-state-electronics  laboratory. 
-  clean-room  experts  only  grasp  one  piece 
i  puzzle,"  he  says.  "Professor  Ohmi  ana- 
it  all  in  terms  of  basic  physical  principles, 
there,  he  starts  solving  problems." 
mi's  academic  vantage  point  gives  him 
:er  attribute  rare  in  the  brutally  compet- 


itive chip  business:  neutrality.  He  has  helped 
most  of  Japan's  top  chip  firms  fine-tune  their 
clean  technologies,  but  he  is  just  as  generous 
with  foreigners.  In  1987,  he  helped  Intel  Corp. 
design  a  superclean  facility  in  Santa  Clara, 
Calif.,  aiding  in  Intel's  triumph  in  EEPROM  mem- 
ory devices.  He  also  helped  Advanced  Micro 
Devices  Inc.  design  its  submicron  development 
center  in  Sunnyvale,  Calif.  "His  greatest  value 
is  the  stimulus  of  new  thinking,"  says  AMD 
technical  manager  Bert  Allen. 

With  a  busy  consulting  schedule  and  revenues 
from  dozens  of  patents,  Ohmi  should  be  worth  a 
fortune.  Instead,  he  says  with  a  laugh,  "I  have 
nothing.  The  research  takes  everything." 
His  lab  and  clean  room  in  Sendai  gobble 
up  to  $4  million  a  year  in  equipment 
and  maintenance.  Companies  fund  80% 
of  it,  and  grants  add  a  bit.  But  a  good 
chunk  comes  from  Ohmi. 

A  workaholic  and  two-pack-a-day 
smoker  who  eschews  hobbies  and  sports, 
Ohmi  works  seven-day  weeks,  starting  at 
9  a.m.  and  staying  in  the  lab  past  mid- 
night—except Sundays,  when  he  dines 
with  his  wife.  Otherwise,  he  devotes  eve- 
ry moment  to  just  one  mission:  spreading 
what  he  has  learned  to  Japan,  and  else- 
where. "So  much  of  the  science  we  prac- 
tice was  created  in  the  West,"  colleague 
Shibata  explains.  "Ohmi  feels  it's  essential 
to  give  something  back." 

What  Ohmi  most  wants  to  give  back 
now  is  a  warning.  In  Japan,  he  says,  the  best 
engineers  work  in  production.  But  "unfortu- 
nately, in  America,  the  best  minds  remain 
stuck  in  design."  Unless  that  changes,  he  says, 
"I'm  afraid  that  Americans  will  fall  behind  in 
every  case."  Many  of  Ohmi's  ideas  already 
have  gained  a  U.  S.  audience.  But  getting  phys- 
icists to  roll  up  their  sleeves  with  the  techni- 
cians is  a  tough  sell,  even  for  a  high  priest. 

By  Neil  Gross  in  Sendai 


As  64-megabit 
drams  become 
the  norm, 
ultraclean 
clean  rooms  will 
be  more  crucial 
than  ever 
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SOFTWARE 

TURNING  SOFTWARE  FROM 
A  BLACK  ART  INTO  A  SCIENCE 



Programmers  are  getting  a  better  grip  on  how  to  keep  glitches  out  of  the  development  process 


When  millions  of 
U.  S.  telephones  went 
dead  last  June,  peo- 
ple demanded  an  ex- 
planation. Here  it  is: 
Within  an  advanced 
computer  program 
having  more  than  2  million  instructions 
lurked  three  lines  of  faulty  software.  In  a 
chain  reaction  involving  three  Bell  com- 
panies using  the  software  for  call-routing, 
those  tiny  errors  mushroomed  into  an 
electronic  traffic  jam  that  paralyzed  the 
phones  of  10  million  people  in  Pittsburgh, 
Los  Angeles,  and  Washington. 

Software-induced  calamity  has  be- 
come part  of  life.  It's  not  acceptable 
to  anyone,  though,  least  of  all  to  compa- 
nies that  write  and  use  the  stuff.  Soft- 
ware disasters  can  ruin  reputations  and 
even  endanger  lives.  Don't  blame  hack- 
ers or  viruses:  Usually,  the  glitches 
result  from  programming  mistakes. 
That  explains  the  quality  push  on  now 
to  make  software  more  reliable. 

It's  hard  to  find  a  tougher  job.  Soft- 
ware is  lists  of  instructions,  written 
by  teams  of  programmers,  that  tell 
electronic  circuits  what  to  do.  A  pro- 
gram as  common  as  the  Lotus  1-2-3 
spreadsheet  involves  dozens  of  work 
years  and  enough  code  to  fill  a  phone 
book.  When  so  much  code  is  compiled, 
there's  no  predicting  how  such  a  mass 
of  bits  and  bytes  could  go  wrong. 

That  thought  is  sobering.  Software 
helps  command  everything  from  air- 
planes to  medical  gear  to  the  world's 
financial  system.  Moreover,  for  most 
of  software's  history,  programming  has 
been  the  domain  of  Twinkie-munching 
misfits  who  work  18-hour  stretches. 
"I'm  ;-ure  people  from  other  industries 
look  at  us  as  cowboys  without  any  self- 
discipline,"  says  David  Weiss  of  Soft- 
ware Productivity  Consortium,  a  group 
of  11  aerospace  giants  who  are  trying 
to  improve  the  reliability  of  the  S30 
billion  worth  of  software  written  for 
the  Defense  Dept.  every  year. 

In  fact,  software  development  is  be- 
ing systematized.  The  usual  way  to 
clean  the  bugs  from  a  program  is  to 


test  it  rigorously.  Last  spring,  for  in- 
stance, software  giant  Microsoft  Corp. 
organized  a  massive  testing  project  for 
its  new  MS-DOS  5.0  basic  control  pro- 
gram. It  did  so  because  many  makers 
and  buyers  of  PCs  had  avoided  the  ear- 
lier MS-DOS  4.0.  Initial  bugs  "put  a  black 
cloud  over  the  program,"  says  Brad  Sil- 
verberg,  a  Microsoft  vice-president.  On 
version  5.0,  by  contrast,  customers  at 
some  7,500  sites  worldwide  hunted 
bugs.  Thousands  were  found,  and  Mi- 
crosoft fixed  them  in  time. 

But  even  an  iron-man  test  isn't  reli- 
able for  really  complex  software.  "If 
you  find  an  error  while  reviewing  a 
program,  it  can  already  be  too  late." 


says  Steven  Hissong,  manager  of 
ware  engineering  for  General  Elecji 
Co.'s  Aerospace  Group,  which  develF 
programs  that  control  planes.  Thi. 
because  finding  a  basic  flaw  at  a  Mr 
stage  can  force  a  time-consuming  am- 
haul,  GE  no  longer  has  that  luxuryft 
works  on  deadlines  of  12  to  18  monlj 
down  from  30  months  a  few  years  aj 

So,  Hissong  says,  quality  conii 
must  be  built  into  programmis 
At  GE  Aerospace,  that  me|h: 
posting  detailed  task-completion  cha  By 
on  the  wall  and  having  developers  ca  - 
ble-check their  colleagues  to  make  s$ 
every  procedure  has  been  followed  M—— 
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■  single  feature  has  been  added 
»  software.  "People  sometimes  for- 
*)  do  things,"  Hissong  says.  "We 
to  be  sensitive  to  human  frailty." 
e  way  to  systematize  software 
s  from  Carnegie  Mellon  Uni- 
ty's Software  Engineering  Insti- 
The  cmu  approach  emphasizes  a 
,y  push  by  management,  using 
tical  measurement,  and  making 
iuous  process  improvements.  The 
ute  devised  a  rating  system  and 
ed  consultants  to  help  program- 
teams  chart  their  performance. 
•  most  teams,  it's  a  humbling  ex- 
nce.  Of  hundreds  rated  so  far, 
85%  are  at  Level  1  on  a  scale  of 
5.  Doing  better  is  so  hard  that 
federal  contracts  require  only 
2.  Institute  Director  Watts  S. 
jhrey  knows  of  three  teams  in 
wld  at  Level  5.  He  won't  name 
,  but  one  is  known  to  be  an  IBM 
>  in  Houston  that  works  on  the 
i  Shuttle.  Humphrey  confirms  that 
er  is  with  a  Japanese  computer 
any. 

e  IBM  team  developing  the  U.  S.'s 
lir-traffic  control  software  is  rated 
ve\  3.  By  2002,  when  the  Advanced 
nation  System  (aas)  is  complete, 
)ftware  itself,  not  just  controllers, 
e  mapping  out  the  routes  of  com- 


mercial flights  so  that  collisions  don't 
occur.  That  will  take  about  2.5  million 
lines  of  fail-safe  software.  Among  the 
quality-control  techniques  IBM's  team  of 
500  uses  is  "causal  analysis."  After  find- 
ing a  bug  in  freshly  written  code,  a  re- 
view board  "traces  exactly  how  a  prob- 
lem made  it  into  a  program  and  figures 
out  how  we  can  avoid  it  happening 
again,"  says  M.  Susan 
Murphy,  roM's  manager 
of  aas  software  devel- 
opment in  Rockville, 
Md. 

Most  software  gurus 
say  that  quality  plans 
work  well  only  if  dic- 
tated by  top  managers. 
Edward  M.  Esber  Jr., 
the  former  chief  exec- 
utive of  Ashton-Tate 
Corp.,  discovered  the 
consequences  of  doing 
otherwise.  Back  in 
1988,  he  pushed  too  hard  to  get  a  new 
version  of  his  flagship  dBase  product 
out  on  time.  Little  did  Esber  know 
that  the  program  was  crawling  with 
bugs.  Eventually,  it  was  recalled,  Esber 
resigned,  and  Ashton-Tate  was  mor- 
tally wounded.  It  is  now  being  acquired 
by  rival  Borland  International  Inc. 
Poor-quality  software  can  cause  a  lot 


IT'S  IMPOSSIBLE 
TO  TEST  EVERY 

ACTION  OF 
AN  INTRICATE 
PROGRAM 
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more  damage  than  that.  One  example 
involved  the  Therac-25  radiation  thera- 
py machine  made  by  Atomic  Energy 
of  Canada  Ltd.  The  device  ran  amok  in 
several  hospitals  in  the  mid-1980s, 
shooting  oversize  doses  of  radiation  into 
at  least  five  patients  and  killing  one. 
The  U.  S.  Food  &  Drug  Administration 
found  that  one  combination  of  key- 
strokes caused  the  ma- 
chine's software  to  fail. 

After  the  Persian 
Gulf  war,  to  cite  an- 
other instance,  Army 
investigators  concluded 
that  a  "freak"  software 
glitch  was  responsible 
for  shutting  down  a  Pa- 
triot missile's  radar  sys- 
tem. In  addition,  the 
bad  software  had  been 
operating  longer  than 
recommended— for  100 
hours  intead  of  14.  That 
and  the  software  flaw  threw  off  the 
radar's  timing  by  one-third  of  a  second, 
causing  the  Patriot  to  miss  an  incoming 
Iraqi  Scud  that  killed  28  soldiers  and 
wounded  97  in  a  Saudi  Arabian  bar- 
racks. A  fix  arrived  too  late  from  the 
Army's  Missile  Command  in  Alabama. 

In  the  big  June  telephone  outage,  a 
software  fix  itself  was  the  problem.  A 
new  program  for  enhancing  the  network 
was  installed  around  the  country,  but  its 
maker,  DSC  Communications  Corp.  in  Pia- 
no, Tex.,  admitted  that  it  failed  to  test 
the  program  with  the  overall  system 
supplied  to  three  Baby  Bells.  Because 
the  software  fix  didn't  mesh  properly 
with  the  larger  program,  the  network 
could  no  longer  absorb  minor  mainte- 
nance problems.  When  a  circuit  board 
burned  out  in  Washington,  the  software 
quickly  became  overwhelmed  and  spewed 
out  so  many  error  messages  that  the 
network  couldn't  handle  it.  So,  it  crashed. 

Incidents  such  as  these  illustrate  the 
need  to  elevate  software  from  a  black 
art  to  a  science.  Most  of  the  ways  to 
do  that,  such  as  the  CMU  approach,  are 
yielding  good  results.  But  there  is  a 
dearth  of  statistical  studies  that  measure 
quality  improvements  over  time.  An  ex- 
ception comes  from  the  University  of 
Maryland's  Software  Engineering  Lab- 
oratory, which  has  measured  defects  in 
software  created  at  NASA's  Goddard 
Space  Center.  The  results  from  80  big 
projects  over  15  years  show  that  im- 
proving quality  in  software  is  a  long, 
slow  battle. 

Still,  the  battle  must  be  fought.  Oth- 
erwise, uncontrollable  medical  equip- 
ment, a  few  million  dead  phones,  and  a 
runaway  missile  could  be  harbingers 
of  even  worse  things  to  come. 

By  Evan  I.  Schwartz  in  New  York 
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mename  of  yo-'^StnAme-ca- 


Ci/  System. 


Microprocessor 

i386™SX-20/10MHz 

i486™SX-20  MHz 

i486DX- 33  MHz 

i486DX -33  MHz 

i386SX  -  16  MHz 

Co-Processor 

Optional  80387SX 

Weitek  4 167  socket 
i486DX  upgrade 

Weitek  4 167  socket 

Weitek  4 167  socket 

Optional  80387SX 

Memory 

(Std/BoardMax.) 

2MB/  16MB 

4MB/32MB 

4MB/64MB 

8MB/64MB 

1MB/8MB 

Expansion  Slots 

4  open  16-bit  ISA 

3  open  32-bit  EISA 

3  open  32-bit  EISA 

8  open  32-bit  EISA 

2  open  16-bit  ISA 

Hard  Disk  Drive 

40MB  or  80MB  IDE 

80MB  or  200MB  IDE 

200MB  or  400MB  IDE 

340MB  half-height 
SCSI;  6  open  half- 
height  bays 

Diskless,  40MB 
IDE  optional 

Pons 

2  serial,  1  parallel 

2  serial,  1  parallel 

2  serial.  1  parallel 

2  serial,  2  parallel, 
1  mouse 

2  serial,  1  parallel 

Disk  Drive 
Controller 

Combined  IDE 
connector/ 
floppy  controller 

Combined  IDE 
connector/ 
floppy  controller 

Combined  IDE 
connector/SCSI/ 
floppy  controller 

EISA  bus  master 
SCSI  mass  host 
adapter 

IDE  connector/ 
floppy  controller 

Video 

16-bit  VGA  card 

16-bit  VGA  card 

T1GA/VGA 

16-bit  VGA  card 

16-bit  VGA  on  board 

LAN  Features 

Optional  RAID  5 
disk  array  software 

Dual  level 
ROM-based 
password  protection 

Z-386SX/20 


*  The  Z-486/  3.3ET  has  been  tested  for  compatibility  with  Novell  NetWare*  and  Microsoft  LAN  Manager™ 

The  Z486/33ET  has  been  submitted  for  testing  and  compatibility  with  Banyan*  VINES™  and  SCO™  and  ISC™  UNLX* 


Ml 


Z^86SX/20E 


Z^86/33E 


Z^86/33ET 
and  Z-LS 
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SOFTWARE 


RAILS  THAT  RUN 
ON  SOFTWARE 

Thanks  to  Hitachi,  there's  never  a  hitch  on  Japan's  bullet  train 


At  20  minutes  past 
midnight,  in  a  cav- 
ernous control  room 
10  stories  above  To- 
kyo Station,  Toshi- 
nori  Takahashi 
punches  two  keys 
at  a  computer  terminal.  Ten  minutes 
later,  a  flashing  light  signals  the  end  of 
his  work  for  the  evening.  With  one 
touch,  Takahashi  has  given  marching 
orders  to  a  gargantuan  railway-control 
system,  activating  a  day's  worth  of 
train  and  staff  schedules  in  a  massive 
mainframe.  On  peak  days,  the  system 
serves  500,000  passengers  riding  1,000 
Shinkansen  "bullet  trains"  over  730 
miles  of  track  between  Tokyo  and  dis- 
tant Hakata,  in  Kyushu.  The  stretch 
includes  the  Tokyo-Osaka  commuter 
link,  the  most  heavily  traveled  rail  cor- 
ridor in  the  world. 

Developed  by  Japanese  computer 
giant  Hitachi  Ltd.,  the  traffic  system 
has  been  up  since  1972  without  a  glitch 
serious  enough  to  dock  even  one  train. 
That's  because  its  software  is  practical- 
ly error-free.  "Programming  errors  per 
year  are  down  to  virtually 
zero,"  says  information  sys- 
tems director  Takashi  Kawa- 
kami  at  Central  Japan  Rail- 
way Co.  It's  all  in  a  day's 
work  for  Hitachi,  which  has 
made  a  crusade  of  raising 
quality  standards  in  complex 
software  systems  in  which  a 
single  bug  could  cause  a  ca- 
tastrophe (chart). 

It's  an  edge  that  pays. 
Hitachi's  largest  software 
subsidiary,  Hitachi  Software 
Engineering  Co.,  has 
achieved  compound  annual  earnings 
growth  of  17.7%  over  the  past  decade. 
Sales  this  year  are  expected  to  soar 
20%,  to  $640  million.  Rivals  have  been 
quick  to  notice.  "Managers  from  other 
Japanese  software  firms  cited  Hitachi 
with  having  the  most  stringent  quality- 
control  procedures  and  probably  the 
fewest  defects  in  the  industry,"  writes 
Professor  Michael  Cusumano  of  Massa- 


chusetts Institute  of  Technology  in 
his  recently  published  study,  Japan's 
Software  Factories. 

Hitachi  doesn't  get  everything  right. 
It's  an  also-ran  in  consumer  electronics 
and  has  never  launched  a  successful 
PC  product.  But  in  software,  its 
progress  has  been  remarkable. 

Its  Omika  Works  computer  factory 
is  a  case  in  point.  Back  in  1972,  when 
it  began  developing  programs  for  the 
bullet  train,  software  was  created  by 
brute  force,  using  a  form  of  program- 


almost  everyone  else.  Indeed,  in  I 
the  company  created  the  world's  i 
"software  factory."  Such  places 
marked  by  rows  of  heavily  monitc 
programmers  working  side  by 
While  they  don't  always  use  the  la|t 
in  computer-aided  software  engineej| 
technology,  they  try  to  reuse  tern 
programs  as  often  as  possible.  Mt 
they  take  the  rigorous  process  corwj 
regimens  from  Japanese  manufacsr 
ing  plants  and  apply  them  to  wri^p 
software.  Now,  this  approach  is  gaiiig 
currency  all  over  the  world. 

The  techniques  perfected  in  HitaiEs 
early  factories  have  been  appliecfc; 
all  of  its  software  operations.  HitlS 
Software  Engineering  has  maintains  a 
"distinctively  higher  level  of  quaty 
than  its  competitors,"  says  Strt 
Myers,  an  analyst  with  Jardine  Fin- 
ing Securities  Ltd.  in  Tokyo.  An  inca 
tion  of  Hitachi's  prowess  is  its  sucise 
even  in  the  demanding  U.  S.  mara, 
Its  Sacramento  (Calif.)  subsidiary  as 
sold  geographic  mapping  softwanto 


BUG 
BUSTERS 


HITACHI 
SOFTWARE 
DEFECTS 
REPORTED  BY 
CUSTOMERS 

PER  1,000 
COMPUTERS 


THE  SHINKANSEN:  PROGRAMMING  ERRORS  ARE  DOWN  ALMOST  TO  Zflf !  \ 
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ming  that  requires  a  detailed 
understanding  of  how  com- 
puters work.  Then,  in  1976, 
Hitachi  engineers  developed  a 
breakthrough  programming 
language  called  spl,  similar 
to  the  Ada  language  created 
by  the  U.  S.  military.  "In  the 
past,  you  had  to  design  a 
program,  then  run  it,  then  test  it,"  ex- 
plains Kunio  Yamanaka,  Hitachi's  gen- 
eral manager  of  systems  engineering. 
But  with  the  new  language,  all  that 
could  be  done  concurrently— which,  he 
says,  meant  earlier  bug  detection  and 
an  immediate  40%  reduction  in  defects. 

Hitachi  is  at  the  forefront  of  world- 
class  software  development  because  it 
started  pushing  for  quality  earlier  than 


local  utilities,  airlines,  and  a  Bell  o» 
ating  company.  And  its  DNA  sequent 
software  is  used  at  Stanford  Unijf 
sity,  Johns  Hopkins  University,  Ablfl 
Laboratories,  and  the  National  Ii 
tutes  of  Health. 

Such  exotic  ventures  are  a  long 
from  the  thoughts  of  dispatcher;!!; 
the  control  room  at  Central  Japan  l^il 
way.  It's  1  a.m.  as  Takahashi  relaxeai 
his  desk,  studying  the  62-foot  conol 
map  at  the  front  of  the  room,  ty- 
phoons can  cause  delays  on  the  T(.a= 
line,  he  says.  So  can  earthquakes  «  a 
flood.  But  software  glitches?  Takahh, 
says  he's  never  even  given  i  a 
thought.  If  the  past  19  years  are  iy 
clue,  there's  no  need  to  start  now. 

By  Neil  Gross  in  Ti»/o 
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HOTELS  AND  RESOPTS 


o 


ft 


"In  the  hotel  busi- 
ness, you  don't  win 
awards.  You  earn 
them  every  day. 
vnd  Stouffer  Hotels  and  Resorts 
i  earned  them  all.  Mobil's  Five-Star 
ird  for  the  Stouffer  Stanford  Court 
el.  AAA's  Five-Diamond  for  the 
iffer  Wailea  Beach  Resort  in  Hawaii. 
Gold  Key  Award  of  the  American 
el  &  Motel  Association  for  our  out- 

5louftet  Hotel  Company 


By  All  Reports, 
You  Can  Depend  On  Our  Good  Name. 


standing  guest  relations  program. 

"And  most  recently,  we  were  pleased 
to  be  ranked  by  the  nation's  most 
prestigious  consumer  report  as  'one  of 
the  top  luxury  hotel  companies' 

"We've  earned  those  awards  with  the 
beauty  of  our  resort  settings.  With  the 
luxurv  and  convenience  of  our  down- 


town, airport,  and  suburban  hotels.  And 
with  a  standard  of  service  unmatched 
anvwhere  in  the  hospitality  business. 

"So  next  time  you  travel,  stay  with 
us.  And  let  us  show  you  why  you  can 
depend  on  our  good  name." 

For  reservations,  call  your  travel  agent 
or  1«800«HOTELS«1. 


STOUFFER  HOTELS  &  RESORTS  ^ 


YOU       CAN       DEPEND       ON       OUR       GOOD  NAME 


The  treaty  with  Mexico  that  will  complete  the  world's  largest  free  trade 
zone  is  near.  Many  businesses  are  shifting  focus  to  address  the  expanded 
opportunities  and  intensified  competitive  pressure  that  free  access  to  364 
million  consumers  in  three  countries  will  create.  EDS  is  already  helping 
major  companies  gain  a  competitive  advantage  in  this  new  market  with 
innovative  applications  of  information  technology.  In  telecommunications, 
data  exchange,  networking,  even  monetary  transactions,  we  make  crossing 
boundaries  of  businesses  and  borders  of  nations  easy  and  routine. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 
Wherever  you  do  business,  we  can  help  manage  your  information  systems  a 
little  or  a  lot.  We  work  closely  with  your  people,  to  add  capabilities,  and  to 
provide  flexibility,  so  you  can  focus  on  your  core  business. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 
The  expansion  of  the  Free  Trade  Zone  will  multiply  your  need  for  informa- 
tion. EDS  can  help  evaluate  your  information  technology  to  insure  you  get 
a  steady  stream  of  answers,  not  just  a  flood  of  data. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 
We  are  known  for  making  hardware,  software,  communications,  process  and 
people  work  together  seamlessly — across  both  cultures  and  continents. 
You  won't  find  an  information  technology  services  company  with  a  longer 
or  better  record. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  history  of  developing  systems  and  software  for  a  business's  individual 
needs.  No  matter  where  you  do  business  or  what  business  you're  in, 
EDS  can  provide  you  with  expertise  and  experience  to  take  advantage  of 
opportunities  created  by  free  trade. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 
Even  though  you  can't  control  change,  you  can  take  advantage  of  it  with  EDS. 
To  learn  more,  write  EDS,  7171  Forest  Lane,  BW12,  Dallas,  TX  75230. 
Or  call  (214)  490-2000,  ext.  212. 


eds 


TAKE    ADVANTAGE    OF  CHANGE 
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PICTURE 
PERFECT 

A  PORTFOLIO  OF  WORLD-CLASS  QUALITY 

In  a  competitive  world,  the  struggle  to  package  and 
market  quality  has  never  been  more  intense.  The 
hunt  for  perfection  shows  up  in  novel  scientific 
experiments  and  in  thousands  of  more  ordinary 
efforts:  The  drive  to  make  steel  that's  better  and 
cheaper,  or  french  fries  that  taste  and  look 
consistent  bag  after  bag. 

On  the  following  pages,  business  week  captures 
some  of  the  world's  most  successful  attempts  to 
master  quality.  Some  are  twists  on  old  themes, 
others  seem  poised  to  open  new  frontiers.  A  few 
involve  consumer  goods,  while  many  hinge  on 
arcane  processes  that  the  public  rarely  sees 
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THE  E"  SGANCE 
OF  POWER 

The  jewel-like  engine 
for  the  limited- 
edition  Ferrari  F40  au- 
tomobile is  a  marvel  of 
high  technology  wed- 
ded to  human  crafts- 
manship. Hand-con- 
trolled machines  mold 


the  main  engine  block 
components,  which  are 
cast  in  Ferrari's  own 
foundry.  The  result:  a 
478-hp  plant  that 
rockets  the  $431,000 
car  from  0  to  124  mph 
in  12  seconds 


COMPUTING  THE 
TERMINATOR 

Eye-popping  computer 
graphics  from 
LucasArts  Industrial 
Light  &  Magic  (ILM) 
contributed  heavily  to 
the  success  of  Arnold 
Schwarzenegger's 
smash  sci-fi  film, 
Terminator  2.  In  this 
scene,  tfje  evil  cyborg 
emerges  unscathed 
from  his  crashed  and 
flaming  truck,  thanks  to 


a  "mimetic  polyalloy"  | 
body.  He's  not  only  vir-j 
tually  indestructible,  he  1 
can  metamorphose  into 
any  shape.  The  cyborg  J 
is  drawn  on  a  comput- 
er.  And  thanks  to  a 
new  scanner  developed 
by  Eastern  Kodak  and 
ILM  technicians  can 
place  him  in  real  filmed! 
background  settings 
with  no  loss  of  film  j 
quality 
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NEW  WAYS  TO 
SPLIT  A  HAIR 

A glass  ceramic 
used  in  flight 
navigation  systems 
gets  the  once-over 
from  a  precision  mea- 
suring device  made  by 
German  optics  leader 
Zeiss.  The  mechanical 


sensor  of  the  UPMC 
850  CARAT  extends 
from  a  ceramic-coated 
aluminum  arm.  The 
computer-controlled 
instrument  measures 
dimensions  of  parts 
accurately  to  half  a 
micron,  about  /4oo  of 
a  hair's  diameter 


McQUALITY 
CONTROL 

Since  Ray  Kroc's 
Golden  Arches 
first  dotted  the  country 
in  the  1950s, 


McDonald's  Corp.  has 
revolutionized  restau- 
rant quality  control— 
from  the  way  farmers 
raise  potatoes  to  the 
way  packers  process 


beef.  To  uphold 
McDonald's  standards, 
a  quality  assurance  staff 
checks  it  all:  the  sweet- 
ness of  ketchup,  the 
length  of  french  fries 
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TRAVELIN' 
LIGHT 

Titanium-alloy  bicy- 
cle frames  from 
Merlin  Metalworks 
Inc.,  in  Somerville, 
Mass.,  have  emerged 
as  favorites  of  some  of 
the  world's  top  racing 
cyclists.  The  strong  but 
lightweight  frames  are 
fabricated  from  tubing 
commonly  used  in  air- 
craft hydraulic  lines. 
Merlin  has  a  reputa- 
tion for  the  consistency 
and  uniformity  of  its 
welds,  the  critical  oper- 
ation in  frame  construc- 
tion. That's  nice, 
because  a  finished 
frame— no  tires, 
no  gears,  no  pedals, 
no  bars,  no  brakes,  no 
saddle— retails  for 
about  $1,900 
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FAY  WRAY, 
WHERE  ARE  YOU? 

M  musement  park 
^wides  hit  a  fligh- 
ted high  with  Kong- 
fromotion,  at  Universal 
St        Florida.  A  repli- 
ca of  ti    aerial  tram 


from  Manhattan  to 
Roosevelt  Island  is  dis- 
abled by  a  13,000- 
pound,  32-foot  gorilla, 
which  shakes  up  the  rid 
ers  before  being  dis- 
patched by  a  full-size 
helicopter.  Whew! 


NEW  TYPE, 
NEW  STYLE 

Computer  type 
faces  crafted  by 
Bigelow  &  Holmes  Inc. 
of  Palo  Alto,  Calif.,  are 
tailored  for  digital 
imaging.  Fonts  are 
standard  in  Sun  and 
Apple  systems 
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IT'S  THE  CADILLAC 
OF  CADILLACS 

Using  design-for-man- 
ufacturability  ad- 
vanced techniques,  GM's 
Cadillac  cut  the  number 
of  parts  in  its  1992 
Seville  touring  sedan 


by  20%.  The  premise: 
It's  less  prone  to  worker 
error,  easier  to  build, 
and  thus,  it's  hoped, 
higher  in  quality.  Notice 
that  most  of  the  chrome 
is  gone,  to  make  the  car 
look  more  European 


THE  FLAT 
NEW  WORLD 

Wall-mounted  flat 
TVs  became  a 
reality  this  year,  thanks 
to  advances  in  liquid 
crystal  technology.  The 
first  models,  by  Sharp 
Corp.,  resemble  a  pic- 
ture in  a  frame.  Each  of 
the  screen's  438,000 


IP 


picture 

elements  is  controlled 
by  a  separate  transistor. 
Hurry  and  buy  one: 
just  $7,000 


PHOTO  ESSAY 


BOY,  THAT'S 
SOME  TINKERTOY 

The  largest  product 
ever  designed 
solely  by  computer, 
Boeing's  777  airliner  is 


the  work  of  some  7,000 
specialists  linked  by 
eight  mainframe  com- 
puters and  2,800  com- 
puter workstations.  The 
project  will  cost  $1.5  bil- 


lion in  1991  alone.  But 
by  tackling  design  bugs 
on  the  computer, 
Boeing  hopes  to  mini- 
mize reworking  and  cut 
total  project  costs  20% 
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R  WAY 
IT  OUT 

icate  tools  in 
et  photo- 
ow  are 
pic  devices, 
ted  little  surgi 
mnts  like 
s  transformed 
trauma  of 


er  surgery 
imally  inva- 
dure  that 
nly  a  few 
iperation.  A 
0  millimeters 
ir  is  inserted 
tiny  incision, 
e  TV  camera 
the  tube 
lose-up  view 


via  an  operating-room 
monitor.  Now,  a  new 
generation  of  these 
tools  is  bringing  la- 
paroscopy  to  hysterec- 


tomies, appendectomies, 
and  lung  and  bowel 
surgery.  One  new  tool, 
the  Multifire  Endo  GIA 
30  from  U.S.  Surgical 


Corp.,  permits  the  sur- 
geon to  excise  diseased 
tissue  and  immediately 
close  the  wound  with 
tiny  surgical  staples 


I  THE 

OF  VENUS 

he  surface  of 
as  seen  by 
system  on 
Han  orbiter. 
je  called 
aperture" 
Magellan  to 
planet's  thick 
sr  and  record 
stail  as  small 
:  et  in  diameter. 


The  flame  color  is  dra- 
matic but  not  necessari- 
ly authentic.  Computer 
technicians  at  NASA's 
Jet  Propulsion 
Laboratory  in 
Pasadena,  Calif.,  col- 
orized the  images  in  or- 
der to  emphasize  the 
planet's  contours  and 
wound  up  with  this 
startling— and  fascinat- 
ing—appearance 
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Software 


And  outstanding  use  of  IS 


CA  s  Comput 
Architectib 
For  The  90 


Holland  America  Line  recently 
arrived  at  the  ultimate  destinatio 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis 
tinction  earned  through  more  ths 
a  century-old  tradition  of  excel- 
lence 

technology 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1873,"  says 
President  Lanterman, 
"customers  have  always 
been  the  focus  of  every- 
thing we  do.  And  today, 
CA's  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any 
other  cruise  line  in  the  world'.' 

Holland  America  "lives  on"  o 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS,- 
and  a  broad  range  of  CA  systems,1 
business  and  PC  applications 
which  help  them  run  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 
industry  norm. 

"With  CA, 
we  have  a  rela-  ] 
tionship  that 
transcends  the 
products,"  state 
Lanterman. 
"Their  people  \h 
ten.  Thevknow 


President  Kirk  Lanterman 's 
strategic  use  of  software  drives 

customer  satisfaction  to  new 
heights  while  reducing  is  costs, 
its  one  reason  why 
Holland  America  Line  was 

recently  named  the 
"World's  Best  Cruise  Line." 


our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decadt 
we've  ever  faced." 

Anything  else? 

"Full  speed  ahead." 

qomputer 
Associates 

Software  superior  by  design. 

©  1991  Computer  Associates  International.  Inc.. 
711  Stewart  Avenue,  Garden  City.  NT  11530-4787. 
1-800-645-300?.  All  trade  names  referenced  are  trademarl 
or  registered  trademarks  ol  their  respective  companies.  > 


STRATEGIES 

Service  quality  is  moving  beyond 
lip  service  100 

TRAINING 

Behind  the  scenes  at  an  Infiniti 
boot  camp  104 

HEALTH  CARE 

An  ounce  of  prevention  is  worth  a 
fortune  in  savings  Ill 

INTERMOUNTAIN 

A  Utah  health  chain  that's  feeling 
just  fine  1 13 


DUALITY  IN 


■  m 

£  Jr 


ERVIGES 


THE  QUINTESSENTIAL  EXPRESSION  OF 
the  problem  is  the  scene  in  the 
film  Five  Easy  Pieces,  where  the 
waitress  won't  bring  Jack  Nichol- 
son a  simple  order  of  toast  be- 
cause it  isn't  on  the  menu.  Something 
like  that  has  happened  to  everyone— in  a 
restaurant,  at  a  bank,  on  a  plane.  And 
like  Nicholson's  character,  we  all  have  ex- 
pressed our  dismay.  Now,  at  last,  compa- 
nies whose  reputations  depend  on  service 
are  starting  to  get  the  message 


TRANSPORTATION 

U.  S.  carriers  can't  afford  not  to 
make  changes  1 16 

ALASKA  AIRLINES 

Its  northern  hospitality  warms 
fliers'  hearts  1 18 

FINANCE 

Fixing  the  industry  is  tougher  than 
balancing  a  checkbook  1 20 

USAA 

Here's  an  insurance  company  peo- 
ple actually  like  1 24 

RETAILING 

For  many,  better  service  is  the  only 
game  left  to  play  1 26 

COMPUTER  SALES 

Why  PC  buyers  shop  by  mail: 
Because  it's  easy  and  cheap  1 28 
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SERVICES 

~~ I       STRATEGIES  \~ 


BEYOND 
MAY  I  HELP  YOU? 

Services  finally  are  trying  to  put  their  house  in  order 


You've  heard  it  be- 
fore: "Have  a  nice 
day,"  or,  "I'm  Skip, 
and  I'll  be  your  wait- 
er." Perhaps  most 
maddening  of  all:  "If 
you're  calling  from  a 
TouchTone  phone. . ." 

The  intent  may  be  good.  But  so  far, 
such  stabs  at  quality  by  service  compa- 
nies have  come  mainly  under  the  head- 
ing of  lip  service.  Now,  though,  like 
manufacturers  before  them,  industries 
ranging  from  banking  to  insurance  to 
airlines  are  finding  that  quality  is  as  vi- 
tal a  marketing  tool  as  price.  This  real- 
ization is  coming  in  the  face  of  a  tight 
economy,  and  a  growing  refusal  on  the 
part  of  customers  to  stand  for  any- 
thing less  than  the  best.  "It  doesn't 
take  much  brainpower  to  figure  out 
that  most  customers  don't  complain," 
says  Henry  J.  Nasella,  president  of 
Staples  Inc.,  the  office- 
products  chain  based  in 
Framingham,  Mass. 
"They  just  decide  to 
shop  somewhere  else." 

A  scant  10%  of 
American  service  com- 
panies today  have  any 
kind  of  quality  pro- 
gram, reports  Gunne- 
son  Group  International 
Inc.,  a  quality  consult- 
ing company  in  Land- 
ing, N.  J.  But,  it  pre- 
dicts, by  the  year  2000, 
perhaps  70%  of  those 
with  more  than  500 
employees  will  have  formal  quality  in- 
itiatives. The  most  aggressive,  says 
Gunneson,  will  be  financial  services 
providers,  health  care  companies,  and 
government,  followed  by  retailers  and 
universities. 

In  many  cases,  the  hard  part  in  im- 
proving quality  in  services  is  the  fleet- 
ing nature  of  the  product.  "You  can't 
use  the  traditional  manufacturing  tools 
to  measure  it  or  inspect  it  before  you 
deliver  it,"  says  James  A.  McEleny, 


T 

■  h 


HE  MAIN 
PROBLEM: 
SERVICES  ARE 
HARDER  TO 
MEASURE  THAN 
WIDGETS  ARE 


vice-president  for  corporate  quality  im- 
provement at  Chicago  &  North  West- 
ern Transportation  Co.  "Our  employees 
create  it,  and  then  it  disappears."  The 
word  "employees"  is  key  here.  "What 
management  needs  to  understand  is 
that  it  isn't  in  charge  of  customer  sat- 
isfaction," says  Gunneson  President 
Stanley  M.  Cherkasky.  "It's  the  em- 
ployee who  talks  to  the  customer." 

This  has  alarming  implications.  It 
means  that  employees  have  to  like 
their  jobs,  probably  a  lot  more  than 
they  do  now.  They'll  also  need  more 
authority.  Marriott  Corp.  is  putting 
some  70,000  hotel  workers  through 
"empowerment  training,"  which  gives 
them  wide  latitude  to  step  outside 
their  normal  jobs  and  solve  guests' 
problems.  At  Satisfaction  Guaranteed 
Eateries,  which  operates  five  restau- 
rants in  Seattle,  any  employee  from 
the  busboy  up  can  order  free  drinks  or 
even  pick  up  the  check 
if  that's  what  it  takes 
to  placate  a  disgruntled 
dinner  guest. 

Making  this  work 
means  hiring,  training, 
and  keeping  the  right 
employees— not  exact- 
ly hallmarks  of  most 
service  companies.  Dis- 
neyland interviews 
prospective  employees, 
or  "cast  members,"  in 
groups  of  three  so  it 
can  watch  how  they 
interact:  Do  they  show 
respect,  for  example, 
by  paying  attention  when  the  others 
speak?  At  Toronto-based  Four  Sea- 
sons Hotels  Inc.,  it  takes  four  or  five 
rigorous  interviews  to  sort  out  appli- 
cants with  a  friendly  nature  and  a 
sense  of  teamwork.  When  the  chain 
opened  its  Los  Angeles  hotel  in  1987, 
it  interviewed  14,000  candidates  for 
350  slots. 

Once  an  employee  is  hired,  "It's  a 
matter  of  time,  training,  patience,  and 
understanding,"  says  Four  Seasons 
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Chairman  Isadore  Sharp.  Beyond  train- 
ing films  and  technical  instruction,  the 
hotel  group  pairs  new  employees  with 
a  "big  brother  or  sister"  so  they  can 
learn  the  ropes.  Four  Seasons  also 
gives  its  workers  the  necessary  tools, 
be  it  a  computer  system  that  remem- 
bers which  guests  are  allergic  to  down 
and  need  foam  pillows— or  the  kimo- 
nos, slippers,  and  special  tea  sets  it 
keeps  on  hand  for  Japanese  clients  at 
each  of  its  23  properties.  Lloyd  S. 
Nakano,  director  of  Asia/Pacific  sales, 
says  this  last  step  is  important  now 
that  the  number  of  Japanese  custom- 
ers is  growing.  He  adds  that  on  the 
West  Coast,  at  least,  his  most  serious 
competition  is  from  Asian-owned  hotels. 

Beyond  training,  quality  in  services 
may  require  hefty  spending  on 
technology,  from  upgraded  phone 
systems  for  customer-service  reps  to 
laptop  computers  for  the  sales  staff. 
United  Parcel  Service  Inc.  is  outfitting 
its  drivers  with  electronic  clipboards 
that  include  a  stylus  and  a  pressure- 
sensitive  receipt  pad.  Consignee  sig- 
natures are  downloaded  overnight,  and 
by  the  next  day  volume  senders  who 
subscribe  to  a  special  service  can  log 
on  to  UPS's  data  base  from  their  PCs  to 
check  on  things.  This  has  already 
helped  one  customer,  a  videocassette 
distributor,  speed  up  receivables:  It 
makes  copies  of  the  signatures,  which 
it  sends  along  with  the  invoices  as 
proof  of  delivery. 

Similar  technology  is  even  more  im- 
portant in  financial  services,  as  compa- 
nies scramble  to  give  telephone  reps 
enough  data  to  solve  problems  and 
make  decisions  while  the  customer  is 
still  on  the  line.  Instead  of  "we'll  get 
back  to  you,"  staffers  can  call  up  com- 
puter images  of  charge-card  slips  or 
bank  checks  to  verify  signatures. 

None  of  this  comes  cheap.  The  UPS 
decision  five  years  ago  to  install  ad- 
vanced computer  technology  has  cost 
nearly  $1.5  billion.  University  Micro- 
films Inc.,  a  Bell  &  Howell  subsidiary 
in  Ann  Arbor,  Mich.,  has  spent  $1.5 
million  since  1988  to  put  its  1,000-plus 
employees  through  quality  training. 
Brian  K.  Smith  figures  he  put  $40,000 
into  the  six-day  training  course  that 
Nissan  Motor  Co.'s  Infiniti  division  re- 
quires for  dealer  employees  (page 
104)— Smith  has  14— so  he  could  launch 
his  Columbia  (S.  C.)  dealership. 

Still,  the  money  is  usually  worth  it. 
At  University  Microfilms,  any  employ- 
ee who  spots  a  problem  can  move  to 
correct  it.  umi  President  Joseph  J. 
Fitzsimmons  loves  regaling  visitors 
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with  stories  of  bad  policies  and  proce- 
dures that  employee  teams  have  set 
right.  They  discovered,  for  example, 
that  a  single  customer  order  could  gen- 
erate as  many  as  six  different  invoices. 
Another  group,  noting  that  30%  of  all 
orders  came  in  with  incorrect  prices, 
began  publishing  its  catalog  in  tune 
with  the  academic  year  after  it  found 
that  school  libraries  often  ordered  each 
fall  from  outdated  cata- 
logs. "I  am  just  stunned 
by  how  much  better 
everything  works,"  Fitz- 
simmons  says,  even 
though  it's  impossible  to 
put  a  dollar  figure  on 
the  difference. 

Indeed,  a  big  mistake 
some  service  companies 
make  is  approaching 
quality  with  a  manufac- 
turing mentality.  Tradi- 
tional MBA  programs  and 
accounting  systems  don't 
cut  it  in  the  service 
game,  dec-lares  Frederick 
F.  Reichheld,  founder  and 
director  of  consultant 
Bain  &  Co.'s  customer-re- 
tention practice.  "In  a 
service  business,"  he 
says,  "knowledge  and  in- 
formation are  the  raw 
materials,  and  the  assets 
are  loyal  customers  and 
employees.  Accounting 
systems  don't  measure  those.  Career 
paths  and  compensation  schemes  fight 
against  them." 

Until  now,  good  service  mostly 
has  been  defined  in  terms  of 
meeting  company  standards 
that  chart  such  things  as  the  average 
wait  in  lines  or  the  number  of  com- 
plaints. Or  it  has  been  measured  sub- 
jectively, by  asking  clients  whether 
they're  fawned  over  enough.  But 
these  techniques  miss  former  custom- 
ers who  have  left  over  a  company's 
handling  of  an  irregular  situation— 
and  they  don't  relate  customer  satis- 


faction directly  to  the  bottom  line. 

Progressive  service  companies,  says 
Bain's  Reichheld,  now  look  to  a  bet- 
ter measure  of  quality:  Do  they  hang 
on  to  their  customers  or  not?  From 
his  work  with  regional  banks,  Reich- 
held figures  the  20-year  customer  is 
worth  85%  more  in  profits  than  a  10- 
year  one.  That's  because,  over  time, 
the  balances  of  such  customers  will 


RIGHT  AT  HOME:  FOUR  SEASONS  HOTELS  PAMPER  JAPANESE  GUESTS 

grow,  and  they'll  probably  take  out 
house  and  car  loans.  Reichheld  has 
found  that  boosting  customer  reten- 
tion 2%  can  have  the  same  effect  on 
profits  as  cutting  costs  by  10%.  And 
these  payoffs  aren't  limited  to  banks. 
Commerce  Clearing  House  Inc.,  of 
Riverwoods,  111.,  finds  that  its  long- 
time subscribers  are  easier  to  sell  new 
services,  lowering  the  cost  of  market- 
ing these  products. 

Once  established,  a  reputation  for  re- 
markable service  can  be  tapped  to  win 
new  customers  as  well.  Delta  Air  Lines 
Inc.  not  so  subtly  flaunts  its  reputation 
in  television  ads  that  show  cattle  board- 


ing its  competitors'  flights.  And|f 
course,  loyal  customers  refer  family 
friends,  bringing  in  new  clients 

Because  of  all  this,  Reichheld 
lieves  that  the  customer-retention  y 
stick  is  the  tool  that  all  service  coi 
nies  need  to  measure— and  imp 
—their  quality.  "The  thing  that  got 
quality  revolution  in  manufactu 
started  was  not  all  the  motivati|j 
speeches  by  CEOs, 
that  there  was  a 
statistical  process 
trol,"  he  says.  Outi 
the  factory  walls,  i 
tomer  retention  measrj 
whether  companies 
sistently  provide  ov 
value,  he  adds.  It 
drives  profits,  since  li 
time  customers 
cheaper  to  deal  wi 
They  know  a  compai 
personnel  and  pr<< 
dures,  and  the  comp1 
knows  their  tastes. 

Take  MBNA  Ame; 
Inc.,  the  country's  fa 
largest  bank  credit- 
issuer.  The  Newark  ( 
company  has  set  u 
special  unit  that  ta 
every  customer 
wants  to  drop  an  Mlfe 
Visa  or  MasterCard 
persuades  about  hal 
them  not  to.  Partlyas 
a  result,  MBNA  keeps  its  custom's 
twice  as  long  as  the  industry 
age.  Its  customers  use  their  cals 
more  often  and  run  higher  balaii?s 
than  at  other  houses,  and  its  crcit 
losses  are  a  third  to  a  half  lower  tto 
other  companies'.  "We  can't  points 
any  one  thing  that  we  do,"  says  Vff 
Chairman  Bruce  L.  Hammonds,  "at 
all  the  little  things  add  up  to  a  mpe 
loyal,  more  profitable  customer  bai." 

Seventy  of  those  little  thingsjn 
fact,  are  measured  daily,  and  MllA 
posts  the  results  in  the  hallways  j»r 
the  14  items  it  feels  are  most  imp'- 
tant.  These  include:  answering  evy 
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HOW  BUILDING  CUSTOMER  LOYALTY  BOOSTS  PROFITS 


Loyai  customers  spend  more, 
refer  new  clients,  are  less  costly 
to  do  business  with 


INDUSTRY 

VERAGE 
'FNTION 


PROFIT  INCREASE  AFTER 
RETENTION  RATE  RISES  5% 


JH  R  CO. 


AUTOMOTIVE  SERVICE 

81%  MM 

AUTO/HOME  INSURANCE 

84%  ■HHT 

BANK  BRANCH  DEPOSITS 

85%  ■■HHSHMHi 

PROFESSIONAL  PUBLISHING 

85%  WKBBk 

PERCENT  ►  0  35  70  105 


140 


CREDIT  CARDS 

89% 

LIFE  INI 

90% 

CORPORATE  INSURANCE  BROKERS 

93%  ■BNMR 

ADVERTISING  AGENCIES 

95%  hhhi 

PERCENT  ►  0         35         70         105  140 
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Dne  within  two  rings,  keeping  the 
nputer  system  up  100%  of  the  day, 
1  processing  requests  for  credit-line 
reases  within  an  hour.  "Every  per- 
i  in  the  company  is  on  an  incentive 
>gram  based  on  those  14,  whether 
;y  answer  the  phones  or  sweep  the 
ars,"  Hammonds  says.  Indeed, 
NA's  5,000  employees  have  earned 
luses  as  high  as  20%  of  their  annual 
aries  by  meeting  such  goals. 


> 


ffice  products  kingpin  Nasella  is 
also  a  customer-retention  fanatic. 
For  Staples,  the  first  step  was 
lding  a  data  base  of  customers  and 
iir  shopping  habits— basic  informa- 
n  many  retailers  neglect.  The  com- 
ly  induces  shoppers  to  complete  a 
mbership  application— membership 
free— by  charging  higher  prices  to 
lmembers.  It  then  targets  prospects 
direct  mail  with  tantalizing  offers, 
;h  as  free  Cross  pens  or  cases  of 
H  paper,  to  keep  them  coming  back, 
if  this  doesn't  work,  "our  presump- 
n  is  that  the  customer  is  dead, 
ved  away,  or  dissatisfied,"  Nasella 
s.  So  Staples  tries  to  find  out  which, 
at,  along  with  logging  every  com- 
int,  lets  the  company  constantly  ad- 
t  its  products,  policies,  and  guide- 
is  to  fit  what  customers  want.  The 
3-year-old  chain  says  it  now  has 
re  than  2  million  regular  customers. 
Diis  approach  is  being  repeated  in- 
;try  by  industry.  In  his  book,  Custom- 
er Life,  Dallas  Cadillac  dealer  Carl 
veil  figures  a  lifetime  customer  will 
md  a  total  of  $332,000  at  one  of  his 
dealerships.  In  fact,  Nissan  Motor 
1  luxury  Infiniti  brand  was  founded 
h  the  idea  that  superior  customer 
vice  by  its  dealers  would  distinguish 
Tom  other  brands.  To  that  end,  it 
rs  a  bonus  of  up  to  $100,000  a  year 
;ed  on  customer  satisfaction  scores 
hered  from  surveys  and  from  evalu- 
rs  posing  as  shoppers.  "We  figure 
'  value  of  fixing  a  customer's  prob- 
i  outweighs  the  money  we  spend  on 
advertising  and  everything  else,  be- 
tse  that  person  becomes  a  disciple 
Infiniti,"  says  General  Manager  Wil- 
n  R.  Bruce.  "That's  worth  more  than 
accountants  could  ever  save  by  hag- 
lg  over  every  $100  repair  bill." 
Such  an  attitude  still  comes  as  a 
ath  of  fresh  air  to  most  service  com- 
ly  customers.  But  more  and  more, 
lpanies  are  learning  to  view  their  cli- 
s  as  potential  disciples  for  life.  Bain's 
chheld  has  given  a  name  to  the  strat- 
',  one  with  a  familial"  ring:  zero  defec- 
is.  If  that  ever  happens,  customers 
ring  "have  a  nice  day"  might  sincere 
vish  the  same  in  return. 
3y  Larry  Armstrong  in  Los  Angeles 
h  William  C.  Symonds  in  Toronto 


WELL  SEASONED  TRAVELERS 


The  pepper  mill.  The  salt  shaker.  The  garlic  press.  The 
freshest  herbs.  Exotic  and  fragrant  spices.  These  are  only 
some  of  the  tools  of  VARIG's  master  chefs  who  create  the 
consistantly  memorable  meals  served  on  every  VARIG  flight. 

Word  of  mouth  has  made  these  feasts  for  the  eye  and 
palate  highlights  of  VARIG's  award  winning  on  board  service. 
Even  our  "wine  cellar  in  the  sky"  was  voted  by  an  impressive 
panel  of  wine  connoisseurs,  one  of  the  ten  best  out  of  29 
airlines  who  participated  in  a  Business  Traveler  International 
magazine  competition. 

Come.  Join  us  for  a  typical  VARIG  repast  and  relish  what 
our  cuisine  and  Brazilian  hospitality  can  do  for  your  in-flight 
pleasure. 

Everything  you  wished  an  airline  was,  VARIG  is.  We  serve 
Brazil,  the  rest  of  South  America  and  Japan  with  31  flights  a 
week  from  North  America. 


VARIG 


The  World  Class  Airline  of  Brazil 
Since  1927 
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THE  CUSTOMER  AS 
HONORED  GUEST 

Behind  the  scenes  at  an  Infiniti  boot  camp  for  dealers 


We  start  with  a  list 
of  our  customers. 
"Tire-kicker.  Mooch." 
The  names  come 
faster  now,  shouted 
out  by  the  car  deal- 
ership employees 
who  fill  the  hotel  conference  room  in 
Scottsdale,  Ariz.  "Dreamer.  Stroker. 
Lookie-Lou."  Then  the  trainer,  Lynn 
Guerin,  turns  the  tables.  What  do 
customers  think  of  car  salespeople? 
he  asks.  Silence.  Then,  a  few  sug- 
gestions: "Snake-oil  salesman.  Sleaze- 
bag.  Crook." 

This  is  Day  One  of 
Infiniti's  six-day  boot 
camp  for  dealers.  Auto 
makers  are  figuring 
out  that,  as  differences 
in  quality  and  reliabil- 
ity of  competing  mod- 
els evaporate,  car  buy- 
ers are  basing  their 
decisions  more  and 
more  on  how  they  are 
treated  by  dealers.  In 
not  quite  two  years, 
the  luxury-car  division 
of  Nissan  Motor  Co. 
has  gained  a  reputation 
for  having  the  most 
customer-oriented  deal- 
ers around.  It's  largely 
the  result  of  innovative 
training  and  customer 
service  systems.  I  de- 
cided to  find  out  how  these  work— 
and  I  wasn't  alone.  Ford,  Chevrolet, 
and  Pontiac  had  already  been  there 
as  observers,  and  one  of  my  fellow 
visitors  was  from  IBM. 

&  nfiniti's  training  program  runs  every 
B  other  month  in  the  Phoenix  area. 
■  The  company  not  only  trains  longer 
than  any  other  carmaker  but  also  in- 
sists i  hat  every  dealer  employee  at- 
ticluding  clerks  and  reception- 
"The  receptionist  probably  talks  to 
moii  customers  than  any  other  per- 
son it  ie  showroom,"  says  instructor 
Ken  Petty.  "Our  receptionists  can  tell 


you  how  the  cars  handle  on  the  track, 
and  they've  driven  the  Lexus,  too." 
That's  part  of  the  plan  to  equip  every 
employee  at  a  dealership  to  answer 
any  question  about  the  Infiniti  lineup. 
These  same  people  are  taught  buyer 
demographics,  or  how  to  pitch  an  Infi- 
niti to  various  age  groups  and  life- 
styles, and  they  can  even  contrast 
their  car  with  the  competition's. 

The  trainers  constantly  push  their 
students  to  discard  traditional  prac- 
tices and  stereotypes.  The  point  of  the 
Day  One  naming  exercise,  for  exam- 


HOT  WHE 


REPORTER  ARMSTRONG  TEST-DRIVES  AN  INFINITI 


pie,  is  to  get  employees  to  think  of 
customers  as  "honored  guests"  instead 
of  "tire-kickers."  This  is  a  source  of 
amusement  as  we  move  into  role-play- 
ing exercises,  with  "Honored  Guest" 
turning  up  on  T-shirts  and  impromptu 
signs,  usually  to  snickers  from  the  au- 
dience. But  the  point  is  made.  And  it 
is  vintage  Japan:  In  Japanese,  the 
same  word— okyakusama— means  "cus- 
tomer" and  "honorable  guest." 

The  highlight  of  the  week  is  learning 
how  an  Infiniti  stacks  up.  For  three 
half-days,  we  swoop  around  the  track 
at  the  Firebird  Raceway.  In  one  drill, 
we  drive  Infiniti's  Q45  sedan,  then  the 


Lexus  LS400,  Mercedes  300E,  and  Bl 
535  and  735i  models.  We  end  the  slal 
course  with  a  hard  left,  brakes  to 
floor,  sliding  through  a  puddle 
water.  The  Infiniti  proves  among 
best  on  acceleration,  handling  thro 
fast  lane  changes,  and  braking, 
underscore  the  point,  professio 
drivers  take  over  briefly— John| 
Unser,  nephew  of  the  four-time  I 
500  winner  Al  Unser  Sr.,  is  a  part-ti 
instructor— and  zoom  us  through  Hj 
laps  at  speeds  topping  130  mph. 

Back  in  the  classroom,  each  deal 
team  is  given  a  problem  to  solve  a| 
then  present  to  its  peers.  I  stay  up 
til  nearly  midnight  as  the  group  fa- 
Fields  Infiniti  Inc.  in  Glenview,  I 
tries  to  figure  out  what  to  do  ab(| 
cracked  ersatz-wood  trim  install! 
by  some  other  Infiniti  dealer  orm 
$42,000  Q45  after  the  car  was  so 
The  crack  clearly  isn't  covered  by  t| 
warranty.  The  general  manag| 
doesn't  want  to  fix  it  at  all;  the  si 
vice  manager  does.  After  much  wn 
gling,  the  group  agrees  to  fix  t 
problem  on  the  spj 
and  hopes  that  t 
original  dealer  rei 
burses  them  for  ti 
$300  repair. 

By  the  time  the 
nal  banquet  ro; 
around,  we  are  all  J 
hausted.  But  everyo; 
shows  up  in  suits  al 
cocktail  dresses  to  fii 
the  classroom  elegai- 
ly  transformed  will 
candles,  black  lint, 
and  flowers.  Everyo; 
gets  a  diploma  andi 
videotape  with  hig- 
lights  of  the  week,  1 
to  Whitney  Houston 
One  Moment  in  Tin. 
Fields  Infiniti  does;: 
win  the  "Best  in  Cla:' 
trophy  for  team  pre 
entations.  That  goes  to  Dick  Smii 
Infiniti  Inc.  of  Columbia,  S.  C,  for  1 
pothetically  picking  up  a  custome- 
car  at  the  airport  for  routine  servie 
and  selling  his  wife  a  convertible  i 
the  process. 

Shortly  after  my  course  ends,  m;- 
ket  researcher  J.  D.  Power  &  As? 
ciates  Inc.  announces  the  results  of  ° 
annual  customer  satisfaction  surv<- 
Infiniti  ties  with  Toyota  Motor  Con  i 
Lexus  Div.  for  first  place.  The  diffaf 
ence?  Lexus  places  first  for  the  qualr 
of  its  cars.  Infiniti  gains  the  standi 
for  the  way  it  handles  its  customer 
By  Larry  Armstrong  in  Phoei 
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We  make  images  that 
can  make  your  future. 


Tomorrow's  business  success  relies 
on  the  tools  you  choose  today,  whether 
you  re  in  one  of  Americas  largest  cor- 
porations or  a  one- person  office.  That's 
why  Canon  has  dedicated  itself  to  cre- 
ating a  complete  line  of  advanced  office 
products  with  forward-looking  features 
that  will  give  your  business  a  competitive 
edge  for  many  years  to  come.  It's  that  kind  of 
vision  that's  made  Canon  the  National  Office 
?M .  Machine  Dealers  Associations 
yjgm.  "Manufacturer  of  the  Year" 
for  two  years 
running. 


ml 


Driven  by  a  commitment  to  produce  th 
best  possible  image  quality,  and  the 
highest  standards  of  reliability,  weve  creatd 
one  of  the  industry's  broadest  and  most 
innovative  copier  lines. 

As  a  pioneer  in  both  color  and  laser  ten 
nologies,  we  created  copiers  that  put 
us  years  ahead  of  our  ^ 

competition,  and  

put  you  years 


ahead  of  yours. 
Canon  Color 
Laser  Copiers. 

With  them, 
you  can  produce 


pott 
perer 
lour  c 

m 


Colons 
\CopiJ0  ■ 


(  c 


essional  looking  color  presentations 
out  leaving  the  office.  And  make  copies 
transparencies  from  virtually  any 
ce,  even  slides  or  photos, 
'he  most  exciting  feature  may  be  connec- 
1  Using  optional  equipment  you  can 
uce  color  documents  created  with 
top  publishing  and  graphics  programs 
;tly  from  your  personal  computer  or 
(station. 

is  important  as  color  presentations  are 
company's  success,  black  and  white 
lins  the  mainstay  of  business  commu- 
nions. Canon  NP  Copiers  have  state-  f 
le-art  capabilities  that  save  time 
e  producing  copies  \~ 
rival  your 
nals.  Because 
rent  offices 
different 
s,  our  copier 
offers  a  wide 
e  of  customized 
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solutions.  For  busi- 
nesses where  high- 
speed copying  and 
finishing  is  needed, 
we  created  a  system 
simple  enough  for  any- 
one to  walk  up  and  oper- 
ate. And  so  medium  and 
small-sized  businesses  can 
compete  with  larger  ones,  we  offer  the  option 
of  both  full-featured  mid-size  and  economical 
compact  copiers,  as  well  as  the  peace  of 
mind  of  the  Canon  Performance 
Guarantee SM  Program? 
Big  or  small,  Canon  copiers  give  you 
a  wide  variety  of  document  feeding  and 
finishing  options,  which  can  enhance 
your  productivity  even  more. 

And  Canon  quality  assures  that  you 
have  a  copier  you  count  on,  demonstrated 
by  the  fact  that  our  copiers  have  been  the 
first  choice  of  American  business  for  nine 
straight  years. 


*  Details  Jt  {jartn  ipittmg  Canon  authorized  dealers 


In  the  future,  virtually  every  fax  will  be 
i 


received  on  plain  paper,  without  compromis 
ing  any  of  the  quality  of  the  original  image 
The  advantages  are  obvious. 
^mm^  y  Plain  paper  faxes 
wont  fade  and  are 
easier  to  handle, 
allowing  you  to 
write  on  them,  or  file 
them  away  as  if  they 
were  the  original. 
Fortunately,  Canon  offers  this  technology 
today.  Our  complete  line  of  advanced, 
yet  easy-to-use  fax  machines  delivers 
all  the  plain-paper  benefits  along 
with  features  for  unsurpassed 
image-enhancement.  The 
result  is  a  business  commu- 
nication tool  that  has  the 
capabilities  you  need  now, 

the  Canon  quality  that  will 
keep  you  productive  for  years  to  come. 
By  looking  ahead,  we've  already  become 
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Americas  #1  choice  for 
plain  paper  facsimile 

Consider  our 
LaserClass™  700 
Series,  for  exam- 
ple. It  features  high 
speed  sending  and  receiving 
as  well  as  crisp,  clear  laser  output. 

Or  our  FAX-A501,  which  makes  plain! 
paper  technology  affordable  for  everyone 
And  on  the  cutting  edge,  you  find  our 
line  of  G4  facsimiles.  Each,  capable  of  dig- 
tally  transmitting  document: 
at  an  astonishing  three  sed 
onds  per  page,  with 
image  resolution  that ; 
virtually  indistinguisf 
able  from  the  original. 
With  so  much  innou 
tion,  and  such  an  extensji 
line,  its  clear  Canon  faxe! 
can  transmit  excellence  w| 
your  image  is  on  the  line. 
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anon  perfected  the  first  desktop  laser 
J  beam  printer,  which  paved  the  way  for 
top  publishing  by  producing  high-quality 
ut,  quickly  and  quietly.  And  we  have 
inually  developed  our  laser  printing 
lology  toward  increased  compactness, 
(:  dability,  and  printing  sophistication, 
j  )ur  innovative  Bubble  Jet™  Printers  are  a 
j  :,  high-quality  alternative  to  noisy  dot 
ix  printers.  These  remarkable  printers 
c  in  virtual  silence,  are  fast, 
print  with  laser-quality 
ution. 

anon  Electronic  Typewriters 
and  Word  Processors  are 
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designed  to  make  documeni 
creation  simple.  They  give 
you  the  sophistication  you  <  ,,„,!:i, 

need  for  anything  from  highly  complex  word 
processing  to  personal  letter  typing. 

And  as  a  leader  in  micrographics  since 
J962,  Canon  offers  a  full  line  of  paper- 
less ways  to  store  and  retrieve  documents. 
Including  an  affordable  stand-alone  desktop 
electronic  optical  disk  filing  system,  the 

^Canofile  250,  that  stores  thousands 
of  documents  in  almost  no 
space,  retrieves  them  in 
almost  no  time,  and 
prints  them  with  a  laser 


Run  the  office  of  the  future 
in  the  privacy  of  your  own  home. 
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There's  a  good  chance  your  office  of  the 
future  will  be  in  your  home.  And  with 
Canon  Home  Office  Products,  you  can  single- 
handedly  project  the  image 
of  a  large  corporation. 
We  know  that 
equipment  for  the 
home  office  must  be 
compact,  affordable,  easy-to-use,  and  most 
importantly,  reliable. 

Canon  Personal  Copiers  revolutionized 
copying  with  a  Cartridge  System  that  makes 
them  virtually  maintenance-free,  and 

super  compact 
Small  wonder 
they're  America's  #1 
personal  copier. 
Our  FAXPHONE" 
ine  of  personal  fac- 
similes lets  you  maintain 
r  buttonecTup  image  even  when  sending 


and  receiving 
at  home. 

We've  even 
brought  printing 
down  to  size  with  a  super 
compact  Bubble-Jet  personal  printer  that 
quietly  produces  laser-quality  documentsi 
dot-matrix  prices. 

And  our  StarWriter™  Personal  Word 

Processors 
are  all-in-one 
I  personal  pub 
"shing  system, 
giving  you  the  ability 
turn  out  letter-perfect  documents  every  tn 


FAXPH 


At  Canon,  our  goal  is  to  build  thefutu 
of  every  size  business.  So  when  you  look 
ahead,  look  to  Canon.  Because  today  and 
tomorrow,  your  image  matters  to  us.  For 
information  call  1-800-OK-CANON. 


)  199]  Canon  U  S  A  ,  Inc. 


Canon 


LOSER  LOOK:  A  RANKING  OF  DOCTORS  WOULD  ALLOW  PATIENTS  TO  JUDGE  THE  QUALITY  OF  CARE 


SENDING  HEALTH  CARE 
 INTO  REHAB  

Employers  and  the  government  want  a  better  return  on  their  $666  billion  annual  investment 


A  33-year-old  woman 
was  having  what 
should  have  been  a 
routine  pelvic  exam 
at  the  Illinois  Mason- 
ic Medical  Center. 
The  doctor  grabbed  a 
on  swab  from  a  medical  cart  to 
in  a  procedure  performed  on  mil- 
s  of  women  every  year.  Moments 
r,  he  realized  the  swab  had  been 
i  before— on  the  skin  lesion  of  a 
i  with  the  AIDS  virus.  It  was,  says 
sonic  President  Gerald  W.  Munger- 
a  "bad  dream  come  true." 
:  was  also  a  quality  breakdown, 
ch  in  health  care  can  lead  to  death, 
il  now,  hospitals  and  other  provid- 
have  operated  as  if  quality  care 
ended  only  on  the  skills  of  physi- 


cians, who  were  disciplined  if  they 
messed  up.  At  Illinois  Masonic,  for  ex- 
ample, the  doctors  involved  were  swift- 
ly suspended.  But  increasingly,  health 
care  executives  are  looking  to  quality 
management  principles  to  deal  with 
snafus  at  a  much  earlier  stage— by  us- 
ing an  ounce  of  prevention.  Instead  of 
just  blaming  doctors,  the  idea  is  to 
identify  faulty  processes— ones  that 
leave  used  swabs  lying  around. 

Health  care  providers  are  being 
pushed  in  this  direction  by  employers 
and  the  government,  who  foot  most  of 
the  nation's  $666  billion  annual  medical 
tab.  "We  want  to  know  what  we're 
paying  for,"  asserts  Beach  B.  Hall,  the 
recently  retired  director  of  health  care 
plans  for  General  Motors  Corp.,  which 
shelled  out  $3.2  billion  for  health  care 


last  year.  GM,  like  other  big  payers,  is 
funding  studies  to  help  it  gauge  the 
value  of  its  medical  purchases.  Ex- 
plains Hall:  "No  one  has  a  good  handle 
on  quality  of  care." 

So  far,  though,  employers  have  been 
disturbed  by  what  they  see.  For  one 
thing,  they've  found  huge  variations 
in  care  given  different  patients  for  the 
same  problem.  An  analysis  done  in 
1988  for  General  Electric  Corp.  found 
that  employees  in  Utica,  N.Y.,  were 
much  more  likely  to  undergo  several 
surgical  procedures  than  those  in  Syra- 
cuse, 50  miles  away.  It's  unclear  which 
group  is  better  off— that's  the  next 
question  to  answer. 

One  way  to  do  that  is  to  set  up  a 
standard  measure  of  quality.  In  Cleve- 
land, for  example,  businesses  such  as 


BUSINESSWEEK/QUALITY  1991  111 


BP  America,  Parker  Hannifin,  and  Reli- 
ance Electric  are  working  on  a  quality- 
ranking  system  for  30  area  hospitals. 
And  Dr.  Paul  M.  Ellwood,  president 
of  InterStudy,  a  Minneapolis  health 
policy  think  tank,  has  enlisted  such 
companies  as  American  Telephone  & 
Telegraph,  Marriott,  and  Ameritech  to 
participate  in  a  national  data  bank  to 
track  the  treatment  of  millions  of  pa- 
tients. The  long-term  goal,  says  Ell- 
wood, is  an  "accounting  system  for 
medicine."  Doctors  could  use  it  to  see 
how  patients  similar  to  theirs  respond 
to  various  treatments.  And  consumers 
could  compare  physician  performance. 

In  short,  customers  for  the  first  time 
will  be  able  to  judge  medical  care 
for  themselves.  That's  enough  to 
make  some  hospitals  look  outside  their 
industry  for  ideas  on  how  to  improve. 
"We've  been  relying  on  such  compa- 
nies as  Florida  Power  &  Light  and 
IBM,"  says  Chip  Caldwell,  chief  execu- 
tive of  Atlanta's  West  Paces  Ferry 
Hospital.  He  adds  that  adopting  tech- 
niques from  manufacturers  is  slow  go- 
ing. "They  warned  us  it  would  take 
five  to  seven  years,"  he  says.  "A  cultu- 
ral transformation  doesn't  happen  over- 
night." And  only  a  few  hundred  of  the 
nation's  more  than  6,000  hospitals  have 
even  made  a  start,  experts  say. 

But  Caldwell  and  others  maintain 
that  health  care— like  the  manufacture 
of  cars— can  be  viewed  as  a  complex 
production  system:  Transporting  med- 
ical records  or  referring  patients  to 
specialists  are  all  "processes."  The  hos- 
pitals' patients  and  the  purchasers  of 
its  care  are  "customers."  Nurses,  sur- 
geons, and  laboratories  are  "suppliers." 

Quality,  in  turn,  often  depends  on 
the  coordination  of  dozens  of  depart- 
ments and  employees  rather  than  an 
individual's  performance.  Doctors  may 
write  orders  for  tests  and  drugs,  but 
they  have  no  control  over  the  way  the 
pharmacist  processes  the  order,  the 
nurse  delivers  the  drug,  or  the  lab 
technician  conducts  the  test. 

Dr.  Donald  M.  Berwick,  a  pediatri- 
cian and  former  vice-president  for  qual- 
ity measurement  at  the  Harvard  Com- 
munity Health  Plan,  has  been  at  the 
forefront  in  detecting  problem  areas. 
He,  along  with  A.  Blanton  Godfrey, 
chairman  of  Juran  Institute  Inc.,  start- 
ed the  National  Demonstration  Project 
on  Quality  Improvement  in  Health 
Care,  a  year-long  experiment  in  apply- 
ing industrial  quality  techniques  to 
health  cire.  The  project  teamed  21 
health  care  providers  with  quality 
experts  from  companies  such  as 
Ford,  Xerox  and  Hewlett-Packard. 
Each  team  tackled  a  different  problem- 
— from  reducing  variability  in  the  use 


of  ultrasound  tests  to  speeding  up 
transport  of  critically  ill  children. 

The  results  were  encouraging.  At 
University  of  Michigan  Hospitals,  for 
example,  the  team  sought  to  cut  the 
time  it  took  to  admit  patients.  In  July, 
1987,  it  took  a  discouraging  2.3  hours. 
But  then,  one  person  was  put  in 
charge  of  all  tasks  involved  in  admit- 
ting or  discharging  a  patient.  Other 
changes  followed,  such  as  giving  the 
pharmacy  early  notice  that  patients 
were  leaving  so  drugs  could  be  ready 
faster.  Admission  times  dropped  to  an 


dustry's  rapid  turnover  of  CEOs,  a 
aging  25%  to  30%  a  year.  One  | 
executive's  crusade  can  quickly  bec( 
another's  first  contribution  to  the  ci] 
lar  file.  And  many  CEOs  aren't  vm 
to  give  up  the  control  necessary  to! 
these  techniques  succeed.  "The  ur 
swered  question  is  whether  the  leac 
of  health  care  have  the  humility 
endurance  to  learn,"  says  Berwick. 

Meantime,  some  steps  are  being 
en  to  make  doctors  improve.  The  Am 
ican  Medical  Assn.  is  drawing  up  p; 
meters  that  will  provide  doctors  \ 


BERWICK:  ENCOURAGING  RESULTS 


WILL  BETTER  CARE 
MEAN  LOWER  COSTS? 

As  part  of  the  National 
Demonstration  Project  on  Quality 
Improvement  in  Health  Care,  the 
University  of  Michigan  Hospitals 
sought  to  reduce  the  waiting  time  to 
admit  patients.  By  succeeding,  they 
also  cut  payroll  and  other  costs  by 
$260,000  per  year 
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▲  MINUTES 


JULY  '90 
DATA:  UNIVERSITY  OF  MICHIGAN  HOSPITALS 


average  11  minutes  this  summer,  and 
costs  were  trimmed  by  an  estimated 
$260,000  per  year,  mostly  by  eliminat- 
ing management  jobs. 

The  National  Demonstration  Project 
"was  the  match  that  lit  the  flame," 
says  Stephen  M.  Shortell,  a  professor 
of  hospital  and  health  services  man- 
agement at  Northwestern's  J.  L.  Kel- 
logg Graduate  School  of  Management. 
Yet  it  also  had  its  limits.  Most  of  the 
teams  concentrated  on  functions  such 
as  discharge,  housekeeping,  and  food 
services.  Few  were  willing  to  jeopar- 
dize their  delicate  relationships  with 
medical  staffs  by  scrutinizing  them. 

That's  true  even  today,  with  a  few 
exceptions  such  as  Salt  Lake  City's 
Intermountain  Health  Care  Inc.  (page 
113).  One  problem  is  the  hospital  in- 


recipes  for  the  best  available  care.  Ij 
U.  S.  Healthcare  Inc.,  one  of  the  nati 


largest  HMOs,  is  linking  physician 
to  their  quality  of  care.  The  comp  l 
surveys  its  subscribers  annually  ab| 
what  kind  of  care  they  have  recent 
"This  way,  we  can  bring  consumero" 
and  accountability  into  health  care,"  sir 
Dr.  Michael  A.  Stocker,  a  U.  S.  Hea 
care  executive  vice-president. 

Nonetheless,  the  best  way  to 
prove  quality  may  be  to  examine  cl<te 
ly  the  many  interrelated  steps  invols 
in  giving  care.  That  might  have  m 
vented  the  mistake  at  Illinois  MasoB 
And  the  woman  exposed  to  the  A 
virus— who  hasn't  yet  tested  positi\j 
wouldn't  now  be  living  a  nightman 

By  Julia  Flynn  Siler  in  Chicago 
Susan  Garland  in  Washington 
 - 
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I  PROFILE  I 


INTERMOUNTAIN  HEALTH  CARE 


THE  Rx  AT  WORK  IN  UTAH 


Hospital  in 
Lake  City 
)ing  to  the 
t  of 
th  care 
ity:  How  it 
Is  patients 
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H's  LDS  Hospital, 
line  antibiotics 
itment  cut  post- 
jery  infections 
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SECTION  RATES 
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SURGERY 
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IHTERMOUHTAIN  HEALTH  CARE 


Hundreds  of  health  care  pro- 
viders have  adopted  quality 
management  techniques,  but 
the  majority  have  applied  them 
in  the  most  straightforward 
way,  such  as  improving  food 
service  or  reducing  discharge 
times.  Efforts  in  these  areas  are  easy  to  measure 
and  don't  affect  the  sensitive  relationship  that 
often  exists  between  hospitals  and  their  medical 
staffs.  But  Intermountain  Health  Care  Inc.  in 
Salt  Lake  City  has  decided  to  meet  a  much 
tougher  challenge. 

A  nonprofit  chain  of  24  hospitals  in  Idaho, 
Utah,  and  Wyoming,  Intermountain  is  applying 
quality  techniques  to  doc- 
tors and  nurses  in  an  ef- 
fort to  find  and  eliminate 
inappropriate  variations  in 
medical  care.  That's 
where  the  real  payoff  will 
come  in  hospitals,  main- 
tains Stephen  M.  Shortell, 
a  professor  at  Northwest- 
ern University's  J.  L.  Kel- 
logg Graduate  School  of 
Management.  He  is  cur- 
rently surveying  more 
than  6,000  hospitals  to  see 
how  widely  quality  tech- 
niques are  being  adopted. 
Already  it's  clear,  says 
Shortell,  that  "Intermoun- 
tain is  a  leader  in  clinical 
applications." 

In  one  experiment, 
Intermountain's  520-bed 
LDS  Hospital  in  Salt  Lake  City  set  out  to  lower 
the  rate  of  postoperative  wound  infections. 
Before  the  effort  began  in  1985,  the  hospital's 
infection  rate  was  1.8%— 0.2  points  below  the 
national  average.  By  using  a  bedside  computer 
system  to  make  sure  that  antibiotics  were 
given  to  patients  two  hours  before  surgery,  the 
hospital  dropped  the  infection  rate  in  4,484 
cases  by  half,  to  0.9%  (chart).  Since  then,  the 
hospital's  postop  infection  rate  has  dropped  even 
further,  to  0.4%,  or  4  cases  per  1,000,  compared 
with  the  current  national  average  of  20  cases  per 
1,000.  Since  the  average  postop  infection  adds 
$14,000  to  the  hospital  bill,  that's  a  big  saving. 

Even  more  important  is  the  benefit  to  the 
patient.  An  infection  means  a  fever  and  an  in- 
flamed incision  line.  Treatment  requires  cleaning 
the  sutures  over  the  abscess  and  packing  the 
wound  with  gauze— a  painful  procedure.  "It's 
not  what  a  patient  would  call  a  high-quality 


PHYSICIANS'  COSTS  WERE  COMPARED 


event,"  says  Dr.  Brent  C.  James,  executive  direc- 
tor of  the  Institute  for  Health  Care  Delivery 
and  Intermountain's  quality  chief.  The  scar  is  un- 
sightly, and  the  infection  itself  can  be  dangerous. 
"At  the  very  least,  it  requires  a  few  more  days 
in  the  hospital  with  antibiotics,"  he  says.  At 
worst,  it  can  result  in  death. 

The  postop  study  was  just  one  of  many  where 
IHC  has  compared  the  results  and  costs  of  the 
performance  of  physicians.  So  far,  the  hospital 
chain  has  completed  similar  studies  on  such  com- 
mon and  costly  procedures  as  prostate  surgery, 
gallbladder  operations,  heart  bypass  surgery, 
and  hip  replacements.  IHC  has  found  wide  vari- 
ances in  both  costs  and  success  rates  among 
physicians  and  from  hos- 
pital to  hospital.  For  ex- 
ample, some  doctors  ran 
up  twice  the  costs  others 
did  for  prostate  surgery. 

At  first,  medical  staff- 
ers at  Intermountain  felt 
threatened  by  the  quality 
program,  says  James. 
Doctors  were  afraid  that 
their  decision-making  was 
being  usurped.  To  allay 
their  fears,  James  fed 
back  the  survey  informa- 
tion using  codes  so  that 
doctors  could  compare 
themselves  with  the  norm 
without  other  physicians 
seeing  their  scores.  "Some 
physicians  picked  up  their 
report,  said  it  was  a  piece 
of  trash,  and  threw  it  in 
the  garbage  can,"  says  James. 

But  in  the  end,  the  critics  changed  their  be- 
havior, he  adds.  That's  because  "most  physi- 
cians are  uncomfortable  being  different  from 
their  colleagues."  Once  shown  data  that  indicat- 
ed wide  variations  in  treatment,  doctors  sat 
down  with  each  other  and  decided  what  consti- 
tuted the  best  care.  Then,  they  offered  it. 

Intermountain  adopted  quality  principles 
systemwide  15  months  ago.  Now,  it  is  focusing 
on  dozens  of  problems,  including  situations  in 
which  the  wrong  type  or  dose  of  medication  is 
given,  the  top  cause  of  poor  care.  James  ex- 
pects quality  techniques  to  help  eliminate  up  to 
60%  of  such  mistakes  and  reduce  related  medical 
costs  by  up  to  $2  million  a  year  per  hospital.  In 
the  battle  to  boost  health  care  quality,  that's  a 
much-needed  victory. 

By  Julia  Flynn  Siler  in  Chicago  and  Sandra 
Atchison  in  Denver 
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Ten  years  ago  America^ 
Today,  we're  investing  ovb 

The  Chrysler  Technology  Center.  It's  the  nothing  comparable  to  it  in  this  country,  mi 
most  advanced  facility  we've  ever  built.  There's        3  million  square  feet  on  503  acres.  Elel 


sted  in  Chrysler's  future, 
billion  to  return  the  favor. 


formance  car  that  will  be  available  early  1992. 
From  dream  to  showroom  in  three  years,  a 
record  for  U.S.  carmakers. 

From  now  on,  all  our  cars  and  trucks 
will  be  designed  and  built  by  platform  teams. 
The  result  will  be  higher  quality,  built  at  lower 


letic  and  environmental  labs.  A  wind  tun- 
la  ind  a  test  track.  Design  studios  for  hand- 
ling prototypes.  A  pilot  factory  to  test 
>uterized  production  equipment.  Even  a 
;r  for  technical  and  management  training. 
Eventually,  7,000  people  will  be  working 
3  Tech  Center.  Thev'll  build  our 
fY  and  trucks  as  they've  never  built 
|  before.  No  more  piece-by-piece, 
by- step  production.  Now  it's 
s.  Teams  of  product  and  manu- 
ring engineers,  designers,  planners,  financ- 

ind  marketing  people -together  from  the  what  competition  is  all  about,  for  Chrysler  and 
with  a  single  purpose:  making  a  great  car.  for  America.  And  that's  what  makes  our 

That's  the  Platform  Team  concept.  It's         billion-dollar  investment  in  the  Tech  Center 


cost  and  delivered  to  the  market  faster.  That's 


we  built  Dodge  Viper,  the  astounding  per- 


worth  every  penny. 


D VANTAGE  :  CHRYSLER  O 
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TRANSPORTATION 


STRAIGHTEN  UP 
AND  FLY  RIGHT 
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Upgrading  service  will  cost  U.  S.  carriers  dearly — but  they  have  little  choice 


Minneapolis  business 
consultant  Bruce  K. 
Symonds  travels  a 
lot.  He  has  twiddled 
his  thumbs  through 
countless  delays, 
missed  many  connec- 
tions, lost  a  few  bags.  He  expects  the 
worst  from  air  travel.  But  even  this 
jaded  passenger  blew  his  top  on  a  re- 
cent United  Airlines  flight  from  Chica- 
go to  Toronto.  After  the  packed  plane 
pulled  onto  the  tarmac  in  a  blowing 
thunderstorm,  it  inched  along  for  an 
hour  behind  a  string  of  other  jets. 
Then  an  engine  failed  and  took  45  min- 
utes to  restart.  By  takeoff  time,  Sy- 
monds had  been  sweating  in  his  seat 
for  2/z  hours. 

Symonds  didn't  blame  United  for 
the  weather  or  the  engine.  What  irked 
him  was  the  airline's  attitude.  Despite 
the  long  delay,  the  crew  offered  nary  a 
drink  nor  an  apology.  And  when  Sy- 
monds asked  why  the  passengers 
couldn't  have  waited  out  the  storm  in 
the  terminal,  a  flight  attendant  said 
that  United  prefers  that  its  planes 
"leave  the  gate  on  time"  even  if  it 
means  a  wait  on  the  runway. 

For  people  like  Symonds,  airline 
quality  has  become  an  oxymoron. 
To  be  sure,  the  airlines  provide 
safe  transportation,  their  primary  goal. 
But  where  else  can  you  spend  hun- 
dreds of  dollars  for  an  experience  that 
lasts  a  few  hours,  only  to  be  jostled,  in- 
convenienced, and  often  treated  rude- 
ly? During  a  decade  of  deregulation, 
service  took  a  middle  seat  to  growth, 
mergers,  and  competition.  And  while 
airlines  are  working  to  repair  the  dam- 
age, they're  nowhere  near  done. 

This  effort  will  become  crucial  as 
U.  S.  airlines  push  into  global  markets 
'1  take  on  high-class  foreign  compet- 
s.  The  problem  is  how  to  make 
y  in  an  extraordinarily  complex, 
1 -intensive  business  and  still  pro- 
ide  the  kind  of  service  offered  by 
carriers  as  Singapore  Airlines  and 
h  Airways.  The  answer  is  mad- 


deningly simple:  As  auto  makers  have 
done  before  them,  airlines  must  learn 
how  to  manage  for  quality.  It  costs 
more  up  front.  But  the  payoff  in  brand 
loyalty  might  be  crucial  to  improving 
the  industry's  paltry  profit  margins. 

The  airlines  have  always  trumpeted 
their  service.  But  when  talk  didn't  build 
brand  loyalty,  they  turned  to  frequent- 
flier  programs  to  do  the  job.  Even  those 
weren't  enough,  however.  When  low- 
cost  upstarts  such  as  People  Express 
posted  rock-bottom  fares,  the  "premi- 
um" airlines  got  into  the  ring  with  them 
to  keep  their  fickle  customers. 


B  pe 

The  trouble  is  that  discount 
strains  airline  operations.  To  attBf 
the  steady  traffic  needed  to  cover  tftir 
huge  fixed  costs,  the  big  carriers  Im^P 
developed  hub-and-spoke  systems  &■ 
funnel  passengers  from  outlying  a| 
onto  flights  destined  for  larger  porlli 
call.  They've  also  developed  com* 
computer  programs  that  endlessly! 
nipulate  fares  to  match  expected! 
mand  so  that  they  discount  no  nils? 
seats  than  necessary  (charts). 

The  result  is  a  system  that  rouli 
ly  alienates  customers.  "The  most  jfr 
cient  hubs  treat  people  like  Fed§ 
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•ess  treats  packages,"  says  Rodolph 
i,  a  service  consultant  with  Simat, 
esen  &  Eichner  Inc.  in  New  York. 
5  Douglas  C.  Birdsall,  president  of 
elmation  Corp.,  a  travel  consul- 
in  Stamford,  Conn.:  "The  passen- 
las  yet  to  be  born  who  says,  'Yes, 
ke  to  connect  through  Dallas.' " 
>od  service  doesn't  always  involve 
j  meals,  in-seat  phones,  or  even 
ng  the  competition  on  the  normal 
:es  of  performance.  Delta  Air  Lines 
which  always  scores  well  in  popu- 
i  contests,  ranked  second  to  last 
e  Transportation  Dept.'s  measure 
i-time  performance  in  June.  Its 
>y  Southern  hospitality  makes  pas- 
ers  forgive  and  forget.  Low-cost 
hwest  Airlines  Co.  is  also  well- 
1,  despite  spartan  planes  and  a 
i  consisting  of  almonds.  Passengers 
its  low  fares  and  high  frequency, 
don't  make  any  bones  about  what 
re,"  says  Colleen  C.  Barrett,  execu- 
vice-president  for  customers.  "But 
eliver  what  we  promise." 
lat's  saying  a  lot.  Weather,  over- 
ded  airports,  and  a  creaky  air- 
ic-control  system  routinely  con- 
i  to  frustrate  the  airlines.  Those 
rs  are  a  big  reason  the  industry 


'A 


runs  late  about  30%  of  the  time.  But 
since  most  savvy  travelers  expect 
problems,  what's  most  important  is 
how  such  problems  are  explained  and 
resolved.  Says  Patrick  T.  Harker,  a 
service  expert  with  the  Wharton 
School:  "Customers  will  respond  very 
well  if  employees  are 
empathetic." 

To  make  that  so, 
the  best  airlines  give 
employees  who  have 
contact  with  custom- 
ers plenty  of  leeway 
to  act.  At  Singapore 
Airlines,  one  of  the 
most  highly  regarded 
carriers  in  the  world, 
personal  attention  is 
holy.  When  a  delay  oc- 
curs, Singapore  Air 
employees  take  the  in- 
itiative to  help  passen- 
gers, whether  it's  find- 
ing them  a  hotel  or  chartering  a  plane. 
Twice  a  week,  the  airline's  executives 
examine  each  delay:  what  caused  it 
and  how  the  airline  reacted. 

As  U.  S.  carriers  expand  overseas, 
America's  best  have  dressed  up  their 
first-class  cabins  dramatically.  American 


WITH  HASSLES  LIKE 
MORE  CONNECTIONS... 


IRUNES 
DON'T  DO 
A  VERY  GOOD 
JOB  OF 
COMMUNICATING 
WITH  THE 
CUSTOMER' 
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DATA:  SIMAT,  HEUIESEN  &  EICHNER  INC. 


..AND  A  HURRICANE  OF 
FARE  CHANGES... 
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A  MILLIONS 
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•DOMESTIC  FARES  ONLY 
DATA:  AIRLINE  TARIFF  PUBLISHING  CO. 


...AIRLINES  ARE  BUYING 
YALTYWITH  DISCOUNTS 
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DATA:  SALOMON  BROTHERS  INC. 


Airlines  planes  sport  new  first-class 
seats  and  video  screens  on  flights  to 
Europe.  United  serves  Dom  Perignon 
and  caviar.  But  at  home,  the  drive  for 
growth  and  operational  efficiency  can 
pinch  service.  "The  minute  the  operation 
begins  to  rule  decisions,  you'll  lose  cus- 
tomers," warns  George 
L.  Mueller,  American's 
senior  vice-president  for 
customer  services. 

One  carrier  that's 
trying  hard  to  overcome 
its  past  is  Northwest 
Airlines  Inc.,  which 
passengers  dubbed 
"Northworst"  after  its 
rocky  1986  merger  with 
Republic  Airlines  Inc. 
Long  reviled  for  its 
chilly  service,  North- 
west wants  to  teach  it- 
self to  be  more  respon- 
sive. For  example,  the 
carrier  is  rolling  out  a  plan  to  put  one 
person  in  each  airport  who  is  respon- 
sible for  coordinating  Northwest's  re- 
sponse to  delays.  The  coordinators  will 
make  sure  passengers  get  timely  in- 
formation on  what's  causing  a  delay 
or  cancellation.  They'll  organize  agents 
to  take  passengers  to  hotels  or  find 
them  alternative  flights.  The  idea  is 
to  enhance  communication  and  focus 
on  solving  the  problem.  Says  Joe  Leo- 
nard, new  senior  vice-president  for  cus- 
tomer service:  "Airlines  don't  do  a  very 
good  job  of  communicating  within  the 
company,  so  it's  impossible  to  communi- 
cate with  the  customer." 

There's  plenty  of  room  for  innova- 
tion. Travelmation's  Birdsall  argues 
that  airlines  could  use  computer 
systems  much  more  effectively  to  help 
customers.  Massive  computers  help 
them  handle  reservations,  manage  fares, 
and  schedule  flights,  but  where  are  the 
systems  to  track  passengers  and  bag- 
gage through  their  many  connections? 
With  such  systems,  young  children  or 
invalids  could  be  traced  along  their 
routes.  Bags  and  passengers  could  be 
matched  much  more  precisely  on  the 
same  plane.  If  each  passenger's  con- 
necting information  was  stored  in  a  PC 
on  the  plane,  an  attendant  could  make 
the  proper  arrangements  en  route  when 
a  flight  is  late. 

Good  ideas.  Expensive,  too.  But  the 
payoff  might  be  worth  it.  Mueller  says 
American  figures  that  it  costs  five 
times  as  much  to  win  over  a  new  cus- 
tomer as  to  retain  an  old  one.  Given 
that  airline  margins  have  lingered  be- 
low 2%  for  years,  boosting  quality  to 
keep  customers  may  be  something  the 
carriers  can't  afford  not  to  do. 

By  Michael  Oneal  in  New  York 
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SERVICES 

I  PROFILE  | 


ALASKA  AIRLINES 


NORTHERN  HOSPITALITY 


Fresh  salmon, 
more  legroom 
— little  things 
mean  a  lot  at 
Alaska  Airlines 


PROFITS 
ALOFT 


NET  INCOME 
Millions  of  dollars 


ALASKA 
AIR 


TOTAL 
INDUSTRY 


$25 
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$106 

'88 

1,009 

'89 

-704 

'90 

-5,122 

DATA:  SALOMON 
BROTHERS  INC. 


Raymond  J.  Vecci  starts  to 
wince  when  he  hears  the  ques- 
tion. Conde  Mast  Traveler  read- 
ers have  voted  his  company, 
Alaska  Airlines  Inc.,  the  best 
U.  S.  carrier  for  three  years 
running.  In  July,  Consumer  Re- 
ports ranked  it  No.  1  in  everything  from  check- 
in  to  baggage  handling.  Air  Transport  World 
dubbed  it  Airline  of  the  Year  in  February,  an 
honor  previously  bestowed  on  the  likes  of  Singa- 
pore Airlines,  Cathay  Pacific,  and  Swissair. 
What's  the  secret?  "There  is  no  magic  formula," 
says  CEO  Vecci,  who  has  fielded  that  query  a  lot 
lately.  "It's  day-to-day  hard  work  by  thousands 
of  employees." 

That,  and  a  question  of 
survival.  In  the  late  1960s, 
when  Alaska  flew  only  to 
and  within  its  eponymous 
state,  it  was  known  as 
"Elastic  Airlines"  for  its 
rubbery  schedules.  In  1971, 
new  management  stressed 
on-time  performance,  res- 
cued Alaska  from  the  brink 
of  bankruptcy,  and  started 
a  still-unbroken  string  of 
profitable  years.  Since 
1979,  the  parent  company, 
Alaska  Air  Group  Inc.,  has 
seen  its  revenues  grow 
24%  annually,  to  $1.05  bil- 
lion in  1990,  by  extending 
its  service  south  from  its 
Seattle  base  into  Oregon, 
California,  and  Mexico.  Its 
strategy,  as  it  butts  heads 
with  carriers  10  times  its  size,  is  to  use  quality 
to  attract  business  fliers  who  pay  full  fare. 

And  how's  this  for  service?  Alaska  spends  $7.80 
per  passenger  on  meals,  twice  the  U.  S.  average. 
There's  fresh  salmon  in  coach,  venison  on  Alaska 
runs,  and,  always,  fresh  fruit.  Once  a  month  or  so, 
chef  Wolfgang  Erbe  goes  aboard  to  ask  passengers 
how  he's  doing.  "It's  like  I  have  a  restaurant," 
says  the  German-born  Erbe,  who  used  to  run 
one  called  Brook  Farm  in  Washington,  D.  C.  "I 
don't  want  to  be  identified  with  airline  food." 

Alaska  offers  more  legroom,  too:  Its  727-200s 
and  MD-80s  have  only  135  seats,  vs.  142  to  155 
on  other  airlines.  In  the  never-ending  search 
for  passenger  comfort,  Alaska  continually  con- 
ducts focus  groups  and  surveys  frequent  fliers. 
And  Chief  Operating  Officer  Patrick  L.  Glenn 
personally  looks  into  delays  and  glitches  to  keep 
them  from  recurring.  In  fact,  because  delays 


CHEF  ERBE'S  PERFORMANCE  REVIEW 


are  the  bane  of  airline  quality,  Alaska  pay; 
cial  attention  there.  Until  last  year,  it  was 
plagued  by  the  heavy  fog  that  frequent  e 
Northwest.  But  then,  it  spent  $12  million 
stall  guidance  equipment— and  to  train  ] 
to  use  it— that  enables  its  planes  to  leave 
land  in  fog  that  still  strands  other  carrier 

Ultimately,  of  course,  good  service  dej  | 
on  people.  And  so  far,  Alaska  has  maintaii 
friendly,  competent  team  through  free 
training  and  a  clear  emphasis  from  Vecc 
Glenn  on  customer  service.  It's  all  couch 
family  terms.  "We  get  the  feeling  we  si 
treat  each  person  as  if  they're  a  guest  ii  |j 
home,"  says  Elaine  Ingram,  an  Alaska 
attendant. 

Keeping  that  spirit 
will  probably  get  ha 
The  carrier  has  bo< 
employment  21%,  to  I 
workers,  in  the  past  f 
years,  prompting 
Michel  S.  Baumgartnfc 
note:  "We've  got  so  i  | 
new  faces,  I  don't  f| 
nize  more  than  hali 
people."  Many  of  the 
pilots  are  scarred  vet< 
of  the  air  deregul 
wars,  on  their  thir 
fourth  airline,  tossed 
to  the  lowest  rung  ol 
seniority  ladder.  A  rj 
24%  raise  for  junior 
vs.  6%  for  senior  onesl 
likely  make  them  hap 
But  senior  flight  al 
dants,  who  haven't  se 
raise  in  their  base  salary  in  five  years! 
complaining.  Says  Gail  MacAulay,  preside! 
the  flight  attendants'  union:  "It's  diffici 
deal  with  the  public  on  an  hour-to-hour 
when  you  feel  like  the  company  doesn't  | 
about  you." 

Even  MacAulay  compares  the  problem  0 
family  squabble,  however.  After  all,  empkjP';'-; 
have  generous  profit-sharing— and  got  eBi,J; 
free  tickets  last  year  when  profits  werca* 
small  to  divide.  Still,  as  Alaska  expands  serit 
to  such  far-flung  destinations  as  SiberiajiBi 
Toronto,  the  challenge  will  be  to  keep  up* 
service  in  a  larger,  more  impersonal  comfjn} 
Vecci  may  get  weary  answering  questions 
Alaska's  many  awards.  But  he's  likely  tjb« 
working  even  harder  soon  to  keep  the  k|i& 
coming. 

By  Dori  Jones  Yang  in  S>w 
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Thanks  to  AM1  International  800  Service, 
bike  sales  in  Canada  have  been  picking  up  speed. 


&T  International  800  Service. 


A  toll-free  number  from  AT&T  can  help  a  business 
die  its  bikes  in  Canada. 

Or  just  about  anything  else. 

If  you're  a  manufacturer,  you  can  use  it  to  help 
r  customers  place  orders  or  get  their  questions 
svered. 

Financial  firms  can  use  it  to  help  clients  access 
filiation  or  reach  their  broker. 

And  travel-related  businesses  can  use  it  for  booking 
■rvations. 

It  doesn't  matter  what  you  sell.  Or  how  much. 


Because  AT&T  International  800  Service- Canada  has 
options  to  fit  the  very  smallest  to  the  very  largest  companies. 
And  now  a  lower  price  to  make  it  even  more  affordable. 

Call  1  800  222-0400,  Ext.  26l6  for  more  information 
on  getting  AT&T  International  800  Service  in  Canada. 

And  help  get  your  sales  curve  climbing. 

A  World  of  Help"  from  AT&T. 


AT&T 


SERVICES 


FINANCIAL 


IN  HIGH  TECH 
THEY  TRUST 


Financial  services  are  modernizing  like  mad  to  draw  business,  but  their  efforts  are  scattershc 


When  the  stock  mar- 
ket crashed  in  1987, 
frantic  small  inves- 
tors got  a  horrible 
shock— and  not  just 
^•^jg^plv'S  from  plummeting 
stock  prices.  Thou- 
sands of  customers  jammed  their  bro- 
kers' phone  lines,  trying  to  sell  all  at 
once.  Brokers  in  turn  clogged  the  lines 
to  exchange  floors.  Some  market  mak- 
ers who  trade  in  over-the-counter 
stocks  just  weren't  answering  at  all. 

Since  Wall  Street's  black  days  four 
years  ago,  brokerage  houses  and  other 
financial  services  firms  have  spent  bil- 
lions to  make  sure  gridlock  doesn't  hap- 
pen in  the  next  crisis.  The  National  As- 
sociation of  Securities  Dealers  (NASD) 
began  requiring  that 
the  market  makers 
hook  up  a  computer 
system  that  would 
permit  small  investors 
to  execute  an  order 
automatically.  And  the 
giant  Fidelity  Invest- 
ments mutual-fund 
group  has  doubled  its 
number  of  phone  lines. 

It's  a  welcome  rec- 
ognition that  quality 
plays  a  crucial  role  in 
financial  services.  In 
insurance  and  bank- 
ing, as  well  as  secur- 
ities investing,  quality 
means  better  person- 
to-person  service, 
along  with  sophisticat- 
ed   computers  and 
telecommunications 
gear  to  speed  the 
flow  of  transactions.  After  all,  financial 
services  are  zero-defects  businesses: 
Customers,  whether  individuals  or 
■  rge  institutions,  are  intolerant  of  er- 
r.  Says  Diogo  B.  Teixeira,  a  partner 
he  Ernst  &  Young  accounting  firm: 
can't  get  balances  wrong." 
e  penalty  for  poor  service  is  to 
los      ^stomers,  and  that  can  have  a 
big  i   pact  on  the  bottom  line.  Accord- 


ing to  Bain  &  Co.,  a  consulting  firm,  fi- 
nancial services  companies  get  most 
of  their  profits  from  long-term  custom- 
ers. Says  Frederick  F.  Reichheld,  a 
Bain  director:  "New  customers  are  ac- 
tually money  losers."  Much  money  is 
spent  to  attract  them,  but  too  many 
soon  prove  to  be  deadbeats  or  take 
their  business  elsewhere. 

Yet  quality  for  financial  services 
companies  has  another  dimension:  safe- 
guarding the  assets  people  entrust  to 
them.  In  the  aftermath  of  the  debt- 
fueled  '80s,  the  demise  of  numerous 
financial  entities— from  Drexel  Burn- 
ham  Lambert  to  the  Bank  of  New 
England  to  Executive  Life— has  shaken 
public  confidence. 

So  now,  financial  services  companies 


stering  their  finances  is  by  stri 
lending  standards— although  criti 
the  resulting  credit  crunch  has| 
dered  economic  recovery.  Anothe: 
tic:  mergers.  Chemical  Banking 
and  Manufacturers  Hanover  Trus 
for  example,  both  saddled  with| 
real  estate  loans,  are  combining, 
To  shore  up  their  portfolios  i: 
face  of  the  real-estate  and  junk- 
debacles,  insurance  companies  an 
grading  their  tools  to  discern  in| 
ment  quality  before  buying.  Tak 
vate  placements,  a  $200  billion  mg 
dominated  by  insurers  that  en 
them  to  purchase  securities  din 
from  companies,  many  of  them  prr 
ly  held  with  no  credit  ratings  be< 
they  have  no  public  securities 


-ml 


are  promoting  their  new  orthodoxy  of 
conservative  balance  sheets.  Reducing 
risk  is  in.  "There's  no  better  way  to 
deliver  quality  in  banking  than  to  be 
safe,"  says  Jeffrey  C.  Keil,  president  of 
Republic  National  Bank  of  New  York, 
which  lately  has  been  running  an  ad 
campaign  stressing  its  stability  and 
strong  balance  sheet. 

One  way  banks  and  insurers  are  bol- 


This  obviously  poses  a  risk.  But  l» 
big?  Until  last  year,  the  National  Aso- 
ciation  of  Insurance  Commissioners' at- 
ing  scheme  for  private  placementsss- 
sentially  had  two  grades:  good  or  jtd- 
Now,  the  NAIC  has  six  levels,  to  aj>w 
insurers  to  gauge  risks  better.  The  few 
categories  permit  them  to  see  wch 
issuers  are  at  the  lower  end  of  W 
"good"  spectrum— and  are  thus  the  <«s 
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in  danger  if  their  finances  or  mar- 
sour.  In  addition,  the  naic  is  eye- 
new  system  to  require  an  insurer 
riskier  investments  to  put  up 
capital  to  back  them, 
surers  are  also  trying  to  attack 
in  their  own  operations.  Many 
>anies  are  installing  800  lines  to 
:e  policyholders.  In  fact,  the  in- 
■y  has  seen  a  big  rise  in  so-called 
t  writers,  such  as  United  Services 
mobile  Assn.,  which  keep  expenses 
i  by  doing  most  business  over  the 
e  (page  124).  That's  cheaper  than 
raditional  methods  of  using  inde- 
ent  field  agents,  who  typically 
re  15%  commissions  on  premiums, 
0%  for  direct  writers.  The  ques- 
is  whether  customers  get  better 
ce.  After  all,  the  friendly  agent 
ain  Street  usually  knows  his  poli- 
Iders'  financial  needs  better  than 
lonymous  voice  on  the  phone. 


W  i 


hen  it  comes  to  improving 
customer  service,  the  secur- 
ities industry  has  lagged 
:eably  behind  other  industries, 
re  is  no  such  thing  as  quality  on 
Street,"  says  Jean-Louis  Lelogeais, 
isultant  with  Booz,  Allen  &  Hamil- 
nc,  half  in  jest. 

fairness,  new  systems  to  improve 
ice  are  making  inroads,  although 
change  is  small-bore  so  far.  Dis- 


200,000  customers  have  signed  up. 

But  full-service  brokers  are  mostly 
staying  with  traditional  ways  of  doing 
business.  Reason:  Passive  phone  sys- 
tems won't  generate  the  high  volume 
of  orders  they  need.  Sales  represen- 
tatives are  constantly  pitching  finan- 
cial products  to  customers.  Now,  some 
securities  houses  are  upgrading  the  ef- 
ficiency of  customer  mmmmm 
contacts.  Merrill  Lynch 
&  Co.  has  invested 
$700  million  in  its  com- 
puter system  that  al- 
lows brokers  to  calcu- 
late how  clients  should 
allocate  their  holdings. 

Meanwhile,  brokers 
are  moving  to  repair 
public  trust  that  recent 
Wall  Street  scandals 
have  frayed.  The  NASD 
and  the  National  Fu- 
tures Assn.  now  have 
toll-free  lines  so  cus- 
tomers can  easily  get 
a  broker's  disciplinary 
history. 

Moreover,  Wall  Street  houses,  once 
entranced  by  leveraged  buyouts,  are 
returning  to  a  focus  on  securities  trad- 
ing. To  drum  up  additional  trading  busi- 
ness with  big  pension  and  mutual 
funds,  the  Street  is  trying  to  offer  new 
services,  such  as  UniVu,  an  electronic 


BANKS  BET  ON 
COMPUTERS 


INCLUDES  HARDWARE  SOFTWARE, 
STAFF,  DATA  COMMUNICATIONS 
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it  broker  Charles  Schwab  &  Co., 
;xample,  has  put  in  an  automated 
em  so  customers  can  get  quotes 
lace  orders  without  dealing  with 
ers.  That  saves  10%  on  the  normal 
mum  Schwab  commission  of  $39 
trade.  A  customer  for  IBM  shares 
1  only  punch  in  the  stock  symbol 
i  touchtone-phone  keypad.  Since 
service  began  earlier  in  this  year, 


service  providing  information  and  anal- 
ysis on  Treasury  bonds.  Six  big  dealers 
in  Treasuries,  including  Salomon  Broth- 
ers Inc.  and  Citicorp,  will  offer  UniVu 
to  institutional  bond  portfolio  managers. 
If  a  customer  wants  to  buy  a  certain 
bond,  UniVu  will  show  how  this  would 
affect  the  entire  portfolio's  return. 

Bankers,  attempting  to  improve  ser- 
vice and  cut  costs,  have  made  a  huge 


commitment  to  technology,  spending 
$13.8  billion  in  1990  alone  to  buy  hard- 
ware, software,  and  personal  comput- 
ers, and  to  add  technical  support  staff 
(chart).  The  hottest  new  technology  is 
image  processing,  in  which  paper  docu- 
ments such  as  checks  are  scanned  into 
a  computer  and  then  processed  elec- 
tronically. IBM's  ImagePlus  imaging  sys- 
HHi  tern,  a  $2  million  invest- 

ment, can  handle  2,400 
checks  a  minute.  Amer- 
ican Express  Co.  now 
uses  the  technology  in 
monthly  credit  card 
statements.  This  gives 
customers  pictures  of 
their  actual  charge  slips, 
signature  and  all.  They 
can  tell  at  a  glance 
whether  they  actually 
made  the  purchase  or 
if  there's  a  mistake. 

Still,  it  isn't  clear  yet 
whether  all  the  new 
technology  will  be  worth 
it.  In  the  early  1980s, 
Detroit  discovered  that  heavy  invest- 
ments in  technology  alone  were  not 
enough  to  overcome  quality  problems 
and  stem  eroding  market  share.  The 
same  may  be  true  in  financial  services. 
Says  Bain's  Reichheld:  "If  you  look  at 
productivity  numbers  and  customer  re- 
tention rates,  it's  not  paying  off." 

One  reason  is  that 
the  defects-oriented 
approach  to  manufac- 
turing quality  may  not 
apply.  "In  the  service 
business,  you're  out  in 
the  world  where  cus- 
tomers are  irrational," 
Reichheld  says.  "It's 
how  well  employees 
respond  to  those  un- 
predictable situations." 
That's  why  Republic 
National  Bank  Treas- 
urer Thomas  F.  Rob- 
ards  advocates  a  sim- 
ple approach:  "The 
most  explicit  quality 
technique  is  to  get  good 
staff  and  retain  them." 

The  pace  of  change 
in  financial  services 
makes  it  imperative  to 
stay  in  touch  with 
customers'  needs.  "You  can't  sit  still 
in  the  1990s  and  hope  to  stay  competi- 
tive," says  Daniel  R.  Gattis,  senior  vice- 
president  at  sei  Corp.  consultants.  So, 
while  miffed  customers  may  end  up 
switching  their  financial  companies,  at 
least  they  are  not  stuffing  their  money 
under  mattresses. 

By  Larry  Light,  with  Leah  Nathans 
Spiro  and  Suzanne  Woolley  in  New  York 
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How  do  you  plan  toke$ 
that's  moving  so  fast?  I 


If  you  are  responsible  for  guiding  a  major 
corporation  through  the  1990s,  it  must  seem 
that  new  concerns  are  being  added  to  your 
management  agenda  almost  daily. 

The  established  concepts  of  what  a  corpo- 
ration is  and  what  it  stands  for,  how  it  views  its 
product  mix,  where  and  how  it  produces  what 
it  sells,  where  it  sees  its  market  opportunities, 
who  it  views  as  partners  and  competitors,  how 
it  finances  its  present  and  future  growth,  how 
best  it  can  work  within  governmental  regu- 
lations and  policies-all  these  once-familiar 
parameters  are  changing  with  astonishing,  if 
not  alarming,  speed. 

All  this  must  seem  especially  true  if  your 
interests  are  international  in  scope. 

Dates  such  as  1992  and  1997  foretell  of 
major  changes  in  long-established  routines 
of  managing  the  forces  of  economics,  pro- 
tectivism,  finance  and  politics. 

The  words  "Pacific  Rim"  connote  more 
and  increasingly  vigorous  competition. 

And  the  echoes  of  political  upheavals  in 
every  corner  of  the  globe  are  certain  to  con- 
tinue reverberating  through  it  well  into  the 
next  century. 

The  constant  in  assessing  and  managing 
these  challenges,  of  course,  is  your  personal 
involvement.  Input  from  others  is  vital;  but 
in  the  end,  your  decisions  will  be  made  on 
i  he  basis  of  what  you  yourself  see  and  hear 


To  do  that,  you  have  to  be  there,  whether 
it  is  at  home  or  abroad,  and  for  as  long  and 
as  often  as  it  takes. 

This  is  where  the  Gulfstream  IV  can 
become  one  of  your  most  productive  manag- 
ment  tools;  and  the  broader  your  interests  a;;,  ? 
the  more  productive  it  can  become. 


fieadinaworld 


You  see,  wherever  your  business  takes  you, 
k :  Gulfstream  IV  can  take  you  there. 

Diis  amazing  business  jet  can  fly  you 
j  i  8, 10, 12  or  more  of  your  key  executives 
I  i  staff  nearly  5,000  statute  miles  non-stop, 
<|  jailing  or  exceeding  commercial  airline 
I  letables.The  Gulfstream  IV  gives  you 


global  access  with  uncompromised  timeliness, 
convenience  and  security. 

It  can  also  fly  shorter  trips  efficiently  and 
cost-effectively.  You  can  go  to  places  where 
airline  service  is  either  exhausting  or  extinct, 
often  visiting  several  locations  in  a  single  day, 
optimizing  your  time  and  energies. 

However  you  choose  to  use  the  Gulfstream 
iy  it  brings  unequalled  levels  of  performance, 
cabin  comfort  and  convenience,  engine  relia- 
bility, systems  dependability  and  technological 
advancement  to  every  trip  it  flies. 

We  have  a  videotape  presentation,  "The 
Gulfstream  IV:  an  overview," 'that  can  help 
bring  the  many  capabilities  of  this  remarkable 
airplane  into  sharper  focus  for  you. 

Robert  H.  Cooper,  Senior  Vice  President, 
Gulfstream  Marketing,  can  see  that  you  get  a 
copy  to  view  at  your  leisure.  We  only  ask  that 
you  send  your  request  on  your  company  let- 
terhead, addressing  it  to  him  at  Gulfstream 
Aerospace  Corporation,  PO.  Box  2206,  Mail 
Station  B-04,  Savannah, Georgia  31402  U.S.A. 

We  think  you  will  be  pleased 
that  you  added  it  to  your  agenda,  ^/g 

Gulfstream 
/lerospace 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 
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In  the  much- 
maligned 
insurance 
industry,  USAA 
is  garnering 
high  praise 


DISCIPLINE 
PAYS  OFF 


J  PROPERTY  I  CASUALTY 
INSURANCE  INDUSTRY 


PREMIUM  TREATMENT 
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Roger  Staubach,  the  former 
Dallas  Cowboys  quarterback, 
recalls  an  incident  that  marred 
his  Hawaiian  vacation  in  the 
mid-1970s.  His  wife,  Marianne, 
mislaid  the  Super  Bowl  pen- 
dant she  had  received  as  a 
memento  of  the  Cowboys'  victory  in  1972.  The 
Staubachs  filed  a  claim  with  their  insurance 
company,  United  Services  Automobile  Assn., 
and  within  days  had  a  check  for  nearly  $1,000. 
Years  later,  Marianne  found  the  pendant  in  a 
briefcase— and  promptly  repaid  the  money. 

Staubach's  tale  illustrates  how  speedy  service 
and  conscientious  customers  have  boosted  San 
Antonio-based  usaa 
to  the  top  of  an  oft- 
maligned  industry. 
"They  cut  through  all 
the  red  tape,"  says 
Staubach,  who  owns 
a  Dallas  real  estate 
business.  Member- 
owned  USAA,  which 
markets  everything 
from  car  insurance  to 
credit  cards  and  mu- 
tual funds,  earns 
such  praise  thanks  to 
a  blend  of  hands-on 
leadership,  high  tech- 
nology, and  enlight- 
ened employment 
practices.  It  also 
helps  to  have  a  loyal, 
low-risk  base  of  2.2  million  customers,  most  of 
whom  are  active  or  retired  military  officers  and 
their  dependents.  That  holds  down  losses  and 
marketing  costs— so  long  as  the  brass  get  good 
service.  "They're  used  to  getting  what  they 
want,"  says  Charles  A.  Bryan,  a  former  USAA  ex- 
ecutive and  now  national  director  of  casualty  ac- 
tuarial services  at  Ernst  &  Young. 

usaa  Chairman  Robert  F.  McDermott,  a  for- 
mer pilot  and  retired  Air  Force  brigadier  gener- 
al, clearly  relishes  giving  it  to  them.  Now  71,  he 
took  over  in  1968,  after  12  years  as  dean  of 
the  Air  Force  Academy,  and  installed  a  comput- 
er system  that  cut  processing  time  for  new  au- 
tomobile policies  from  13  days  to  3.  A  company 
that  depends  on  direct  mail  and  advertising  in- 
stead of  agents,  USAA  was  one  of  the  indus- 
try's first  to  use  800  numbers,  and  it  now  han- 
dles 95%  of  its  business  by  phone. 

That  was  just  the  beginning.  The  company 
pioneered  the  use  of  imaging  systems  that 
store  documents  on  optical  disks.  In  the  proper- 
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McDERMOTT  PRACTICES  "HIGH-TOUCH"  EMPLOYMENT 


ty  and  casualty  division  alone,  it  now  tai 
40,000  pages  of  mail  into  the  system  ii] 
usaa  keeps  only  5%  of  this  paper,  redtii 
filing  time  and  space.  Such  changes  save  j 
$5  million  annually.  And  a  USAA  represit 
tive  can  instantly  call  up  copies  of  lettersp;: 
icies,  and  other  documents  instead  of  mou;; 
a  paper  search. 

McDermott,  who  holds  an  MBA  from  Ha  a 
business  school,  doesn't  see  high  tech  as  a  ci>£, 
He's  equally  fervent  about  what  he  calls  of 
touch."  This  means  preserving  a  no-layoff  ]  lie 
that  dates  back  to  uSAA's  founding  in  19!  ( 
Army  officers  who  had  trouble  buying  auto  is: 
ranee.  The  company  spends  heavily  on  trainii  fc 
its  14,000  worker  an 
typically  pronu 
from  within.  ItsS&  . 
acre  campus  incdt 
subsidized  cafeds 
and  a  health  clu  r. 
slow  turnover  a:on 
its  mostly  femalieri- 
ployees,   USAA  ha 
moved  70%  of  itsfla  " 
to  a  38-hour,  fouda 
workweek.  The  in 
over  rate  is  7%,w 
trasted  to  40%>lu  ! 
when      McDer  oi 
came,    or   appbx  l 
mately  half  the  ilu:  * 
try  average. 

One  of  UJA 
biggest  challenge  i 
to  keep  improving.  Already  one  of  the  iijus 
try's  lowest-cost  providers,  USAA  has  incrtse 
the  assets  it  owns  and  manages  by  some  :0 
since  1985,  to  more  than  $20  billion.  Its  proei 
ty  and  casualty  unit  loses  only  about  2%  <  I 
customers  a  year  vs.  an  industry  avera^ 
10%,  says  Robert  J.  Arvanitis,  senior  vice- e 
ident  at  insurance  analyst  Conning  &  Co. 

To  keep  employees  focused  on  improver  n 
usaa  has  a  system  for  rating  individual  I 
group  performance.  This  "Family  of  Measie: 
tracks  indicators  for  various  jobs.  Policy-seat 
representatives  are  scored  on  such  factoi  I 
the  quality  of  phone  calls— as  determined  b;ai 
ditors  who  periodically  monitor  them— anch 
number  of  transactions  per  hour.  "What  v'r 
trying  to  have  is  a  teaching  and  coaching  >o 
We're  not  looking  to  find  fault,"  says  Gera  1 
Gass,  director  of  quality  measurement  awrr. 
provement.  But  then,  at  usaa,  there  mayio 
be  much  fault  to  find. 

By  Wendy  Zellner  in  San  An  H 
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the  image  specialist. 

For  more  information  write: 
Mita  Copystar  America,  Inc., 
PO  Box  3900.  Peoria,  Illinois 
61614,  or  call  1  -800-ABC-MITA. 
©  1991  Mita  Copystar,  Inc. 
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THEIR  WISH 
IS  YOUR  COMMAND 


As  price  and  product  ranges  narrow,  retailers  find  they  must  woo  customers  on  service  above  j 


Robert  Salerno,  44, 
fondly  remembers 
shopping   with  his 
family  at  Jenung's, 
the  small  department 
store   in  Peekskill, 
N.Y.,  where  he  grew 
up.  There,  the  salesman  greeted  him 
and  his  parents  by  name  and  practical- 
ly by  shirt  size.  "They  knew  evei  y 
i  ustomer  and  what  he  or  she  want- 
i  1,"  says  Salerno,  a  partner  in  the  Na- 
al  Retail  Consulting  Group  at  Coop- 
1  Lybrand. 
A.  America  prospered  in  the  post- 
war years,  retailers  found  they  could 
skimp  on  such  service  without  losing 
customers  Even  mediocre  stores  ben- 
efited as  a  population  boom  and  a  sus- 
tained rise  in  incomes  pushed  up  de- 


mand. But  things  are  coming  full  circle. 
Because  of  slow  growth  in  population 
and  incomes,  retail  sales  in  the  first 
half  of  the  1990s  may  rise  only  1.5% 
annually  in  real  terms,  says  economist 
Carl  Steidtmann  of  Management  Hori- 
zons, a  consulting  firm  in  Columbus, 
Ohio.  That's  half  the  real  growth  rate 
in  the  1980s.  Customers  now  look  like 
a  precious  commodity.  And  service 
again  seems  crucial,  especially  since 
stores  often  carry  the  same  products 
at  the  same  price.  "Quality  of  service  is 
the  way  to  differentiate  your  store," 
says  Leonard  Berry,  a  marketing  pro- 
fessor at  Texas  A&M  University. 

The  problem  is  that  the  definition  of 
quality  in  retailing  is  broader  than 
ever.  Go  to  the  IKEA  furniture  store  in 
Elizabeth,  N.J.,  for  example:  You'll 


find  the  checkout  lines  long  and.h 
furniture  hardly  of  heirloom  qugtj 
But  for  shoppers  such  as  Chris 
nosh,  a  dietician  from  Plainfield,  ijJ. 
the  low  prices  more  than  make  ujfo 
it.  Patnosh  says:  "We  don't  look  athi 
stuff  as  a  long-term  investment." 


On  the  other  side  of  the  reten 
universe  is  Bergdorf-Goodn 
new  men's  store  in  Manhaai 
To  soften  the  blow  of  $2,000  price  ig 
for  suits,  Bergdorfs  offers  carri?e 
trade  service  that  includes  senn 
salespeople  to  measure  a  customc  l 
his  office.  And  a  golf  pro  is  on  har  a 
the  store  to  offer  clients  tips,  witbh 
help  of  an  indoor  putting  green. 

More  the  norm  these  days  is  Aw 
ta-based  Home  Depot  Inc.  The  $£M1 
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retailer  is  expanding  its  chain  of 
.  home-improvement  and  hardware 
s  by  25%  a  year.  Founded  in  1978, 
w  has  140  stores,  each  stocking 
any  as  30,000  items  for  customers 
plan  to  lay  down  linoleum,  mod- 
;e  kitchens,  build  decks,  replace 
ig,  or  launch  hundreds  of  other 
•cts.  The  company  guarantees  full 
ids,  no  questions  asked,  to  dissat- 
1  customers.  And  a  smile 
is  with  it. 

p  provide  quality  service 
keep  returns  down,  sales- 
le— often  recruited  from  the 
3  of  carpenters  and  electri- 
— are  encouraged  to  spend 
he  time  needed  with  cus- 
rs,  even  if  it  takes  hours, 
re  salespeople  start,  they 

learn  about  every  item  in 

aisle  of  the  store— and  in 
wo  aisles  adjacent.  Period- 
isses  on  new  products  are 
least  over  an  internal  tele- 
n  system,  and  suppliers 
updates  on  new  wares.  In 
sawdust  roadshow,"  power- 
•nakers  recently  introduced 

drills  and  circular  saws, 
e  Depot  also  regularly  of- 
customers  free  demonstra- 

of  everything  from  install- 
omplete  kitchens  to  simple 
bing  repairs. 

her  stores  have  other  ways 
eate  a  good  impression.  For 
f  fee,  IKEA  provides  lock- 
vhere  shoppers  can  dump 
bags  and  coats.  And  small 
les  have  helped  Randall's 
Markets  Inc.,  a  family-run 
i  of  supermarkets  in 
;ton,  grow  to  $1  bil- 
in  sales  in  25  years, 
rooms  are  in  the 
not  buried  in  the 
in  some  storage  area. 
Dmers  find  paper  tow- 
t  the  meat  counter  in 
they  get  their  hands 
"It's  a  hundred  little 
;s,"  says  President  R. 
lall  Onstead  Jr. 
;yond  such  flourishes, 
lology  is  becoming  vastly  more 
rtant.  Take  a  simple  touch  at  J.  C. 
tey  Co.'s  catalog  division,  which 
70  million  calls  a  year  for  thou- 
s  of  products.  Programmers 
>ed  the  catalog  for  all  items  that 
'  batteries.  Then  they  programmed 
ystem  so  that  every  time  an  oper- 
punches  in  an  order,  a  flashing 
age  identifies  which  batteries  are 
ed.  Now,  items  that  need  them 
sold  with  batteries  more  than  90% 
e  time.  That's  convenient  for  gus- 
ts—and  good  for  Penney's,  whose 


high-margin  battery  sales,  once  negli- 
gible, now  top  $1  million  a  year. 

Technology  can  also  help  solve  lots 
of  nagging  problems.  Slow  checkouts 
are  a  huge  cause  of  lost  sales  in  dis- 
count stores  and  supermarkets.  One 
study  showed  that  when  more  than 
four  people  are  in  line  at  a  checkout, 
there's  a  high  probability  the  fifth 
shopper  in  line  will  just  leave.  As 


SHOPPER 


IS  AN  OLD 


STORY  AT 
BERGDORF- 
GOODMAN 


Coopers  &  Lybrand's  Sa- 
lerno puts  it,  "you  can  only 
read  the  National  Enquirer 
in  line  for  so  long."  Hun- 
dreds of  thousands  of 
stores  now  rely  on  scan- 
ners that  automatically 
read  bar  codes,  record  prices,  and  print 
out  an  itemized  bill.  The  scanners  are  a 
powerful  inventory  tool,  and  compa- 
nies such  as  A.  C.  Nielsen  Co.  can  gath- 
er the  data  and  sell  it  to  manufacturers 
who  want  to  see  how  their  promotions 
and  ads  affect  sales. 

For  many  retailers,  in  fact,  technolo- 
gy has  become  a  competitive  weapon. 
Superior  technology  keeps  operating 
expenses  at  16%  of  sales  at  Wal-Mart 
Stores  Inc.,  well  below  Kmart  Corp.'s 
20%.  One  example  of  Wal-Mart  savvy: 
Retail  Link,  a  program  using  bar  code 


data  and  satellite  transmission  to  share 
sales  trends  and  inventory  levels  with 
suppliers  so  that  shelves  can  be  re- 
stocked swiftly  and  at  the  lowest  pos- 
sible cost. 

But  Kmart  is  catching  up  with  a 
$2.5  billion  program.  A  satellite  sys- 
tem takes  seconds  to  approve  credit- 
card  purchases,  vs.  minutes  for  phon- 
ing in  a  credit  check.  With  the  old 
approach,  "you  would  discourage 
exactly  those  customers  you 
wanted  to  encourage,"  says  Da- 
vid Carlson,  Kmart's  manager 
of  information  systems.  Another 
innovation:  Clerks  use  a  hand 
scanner  daily  to  count  items  on 
shelves.  Instead  of  reordering 
once  a  week,  a  clerk  can  scan 
the  bar  code  at  the  shelf,  get 
inventory  data  instantly,  and  de- 
cide on  the  spot  to  reorder. 

For  retailers,  the  next  step 
may  be  to  use  technology 
to  scope  out  fashion  trends 
and  forge  closer  customer  rela- 
tions. Coopers  &  Lybrand  is 
developing  software  dubbed 
Wisdom  that  could  incorporate 
videotapes  of  street  fashions  in 
Paris  and  Tokyo  and  magazine 
articles  on  trends  to  help  retail- 
ers analyze  changes  in  apparel 
worldwide. 

Meanwhile,  an  industry  group, 
the  Textile  Clothing  Technology 
Corp.,  is  trying  to  develop  a 
technique  to  make  suits  to  or- 
der almost  as  cheaply  as  ready- 
made  suits  that  need  alterations. 
A  customer  would  step  into  a 
booth,  a  computer  would  scan 
his  measurements  in  seconds, 
and  within  two  weeks,  the  store, 
thanks  to  computer-aided  ma- 
chinery that  measures  and  cuts 
fabrics,  would  deliver  the  suit. 
"We  could  be  doing  this  in  three  years," 
says  Textile  Clothing  President  Dean 
Vought.  Customers  could  then  have 
their  computerized  measurements  im- 
printed on  a  smart  card  for  use  in  all 
of  their  apparel  purchases. 

At  Barney's  New  York  Inc.,  sales- 
people already  track  the  purchases  of 
regular  shoppers  on  computer— to  fig- 
ure out,  for  instance,  when  a  customer 
might  want  more  shirts  made.  When 
the  time  arrives,  they'll  drop  a  hand- 
written note  to  the  client.  Coopers  & 
Lybrand's  Salerno  has  gotten  such 
notes  and  says  they  make  it  easier  for 
him  to  shop  at  Barney's.  It's  not  like 
the  retailer  of  old  who  knew  all  the 
faces  and  hat  sizes  on  Main  Street. 
Still,  it  could  be  a  start. 

By  Christopher  Power  and  Laura 
Zinn  in  New  York 
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SERVICES 

I        RETAILING  I 


MAIL-ORDER 
MADNESS 


Need  a  PC  at  3  a.m.?  Just  pick  up  the  phone 


Tim  Bailey,  a  46-year- 
old  marketing  execu- 
tive from  Concord, 
Mass.,  still  fumes 
over  the  hassles  he 
went  through  with 
his  last  personal  com- 
puter, a  $2,500  clone  his  brother  picked 
out  for  him  in  1986.  It  took  the  pair  of 
them  four  and  a  half  hours,  fumbling 
through  a  stack  of  boxes  and  cables, 
before  they  had  it  up  and  running. 

In  July,  after  deciding  on  a  new  PC, 
Bailey  became  a  convert  to  mail  order. 
By  phone,  he  ordered  an  $1,895  Gate- 
way 2000  PC.  It  arrived  with  software 
and  communications  gear  installed.  He 
plugged  in  four  cables,  flipped  the 
switch,  and  the  machine  was  up  and 
humming.  Total  installation  time:  Two 
minutes.  What's  more,  Gateway  2000 
Inc.  included  an  unexpected  addition— 
the  very  latest  Microsoft  DOS  5.0  oper- 
ating software.  "This  is  one  of  those 
good  experiences,"  Bailey  says. 

Such  satisfaction  is  propelling  the 
boom  in  mail-order  computers,  which 
now  account  for  an  estimated  22%  of 
the  $29  billion-a-year  market  for  per- 
sonal computers  and  peripherals.  In 
fact,  computer  suppliers  lead  the  mail- 
order business  in  sales  growth,  accord- 
ing to  Maxwell  Sroge,  a  Chicago-based 
catalog  consultant. 

To  be  sure,  some  mail-order  custom- 
ers have  been  burned  by  operators  who 
have  shipped  shoddy  equipment  or  sim- 
ply disappeared.  But  the  attractions  of 
mail  order  are  too  powerful  to  resist. 
Price,  obviously,  is  one.  Mail-order  oper- 
ators don't  have  the  expense  of  run- 
ning stores,  and  their  huge  volumes 
guarantee  some  of  the  best  prices  from 
the  component  manufacturers  on  whom 
they  rely.  As  a  result,  prices  can  run 
']()%  below  the  list  price  on  store-mar- 
keted major  brands. 

Still,  for  customers  of  reputable  deal- 
ers, helpful  salespeople,  fast  deliveries, 
and  a  policy  of  hassle-free  returns  are 
now  as  much  a  part  of  the  attraction  of 
mail  order  as  low  price.  That  became 
clear  this  year  when  pioneer  Dell  Com- 


puter Corp.,  with  $546  million  in  sales, 
topped  J.  D.  Power  &  Associates'  first  PC 
customer  satisfaction  survey.  Mail-order 
suppliers  "are  offering  what  customers 
care  about:  attention,"  says  Valarie  Zei- 
thaml,  a  Duke  University  researcher  in 
service  quality. 

The  PC-by-mail  business  relies  on  ad- 
vanced communications  and  computer 
services.  Tiny  Austin  Computer  Systems 
Inc.,  a  $40  million  mail-order  company, 
lets  customers  track  the  status  of  their 
order  by  permitting  them  to  tap  into 
its  production  and  shipping  files  via  their 
own  computers  and  a  modem.  And  al- 


(N.  H.)  supplier  with  an  estimated  Jfti 
million  in  sales.  Three  years  ag°>BI(.rni 
Connection  set  out  to  slash  the  tte- 
days  it  took  to  ship  an  order.  A  seid  - 
warehouse  at  a  private  Ohio  air*; 
run  by  Airborne  Express  inaugum: 
overnight  service  for  orders  placed 
9  p.m.  Eastern  Standard  Time. 

Still,  next-day  delivery  didn't  c| 
with  Western  customers  or  withf 
hard  hackers  who  ply  the  keybo 
until  the  wee  hours.  Mac  Conned 
found  that  parts  were  being  ordl 
late  into  the  night.  So,  in  June,  19» 
revamped  its  processing  systemsBl| 
again.  Now,  a  computer  whiz  wift 
balky  disk  drive  can  order  a  repfc 
ment  at  3  a.m.  Eastern  time  anow 
ceive  it  by  4  p.m.  that  same  day.  I 

To  speed  up  the  order-taking,  M 
Connection  has  also  relied  on  anid: 
vanced  phone-network  feature  thatl 
salespeople  complete  an  order  inp 
seconds.  Called  Caller  Identificafp 
the  service  strips  information  fronlfc -: 
coming  calls  to  identify  the  caller  np 
a  list  of  previous  customers.  As  an 
suit,  Mac  Connection  salespeople  dH 


MAC  CONNECTION  DELIVERS  OVERNIGHT,  THANKS  TO  ITS  AIRBORNE  LINK 


though  jdr  Microdevices  Inc.,  a  small 
seller  of  computer  supplies  in  San  Jose, 
Calif.,  can't  afford  to  give  technical  ad- 
vice 24  hours  a  day,  it  set  up  an  elec- 
tronic bulletin  board  so  its  customers 
can  leave  technical  questions  after  hours. 
The  answers  come  back  overnight. 

In  a  market  where  shipments  nor- 
mally take  a  week  or  more,  Dell  re- 
cently began  same-day  delivery  of  its 
most  popular  machines.  But  even  Dell 
has  a  way  to  go  to  match  software  and 
parts  supplier  Mac  Connection,  a  divi- 
sion of  PC  Connection  Inc.,  a  Marlow 


need  to  type  in  details  such  as  cret- 
card  number  and  address. 

With  new  rivals  popping  up  ft 
mail-order  companies  will  have  to  vwb 
even  harder  to  stay  in  tune  with  <s- 
tomers.  Some  already  send  out  th£K- 
you  notes,  and  customers  are  staiiig 
to  expect  even  more.  New  mail-or?r 
buyer  Bailey  wonders  why  he  wa 't 
personally  called  after  his  delivery** 
make  sure  everything  went  O.  K. 
such  a  call,  Bailey  says  coyly,  he  miit 
have  ordered  a  printer,  too. 

By  Gary  Mc  Williams  in  Bom 
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It  can  help  you  keep  the  tables  from  turning. 

Let's  say  you  didn't  have  a  Day  Runner  Personal  Organizer.  Could  you  possibly  identify 
:aknesses  that  you  need  to  shore  up?  Keep  track  of  what  commitments  came  out  of  which 
nversation?  Remember  whether  you  really  want  to  keep  your  next  appointment  waiting? 

Maybe.  But  if  you  can't,  what  makes  you  think  that  hot  shot  on  BtiS^^HnWEtt 
i  other  side  of  the  desk  is  going  to  give  you  an  inch?  personal  organizers 

You'll  find  Day  Runnel's  in  office  products  stores,  specialty  shops,  department  stores,  and  the  hands  of  people  everywhere  who  are  determined  to  stay  on  top. 
For  more  information-like  where  to  find  a  nearby  Pay  Runner  dealer-call  800  635-5544.  In  Canada,  call  800  668-4575.  ©1991  Day  Runner,  Inc. 


Those  who  knew  him  called  him  Doc. 
And  while  some  of  us  devote  our  passions  to  our 
careers  or  our  homes  or  cars,  George  "Doc"  Sutton  devoted 
his  passion  to  birds. 

His  friends  were  the  neglected  and  the  endangered. 
His  adversaries,  carelessness  and  ignorance. 

Through  his  teaching 
and  research,  through  his 
writing  and  painting,  and 
through  his  vision,  he 
created  awareness  of  birds 
as  precious  environmental 
barometers. 

And  that  awareness 
created  change:  the  bald 
eagle,  only  10  years  ago 
battling  extinction,  is  now 
increasing  in  number  in 
the  United  States.  And  the 
efforts  for  eagles  and  other  birds  continue. 

Phillips  Petroleum  is  privileged  to  keep  the  spirit 
of  Doc  alive  with  an  ongoing  commitment  to  the  George 
Miksch  Sutton  Avian  Research  Center. 

PHILLIPS  PETROLEUM  COMPANY© 


Formore  information,  contact  the  George  Miksch  Sutton  Avian  Research  Center,  Inc.,  P.O.  Box2007,  Bartlesville,  Oklahoma  74005. 


QUALITY 


UALITY  IN  PUBLIC  INSTI- 

utions  seemed  to  go  by 
tie  board  long  ago.  But 
lassive  budget  deficits, 
ublic  angst  over  unre- 
ponsive  government, 
nd  a  crisis  in  education 
re  making  quality  the 
ew  buzzword  for 
undreds  of  taxpayer- 
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Even  Uncle  Sam  is  starting  to  see  the  light  1 32 
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It's  early,  but  reform  plans  already  look  promising  1 40 

COLLEGES 

Mapping  out  a  new  curriculum  for  universities  1 44 


supported  enterprises. 
Federal,  state,  and  local 
governments  are  grop- 
ing for  ways  to  provide 
better  service,  or  at 
least  service  with  a 
smile.  And  schools  are 
trying  to  give  children 
the  tools  they  need  in  a 
more  competitive  world 
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EVEN  UNCLE  SAM  IS 
STARTING  TO  SEE  THE  LIGHT 


b  di 


And  so  are  state  and  local  governments,  groaning  under  ever-bigger  deficits 


Profligate  legislators. 
Arrogant  bureau- 
crats. Poor  service. 
Toilet  seats  at  $640 
apiece,  and  coffee 
makers  at  $7,600. 
Hardly  anyone  would 
equate  government  with  quality.  But 
that  could  change  in  the  1990s.  Unlike- 
ly as  it  seems,  quality— the  mantra  in 
(  orporate  America  for  a  decade— is 
gaining  adherents  in  the  public  arena. 
Many  federal,  state,  and  local  officials 


are  embracing  the  principles  of  such 
quality  messiahs  as  W.  Edwards  Dem- 
ing  and  Joseph  M.  Juran.  Even  uni- 
versities and  public  schools  are  join- 
ing in. 

Why  quality?  And  why  now?  Large- 
ly because  the  federal  government  is 
laboring  under  a  $300  billion  deficit, 
and  state  and  local  governments  are 
$40  billion  or  more  in  hock.  At  the 
same  time,  the  total  personal  tax  rate 
is  at  a  postwar  high  (chart).  True,  re- 
cession has  magnified  these  problems. 


But  even  when  the  economy  recre 
the  fiscal  mess  will  linger.  Qualitir 
be  one  of  the  best  ways  to  compip 
—to  deliver  better  services  morco 
effectively. 

Even  at  well-to-do  institutions 
as  the  Pentagon,  "the  wolf  is 
door,"  says  Lieutenant  General  Cjrl 
McCausland,  director  of  the  D<pn 
Logistics  Agency,  which  oversale 
fense  contracts  and  manages  logt« 
services.  Well  before  the  Soviee 
pire  collapsed,  Defense's  budge|w 


ence 
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;ed  to  shrink  by  an  inflation-ad  just- 
25%  by  1996.  "If  we're  going  to  stay 
business  and  be  there  when  the 
ops  need  us,"  McCausland  adds,  "we 
re  to  stay  competitive." 
?ar  more  than  money  is  at  stake, 
ginning  in  the  1970s,  U.  S.  auto  com- 
lies,  toolmakers,  and  other  manu- 
turers  drove  away  customers  with 
iducts  that  compared  poorly  with 
)ds  made  in  Japan,  Germany,  and 
jwhere.  These  days,  it's  government 
t  has  alienated  its  customers, 
le  goal  of  the  quality  move- 
nt is  increasing  confidence  in  24 
rernment,"  says  F.  Joseph  Sen- 
lbrenner,  former  mayor  of 
dison,  Wis.  Otherwise,  the  sor- 
spectacle  of  government  in- 
npetence  will  accelerate  a  vi- 
us  cycle.  Tax  rebellions  lead 
service  cuts.  Poor  service  fuels 
er  disgust.  And  then  it  all  hap- 
is  again. 

tn  general,  improving  quality 
government  services  involves 


the  same  steps  as  in  the  private  sector. 
It  means  "paying  attention  to  the  pro- 
cess, involving  employees  in  the  pro- 
cess, paying  attention  to  the  customer," 
says  Michael  Barzelay,  professor  of 
public  policy  at  Harvard's  John  F.  Ken- 
nedy School  of  Government.  An  em- 
phasis on  quality  and  productivity 
should  result  in  a  more  flexible,  more 
citizen-oriented  bureaucracy. 

Still,  quality  can  have  vastly  differ- 
ent meanings  to  various  public-sector 

A  RACE  AGAINST  TIME 


Rising  tax  rates  pressure  government 
to  deliver  more  bang  for  the  buck 
in  public  services 


'62      '65  7  0  75 

A  PERCENT     -INCLUDES  FEDERAL,  STATE,  AND  LOCAL  TAXES 


'80  '85 
DATA:  CARROLL  McENTEE  8  MtGINLEY  INC. 


constituents.  To  real  estate  develop- 
ers, it  might  mean  fast  approvals  for 
projects.  To  a  local  neighborhood 
group,  it  might  mean  a  public  agency 
that  weighs  their  concerns  about  a  de- 
veloper's plans.  And,  of  course,  even 
though  politicians  may  sincerely  want 
greater  efficiency,  political  survival  of- 
ten intrudes:  A  public-sector  job  is  a 
time-tested  way  to  reward  friends  and 
build  a  power  base.  To  some  pols,  the 
fatter  the  payroll,  the  better. 

Beyond  all  that,  the  sheer  size 
of  the  task  of  applying  quality  to 
government  is  daunting.  The  fed- 
eral government  spends  more  than 
$1  trillion  annually  and  is  the  na- 
tion's largest  employer.  State  and 
local  government  form  a  $500  bil- 
lion business  with  14  million  em- 
ployees and  80,000  operating  units, 
according  to  Marc  Zegans,  former- 
ly executive  director  of  the  Inno- 
vations in  State  &  Local  Govern- 
ment program  at  Harvard. 
Improving  quality  often  requires 
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THE  PUBLIC  SECTOR 


big  investments  in  such  equipment  as 
computers  and  custom-designed  soft- 
ware. In  an  era  of  tight  budgets,  it  can 
be  hard  to  find  the  money.  All  in  all, 
it's  an  incredibly  tough  slog  to  install 
genuine  quality  programs  in  a  public 
enterprise. 

Many  are  trying,  nonetheless.  The 
Defense  Dept.  has  been  in  the  fore- 
front. The  Defense  Logistics  Agency 
monitors  30,000  contractors  and  over- 


sees 500,000  contracts  worth  $750  bil- 
lion. It  is  still  plagued  by  multibillion- 
dollar  cost  overruns,  but  it  is  making 
headway  against  some  problems.  Its 
in-plant  quality-evaluation  program, 
which  stresses  teamwork  and  uses  so- 
phisticated data-analysis  techniques, 
has  cut  down  on  contractor  mistakes. 
Over  the  past  three  years,  DLA  con- 
tract managers  and  employees  at  a 
Rockwell  International  Corp.  plant  in 


Duluth,  Ga.,  which  makes  Hellfire 
to-ground  missiles,  cut  the  number 
parts  that  failed  to  meet  specificati< 
by  80%.  They're  building  a  more  r 
able  product  the  first  time  around  £ 
saving  Rockwell  $40  million  to  boot 
The  federal  government  formali; 
its  quality  drive  in  1988  by  establish  4 
the  Federal  Quality  Institute  (fqi). 
acts  as  a  resource  center  to  push 
Edwards  Deming's  approach  to  to 


THE  NAVY 
TRIES  TO 
GET  ITS 
SHIP  IN 
SHAPE 


With  defense 
budgets  set  to 
shrink,  'this 
is  the  most 
eful  tool  you 
cind'  to 
(  verhead 


ON  THE  THEODORE  ROOSEVELT:  AN  ASSAULT  ON  QUALITY 

Two  years  ago,  Shop  64  at 
Virginia's  Norfolk  Naval 
Shipyard  was  falling  behind 
on  its  asbestos  removal 
work.  Only  mechanics  who 
had  recently  been  specially 
trained  could  do  the  job,  but 
sometimes  none  were  available.  The  work 
would  languish  for  days  while  a  mechanic  was 
rushed  through  training.  So,  planners  spent 
three  weeks  charting  a  yearlong  workload  fore- 
cast and  meshing  it  with  the  training  schedules. 
The  result:  A  qualified  mechanic  is  always 
available— and  repair-  delays  have  ceased. 

From  shipyards  to  battlegroups  at  sea, 
the  Navy  is  pulling  out  the  stops  to  cut 
costs  and  improve  the  quality  of  its  goods 
and  services.  It  launched  its  effort  in  the 
early  1980s  and  has  been  a  standout  in  the 
federal  government's  campaign.  The  Naval 
Air  Systems  Command  in  Crystal  City,  Va., 
was  the  first  recipient,  in  1989,  of  the 
President's  Award  for  Quality— the  federal 
equivalent  of  the  Baldrige  Award. 

With  the  Navy's  budget  set  to  shrink  dra- 
matically over  the  next  five  years,  the  quality 
drive  has  a  new  urgency.  "This  is  the  most 
useful  tool  you  can  find"  to  cut  overhead, 
says  Navy  Under  Secretary  J.  Daniel  How- 
ard. Eliminating  paperwork  and  purchasing 
spare  parts  directly  from  subcontractors 


helped  the  Naval  Aiij! 
Systems  Command  savq 
$1.8  billion  in  1988.  At  the 
Norfolk  yard,  officials  say 
all  major  ship  repair  jobs 
so  far  this  year  were  com 
pleted  on  time,  compared 
with  just  70%  in  1987.  And 
the  careful  analysis  of  work, 
processes  has  yielded  somef 
less  tangible  benefits.! 
"Before  TQM  [total  quality! 
management],  the  common! 
view  was  that  mechanics 
check  their  brains  at  the 
gate  when  they  come  to 
work,"  says  Robyn  Kamer- 
ling,  a  boatbuilder-mechanid 
in  Shop  64.  "Now  if  there's) 
a  problem,  supervisors  of- 
ten go  to  the  mechanics  [fo 
advice].  That  really  builds  up  morale." 

The  Navy's  effort  started  with  the  work 
of  research  psychologists  at  a  Navy  think 
tank  who  were  influenced  by  W.  Edwards) 
Deming.  The  top  brass  signed  on,  and  now 
thousands  of  commanding  officers  and  their 
civilian  counterparts  are  shipping  out  to 
week-long  TQM  seminars. 

But  the  Navy  still  has  a  long  way  to  go. 
Although  quality  initiatives  have  sprouted  at 
largely  civilian-staffed  shipyards  and  other' 
support  facilities,  specialists  are  wrestling  with 
the  problems  of  making  TQM  work  at  sea. 

One  big  hurdle:  the  rigid  military 
hierarchy,  which  doesn't  easily  ac- 
commodate an  upward  flow  of  ideas 
or  cooperative  problem-solving.  "There's  a 
big  fear  of  this  being  another  touchy-feely 
program,"  says  Lieutenant  Russ  Farmer,  a 
quality  specialist  on  the  aircraft  carrier  USS 
Theodore  Roosevelt.  But  the  tr's  skipper, 
Captain  Charles  S.  Abbot,  says  he's  a  "fan" 
of  the  method,  and  he  plans  to  implement 
TQM  training  when  the  carrier  goes  to  the 
shipyard  for  repairs  this  fall.  With  the  com- 
manding officer  behind  the  effort,  winning 
over  the  carrier's  5,500  officers  and  enlisted 
men  should  be  a  snap. 

By  Amy  Borrus  on  the  USS  Theodore  Roose- 
velt and  in  Portsmouth,  Va, 
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Office  Help  That  Works 
Through  Lunch. 


The  new  Samsung  FX2200  will  also  come  Automatic  FAX/TEL  function  with  out- 

in  early  and  stay  late.  Without  complain-  going  message.  Ten-sheet  document 

ing.  Without  asking  for  a  raise.  feeder.  Plus  one  more  terrific  feature:  a 

And  if  you're  a  small  business  with  big  terrific  price, 

ambitions,  you  need  a  fax  this  good.  And  the  FX2200  is  just  one  of 

Especially  in  today's  fast-paced  busi-  Samsung's  new  line  of  sleek  and  stylish 

ness  environment  when  speed  is  of  the  fax  machines.  Which  means  there's  one 

essence,  and  overnight  delivery  services  that's  right  for  your  business, 

just  aren't  fast  enough.  For  more  information,  just  visit  your 

With  the  Samsung  FX2200,  you  get  nearest  Samsung  dealer, 

important  features  like  one-touch  dialing  >  Isn't  it  reassuring  to  know  that  while 

for  1 0  locations.  Automatic  paper  cutting.  you're  out  having  lunch,  one  of  your  most 

Telephone  answering  machine  interfaced  valuable  employees  is  working  through  it? 

Samsung  Electronics  America,  Inc.,  301  Mayhill  Street  Saddle  Brook,  NJ  07662  (201 )  587-9600  Fax  (201 )  587-91  78 

eg  SAMSUNG 

Electronics  V 

Technology  that  works  for  life. 


THE  PUBLIC  SECTOR 


quality  management,  and  the  ideas  of 
other  quality  gurus,  throughout  the 
bureaucracy.  The  Internal  Revenue 
Service  began  its  quality  improvement 
drive  in  1986.  Its  Ogden  Service  Cen- 
ter in  Utah,  for  example,  received  the 
federal  government's  Quality  Improve- 
ment Prototype  Award  in  1989.  This 
was  for  a  program  that  helped  save 
more  than  $11  million  and  reduced  by 
14%  the  amount  of  mail  that  never 


got  to  taxpayers  according  to  the  FQI. 

Many  states,  including  Oregon,  Ar- 
kansas, and  Minnesota,  are  pushing  for 
quality  in  government,  too.  Florida 
Governor  Lawton  Chiles,  a  former 
U.  S.  senator,  seems  determined  to  re- 
form his  state's  government.  He  has 
appointed  a  commission  charged  with 
bringing  a  "customer-driven"  philoso- 
phy to  government.  Chiles  has  insti- 
tuted quality-training  sessions  at  13 


state  agencies.  And  he  has  persiifr 
legislators  to  review  the  state's  cm 
civil-service  program  next  Aprilfi 
governor  wants  to  create  a  simflfio 
system  with  fewer  classifications^ 
will  give  managers  more  flexibilil" 

Despite  Chiles's  lofty  ambitionB» 
quality  movement  is  largely  bumi 
small  victories.  Government  isB* 
beginning  the  quality  process," 
Janet  K.  O'Neill,  manager  of  new 


WHEN 
CITY  HALL 
LEARNS 
TO  THINK 
LIKE  A 
BUSINESS 


Adopting 
private-sector 
techniques  may 
;.lp  make 
Portland  a  more 
able  city 


Like  citizens  everywhere, 
Portland  (Ore.)  residents 
grumble  about  their  gov- 
ernment. Many  are  embar- 
rassed by  Mayor  J.  E.  Bud 
Clark,  a  bar  owner  who 
wears  lederhosen  to  meet- 
ings. Others  worry  about  the  city's  more 
than  $600  million  in  unfunded  pension-fund 
liabilities.  And  Portland,  like  any  major  city, 
is  plagued  by  a  high  crime  rate,  drugs,  and 
street  gangs. 

Still,  the  quality  of  life  in  Portland  is 
better  than  most,  and  that's  not  just  be- 
cause of  its  many  rose  gardens  and  stun- 
ning views  of  Mount  Hood.  Portland  is  on 
the  cutting  edge  of 
quality  in  municipal 
government. 

Its  departments 
use  techniques  that 
are  common  in  the 
private  sector  but  the 
exception  at  city  hall. 
The  water  bureau,  for 
example,  does  cus- 
tomer surveys.  A  re- 
organization in  the 
sewer  department 
has  engineers,  plan- 
ners, and  policy-mak- 
ers working  on  proj- 
ects together,  instead 
of  each  going  their 
own  way  indepen- 
dently. Workers  in 
the  city  print  shop 
share  profits  if  their 
productivity  rises. 
"The  Portland  city 
government  is  very  open  to  change  and  bet- 
ter ways  of  doing  things,"  says  Ruth  Scott, 
executive  director  of  the  Association  for 
Portland  Progress,  a  downtown  business 
group  with  considerable  civic  clout. 

In  fact,  Portland  will  soon  start  publishing 
an  annual  report  that  tells  citizens  how  each 
of  the  city's  six  major  departments  is  doing. 
It  will  also  survey  citizens  to  find  out  how 
they  like  government  services.  "Businesses 
generally  have  a  bottom  line,  a  profit  mea- 
sure, while  government  doesn't,"  says  Rich- 


ard C.  Tracy,  the  city's  director  of  aud 
"So,  we  have  to  define  what  our  goals 
for  each  service  and . . .  make  governing 
more  accountable  to  the  public." 

The  revolution  is  being  led  by  an  unli 
ly  group:  the  green-eyeshade  brigade 
Tracy's  office.  In  1983,  Portland  was  onei 
the  first  cities  to  begin  "performance"  au(i 
ing.  Instead  of  just  making  sure  expert- 
tures  and  revenues  match  up,  the  deps,- 
ment  judges  whether  services  are  effect! 
and  efficient.  For  instance,  auditors  recci 
mended  pressure-testing  streets,  or  meas- 
ing  the  density  of  a  roadbed  just  after  it 
been  laid  and  rolled,  because  doing  it  ri^f 
may  avoid  costly  repairs  later  on. 

It  hasn't  all  gee 
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SOME  PORTLAND  COPS  ARE  ON  BICYCLES 


smoothly.  Quality  s 
"much  harder 
measure,  and  nu 
threatening,  both 
management  a 
staff,  because  it 
fleets  personally 
them,"  says  Trai 
But  several  officis 
such  as  Tom  Pott 
chief  of  police,  hafclt; 
become  missionaril  teem 
Potter  is  attempts 
to  replace  the  poh 
force's  stereotypifl  Rain  Jr 
macho  approach  wl 
community  policirl  Kk  of 
an  approach  basl 
on  encouraging  t; 
beat  cops  to  wo: 
closely  with  neig- 
borhood  groups.  Pi- 
ter   has    put  t; 


force's  1,000  employees  through  cultural-- 
versity  training.  Some  police  now  are  patr- 
ling  the  streets  on  bicycles  to  be  more  ; 
cessible  to  citizens  who  want  to  pass  alo; 
information  or  complaints.  "There  are  oth" 
ways,  besides  arresting  people,  to  decrea; 
crime,"  Potter  says. 

It's  thinking  like  that  that  drives  the  nt 
urban  quality  movement— and  ultimate' 
that  movement  could  help  to  improve  t 
quality  of  everyone's  life. 

By  Dori  Jones  Yang  in  Portland,  Oi 
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t  development  at  Joiner  Associates 
c,  a  quality  consulting  firm.  A  pro- 
am  such  as  the  one  at  the  Compli- 
ce Bureau  of  the  Wisconsin  State 
wenue  Dept.  is  typical.  It  began  in 
35,  after  the  turnaround  time  on  typ- 
r  documents  for  government  man- 
ers  reached  two  to  three  weeks— 
th  lots  of  errors.  The  quality 
ogram,  involving  typists,  supervi- 
rs,  and  their  customers— the  govern- 
>nt  managers— led  to  changes  that 
t  the  turnaround  time  to  eight  hours. 

I  M  any  cities  are  also  trying  to 
^vft  make    their  bureaucracies 

▼  ■  more  efficient  and  customer  - 
iven.  In  some  cases,  cities  are  turn- 
r  over  sanitation  and  other  public 
>rks  to  the  private  sector  to  improve 
iciency.  Better  yet,  a  privatization 
ogram  can  spur  public  agencies  and 
lployees  to  do  a  better  job.  Workers 
d  managers,  facing  a  competitive 
reat,  suddenly  have  an  incentive  to 
ibrace  quality.  It  doesn't  take  long 
•  the  remaining  public  bureaucracy  to 
t  more  efficient  and  attuned  to  what 
tpayers  want.  This  isn't  happening 

1 3t  in  the  largest  cities.  Fairfield, 
lif.,  population  77,211,  conducts  an 
nual  "satisfaction"  survey  of  citizens 

j  make  sure  city  departments  meet 
istomer"  needs. 

A  great  deal  of  current  effort  is 

I  ned  at  just  figuring  out  how  to 
jasure  quality  in  the  public  sector. 
ie  Government  Accounting  Standards 

I  ard  (GASB),  which  establishes  finan- 
J-reporting  standards  for  state  and 
al  governments,  has  backed  a  major 
brt  in  measuring  quality,  called  Ser- 
:e  Efforts  &  Accomplishments  Re- 

I  rting.  It's  an  attempt  to  assess  not 
ly  how  much  and  on  what  a  govern- 
3nt  spends  funds  but  also  what  citi- 
ns  get  in  return,  says  James  R. 
iuntain  Jr.,  assistant  director  of  re- 

I  arch  at  the  GASB. 
Lack  of  adequate  measuring  tools 
l't  the  only  handicap.  Some  of  the 
)st  effective  ways  to  improve  quality 
the  corporate  world  arouse  suspi- 

I  m  when  applied  to  government. 

I  any  voters  are  understandably  am- 
/alent  about  giving  public  employ- 
s  and  agencies  the  sort  of  freewheel- 

I    decentralized  power  that's  part  of 

|  s  quality  litany  in  many  large  compa- 

j  3S.  Pay  for  performance  is  trickier 

I  the  public  sector,  too. 

i  Still,  the  quality  movement  holds 
t  hope  for  a  government  that  is  not 

i  ly  of  and  by  the  people,  but  also  fi- 

:  lly  works  for  the  people. 

I  By  Christopher  Farrell  in  New  York, 

\  th  Amy  Borrus  in  Washington,  Grant 

j  rperman  in  San  Francisco,  and  Gail 

I  iGeorge  in  Miami 


How  To  Get 
From  Mission  Statement... 

In  the  increasingly  difficult  search  for  competitive  advantage, 
many  companies  are  investing  enormous  resources  in  their 
concern  for  Corporate  Values  and  Quality.  But,  somewhere 
between  theory  and  reality,  something  gets  lost. 

It's  one  thing  to  hammer  out  a  meaningful  Mission  State- 
ment; quite  another  to  have  it  internalized  and  translated  into 
goal-directed  action  from  the  Board  Room  to  the  Mail  Room. 

That's  where  we  can  help. 

We're  QUALTEC  Quality  Services,  Inc. 

At  QUALTEC,  Total  Quality  Management  is  a  lot  more 
than  theory.  It's  the  "how  to"  to  make  it  happen. 

We  helped  chart  and  manage  the  quality  journey  for  the 
only  American  company  ever  to  be  accepted  to  challenge  for  the 
coveted  international  Deming  Prize  for  quality  improvement. 
(They  won.) 

Since  1986,  QUALTEC  has  helped  hundreds  of  organiza- 
tions -  large  and  small,  public  and  private,  domestic  and  interna- 
tional -  to  focus  their  energies  on  quality  products  and  services. 
We've  given  them  powerful  tools,  training  and  follow-through  to 
help  them  translate  management's  vision  into  improved  cus- 
tomer satisfaction,  increased  productivity  and  attainment  of 
bottom-line  goals. 

So,  if  your  organization  is  having  difficulty  getting  from 
Mission  Statement  to  Customer  Satisfaction,  call  James  Ryder, 
Quality  Practitioner.  Vie  longest  journey  begins  with  but  a  single 
step.  It's  no  different  with  the  quality  journey. 

1-800-433-6874  (U.S.  and  Canada),  ext.  6835,  or  (407)  775- 
8350.  11 300  U.S.  Highway  #1,  Suite  400,  Palm  Beach  Gardens, 
FL  33408,  USA. 

...To  Customer  Satisfaction 


QUALTEC 
QUALITY 
SERVICES,  INC. 


An  FPL  Group  company 
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[THE  ANT] 


It  has  long  been  assumed  that  things  that  are  small  arent  as  powerful  or  sophisticated  as 
things  that  are  big.  Of  course,  that  just  isn't  true.  Take  the  ant  for  instance.  In  spite  of  its  small  size, 

the  ant  is  amazingly  strong.  Most  ants  can  lift  objects  ten  times  heavier  than  their  bodies. 
Some,  very  muscle-bound  ants  no  doubt,  can  clean  and  jerk  objects  50  times  their  body  weight. 

To  put  that  into  proper  perspective,  that  's  like  a  man  hoisting  a  sofa  with  48  people  and 
a  small  dog  on  it.  But  while  the  ant  may  seem  like  a  miniature  Hercules,  dont  forget  hes  abo 
exceptionally  smart.  Ants  are  known  to  build  nests  up  to  3  feet  high  and  covering 
an  area  the  size  of  a  tennis  court.  Often  these  nests  are  complete  with  chambers  for  the  Queens, 

nurseries  for  the  young,  living  rooms  and  hallways  in  which  to  travel.  Not  bad 
considering  most  full-grown  humans  cant  hook  up  a  VCR.  Now  if  you  think  the  ant  is  pretty 
impressive,  wait  'll  you  read  about  the  little  mighty-mite  on  the  next  page. 


1991  Toshiba  America  Information  Systems,  inc 
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[THE  RADICALLY  NEWT2200SX] 


Like  the  ant,  small  computers  have  often  been  considered  underpowered  pea  brains. 
The  new  Toshiba  T2200SX  notebook  should  dispel  that  myth.  Weighing  a  mere  5.5  pounds  and  taking 
up  just  half  a  briefcase,  the  T2200SX  is  so  technologically  advanced,  it  can  crush  computers  ten 
times  its  size.  Blessed  with  a  20MHz,  386SX  microprocessor  and  a  60MB  hard  drive,  the  T2200SX  delivers 
the  performance  of  a  world-class  desktop  PC.  Yet,  compare  it  to  other  notebooks  and  you'll  see 
it's  like  an  entirely  different  species.  Quite  simply,  it  feels  bigger.  Its  keys  are  full-size,  not  cramped, 
and  its  LCD  screen  measures  a  full  9.5"  diagonally.  Combine  this  with  a  Nickel  Hydride  battery  that 

lasts  3  hours  per  charge,  a  lightweight,  incredibly  durable  carbon  fiber  reinforced  case  and 
features  such  as  AutoResume  and  you  have  the  first  notebook  with  absolutely  no  compromisesTo  learn 
more  about  the  mighty  T2200SX,  call  1-800-457-7777.  Hopefully  we've  changed  the  way  you 
look  at  small  computers.  Or,  at  the  very  least,  changed  the  way  you  look  at  ants. 


In  Touch  with  Tomorrow 

TOSHIBA 


RIVER  EAST,  A  "CHOICE  PROGRAM"  SCHOOL  IN  HARLEM:  STUDENTS'  SCORES  HAVE  CLIMBED  SINCE  SCHOOLS  SPECIALIZE! 


For  instance,  the  White  Hous  i: 
pushing  for  national  testing  to  rtk< 
sure  all  schools  are  up  to  snuff  ani&i 
private  corporations  to  finance  resejii 
teams  trying  to  create  "break-the-nlfi 
schools.  Its  other  big  goal— and  thot 
est  conservative  buzzword— is  a  maet 
oriented  approach  known  as  scooi 
choice.  The  idea  is  that  if  parentsiiKl 
allowed  to  pick  their  children's  scljdu 
schools  will  have  to  improve  to  attsM 
students.  "For  far  too  long,  we've  ael^ 
tered  schools  from  healthy  competibn 
and  children  have  paid  the  price,"  I)as 
ident  Bush  told  high  school  studiit: 
in  Lewiston,  Me.,  in  September. 

No  one  should  expect  a  national  xn 
acea  from  Washington,  however.^ 
ter  all,  the  federal  government  fo 
vides  just  7%  of  the  $360  billionjto 
U.  S.  spends  annually  on  educatik- 
and  with  massive  deficits  looming'ai 
into  the  future,  a  sizable  boost  isin 
likely.  That  leaves  it  up  to  local  gnip; 
and  governments  to  devise  plans  (at- 
will  work  for  them.  And  what  getai 
A-plus  in  Phoenix  may  flunk  oujir 
downtown  Detroit. 

If  there  is  a  common  denominor 
many  experts  say,  it's  that  fit 
changes  should  be  wrenchg 
Today's  system  of  assembly  line  pi  li< 
education  was  conceived  initially  t* 
mirror  the  economy  of  1900.  In  » 
current  view,  therefore,  merely  spic 
ing  up  the  way  readin',  writin',  k 
'rithmetic  are  taught  won't  mair  ii 
America's  edge.  In  fields  such  as  cm 
puter  software,  engineering,  and  & 
technology,  students  will  have  to  e'el 
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readin;  writin; 
and  reform 

Results  are  sketchy,  but  some  promising  changes  are  in  place 


Back  in  1983,  a  blue- 
ribbon  federal  panel 
warned  in  a  report 
called  A  Nation  At 
Risk  that  "a  rising 
tide  of  mediocrity"  in 
public  schools  was 
undermining  America's  global  compet- 
itiveness. Eight  years  later,  Johnny 
still  can't  read,  write,  add,  or  find  Ber- 
lin on  a  globe.  U.  S.  students  continue 
to  lag  far  behind  their  peers  in  other 
industrialized  countries  in  math  and 
science.  And  on  Aug.  26,  the  Educa- 
tional Testing  Service  issued  some 
more  dismaying  statistics:  Despite 
waves  of  school  reform,  verbal  Scholas- 
tic Aptitude  Test  scores  slid  to  a 
record  low  earlier  this  year,  while 
math  scores  slumped  for  the  first  time 
in  a  decade. 

If  overhauling  the  workplace  is  a 
tough  task,  transforming  education  is 
going  to  be  a  Herculean  endeavor.  Phil- 
osophical differences  over  how  to 
achieve  a  quality  education— and  how 
to  measure  it— make  excellence  in 
ools  particularly  elusive.  In  fact, 
aion  Deputy  Secretary  David 


Kearns,  who  championed  total  quality 
management  when  he  was  chairman 
of  Xerox  Corp.,  concedes  that  he  is 
finding  it  hard  to  apply  the  lessons  he 
learned  in  business  to  schools.  "I 
haven't  quite  put  my  arms  around  it," 
he  says. 

Difficult  as  it  may  be,  everyone 
from  PTAs  to  governors  to  the  White 
House  is  forging  ahead  with  blueprints 
for  education  reform.  Some  plans  rely 
on  giving  teachers  more  say  over  class- 
room instruction.  Others  emphasize  pa- 
rental involvement  in  school  manage- 
ment. And  some  schemes  explicitly 
turn  to  such  traditional  elements  of 
quality  management  as  customer  satis- 
faction—in this  case,  parents  and  stu- 
dents—and performance  benchmarks. 

As  virtually  every  school  district  in 
the  nation  tinkers  with  its  programs, 
however,  it's  difficult  to  judge  whether 
new  initiatives  are  fads  or  important 
breakthroughs  that  should  be  duplicat- 
ed elsewhere.  "What  needs  to  be  done 
seems  to  be  a  moving  target,"  com- 
plains C.  Emily  Feistritzer,  executive 
director  of  the  National  Center  for  Ed- 
ucation Information. 


This  florist  wilted  because  of  their  800  service. 


his  florist  should  be  busy  with  orders.  But 
hing  happened  to  their  800  service.  Now  they 
et  calls.  And  all  they  can  do  is  wait, 
ut,  if  they  had  AT&T  800  Service,  they'd  be 
matically  protected  by  the  800  Assurance 

If  trouble  hits,  and  you  can't  get  800  calls, 
tf&T  guarantees  to  get  you  back  in  touch  with 
ustomers  within  30  minutes.  We  can  reroute 
alls  to  any  working  phone  or  provide  you  with 


a  customized  recorded  announcement. 

With  AT&T,  your  800  service  is  guaranteed. 
Your  business  is  protected.  With  another  800  service, 
who  knows? 

Better  service,  better  results. 
Another  AIM1  advantage. 

For  more  information,  call  your  AT&T  Account 
Executive  or  1  800  222-0400. 


&T  "Applies  to  all  domestic  800  services,  except  intrastate  basic. 


AT&T 

The  right  choice. 


THE  PUBLIC  SECTOR 


at  problem-solving  and  innovation.  But 
according  to  a  Sept.  30  Education 
Dept.  report,  student  knowledge  of  sci- 
ence, reading,  and  mathematics  is  gen- 
erally no  better  than  it  was  in  the  ear- 
ly 1970s.  "We  have  to  rebuild  the 
system,  not  simply  improve  it,"  says 
Marc  S.  Tucker,  president  of  the  Na- 
tional Center  on  Education  &  the  Econ- 
omy, a  Rochester  (N.Y.)  education 
think  tank.  "If  we  don't  get  vastly  im- 
proved education  in  a  very  few  years, 
real  wages  in  the  U.  S.  will  go  into  a 
tailspin." 

A  number  of  school  dis- 
tricts are  already  shaking 
the  very  foundations  of 
their  education  systems. 
East  Harlem's  School  Dis- 
trict Four  is  one  of  these. 
On  the  cluttered  streets 
outside  its  schools,  deal- 
ers still  hawk  their  dings. 
Yet  the  district,  ranked 
dead  last  in  New  York 
City  in  the  1970s  in  math 
and  reading  scores,  has 
become  an  oasis  for  neigh- 
borhood children. 

School  District  Four 
launched  one  of  the  na- 
tion's first  choice  pro- 
grams in  1974.  At  the 
same  time,  the  schools 
were  radically  restruc- 
tured. Gradually,  the  dis- 
trict's 20  schools  were 
broken  down  into  52 
smaller  ones.  While  all  of 
them  offer  a  standard 
core  curriculum,  each  of- 
fers a  specialty  picked  by 
the  teachers,  from  the 
performing  arts  to  health 
and  environment.  Both 
teachers  and  pupils  are 
thus  more  motivated  than 
they  otherwise  might  be. 
The  result:  Students  in 
the  district  last  year 
ranked  24th  out  of  32  districts  in  the 
city  in  reading  and  19th  in  math.  "I 
think  [District  Four]  is  one  of  the  ma- 
jor success  stories  in  urban  public  edu- 
cation," says  Raymond  J.  Domanico,  di- 
rector of  the  Center  for  Educational 
Innovation  at  the  Manhattan  Institute, 
a  conservative  research  organization. 

reater  community  involvement 
^  am  in  school  operations  can  pro- 
'■^mr  vide  a  lift  as  well,  and  getting 
■  ■  nts  to  help  is  critical.  Such  an 
oach  has  been  fashioned  into  a 
program  by  James  R  Comer, 
r  of  Yale  University's  Child 


Study  Center.  Since  the  mid-1980s, 
some  50  schools  in  Prince  George's 
County,  Md.,  have  followed  Comer's 
lesson  plan  and  produced  marked  im- 
provements in  test  scores. 

Dina  L.  Custis,  for  instance,  was 
failing  third  grade  at  Columbia  Park 
Elementary  School  in  Landover,  Md., 
until  her  mother,  Virginia  Walker,  be- 
came involved  in  school  activities. 
Walker  helped  with  parties,  drilled 
the  class  in  math,  and  tutored  chil- 
dren in  reading.  Dina's  marks  shot 


PURSUING  SCHOOL  QUALITY 


Educators  launch  dozens  of  experiments  to  improve  students'  opportunities 
and  performance.  Among  fhe  more  provocative  proposals: 


SCHOOL 
CHOICE 


Parents  pick  their  kids' 
schools.  Favored  by 
conservatives  for  its  market 
flavor:  Competing  for 
students  may  force  schools 
to  improve.  In  New  York, 
East  Harlem  public  schools 
have  used  choice  options 
since  fhe  mid-1970s;  in 
Milwaukee,  a  public- 
private  program  is  in  its 
second  year.  Nine  states 
have  passed  choice 
legislation,  36  more  are 
mulling  it 


SCHOOL-BASED 
MANAGEMENT 


Offers  principals,  teachers  a 
bigger  stake  in  school 
success  by  granting  them 
more  power  to  make  critical 
decisions  in  the  vital  areas  of 
hiring  and  curriculum,  freer 
from  centralized  bureau- 
cracies. Dade  County,  Fla., 
and  Chicago  currently  have 
such  programs  in  place 


COMER 


mm 


Devised  by  Dr.  James  P. 
Comer,  director  of  the 
School  Development 
Program  at  Yale's  Child 
Study  Center,  this  strategy 
integrates  the  school  with 
its  local  community. 
A  governing  council  of 
parents,  administrators,  and 
teachers  sets  goals,  and 
maps  ways  to  reach  them. 
This  approach  is  being  used 
in  New  Haven  and  in  some 
schools  in  Prince  George's 
County,  Md. 


A  multiple-choice  test  "doesn't  s| 
how  you  can  apply  learning  and 
it,"  says  Francie  M.  Alexander,  ei 
utive  director  of  the  National  Co 
on  Education  Standards  &  Tes' 
She  and  others  support  "perform 
assessment,"  which  recently 
adopted  statewide  in  Vermont. 

Under  this  system,  a  stud 
work  portfolio  for  an  entire  sc 
year  is  assessed.  A  student's  wri 
for  instance,  is  judged  by  five  cri 
including  structure,  organization, 
use  of  detail.  Two  te 
ers  assess  the  w 
much  as  judges  g: 
Olympic  diving.  Am 
most  cases  so  far,  t] 
opinions  have  been  q 
consistent.  They  h| 
found,  for  example, 
students  may  be  abl 
solve  long-division  p 
lems,  but  they  o 
don't  know  how  to  a 
that  skill  to  real 
math  problems.  "Wij 


PERFORMANCE 
ASSESSMENT 


In-depth  grading  system 
avoids  standardized 
multiple-choice  tests, 
reviews  students'  work  in 
the  school  year,  rating 
math  and  writing  against 
specific  criteria.  Vermont 
recently  adopted  it,  and 
three  dozen  other  states 
are  considering  it 


up,  her  mother  says,  and  so  did  those 
of  other  students. 

As  parental  involvement  in- 
creased, third-  and  fifth-graders  in 
schools  using  the  Comer  approach 
improved  their  scores  on  the  stan- 
dardized California  Achievement 
Test  (CAT)  about  twice  as  fast  as  the 
rest  of  the  district  from  1985  to  1987. 
"Communication  between  parents 
and  the  school  is  the  key  to  suc- 
cess," Walker  says. 

As  such  schemes  spread,  the  tradi- 
tional method  of  demonstrating  that 
teaching  is  working— tests  like  the 
CAT— may  also  be  called  into  question. 


getting  more  than  Mb 
expected,"  says  Richth 
P.  Mills,  Vermont's  €H 
cation  commissioner,  \io 
believes  multiple-chce' 
tests  are  outmoded.  I 
While  most  attenttB 
is  being  focused  on  le 
classroom,  many  expis 
say  more  must  be  die 
for  children  outs'e 
school.  That's  wh«e 
Washington  could  piy 
a  larger  role.  But  |» 
Administration's  pp 
makes  no  mentions 
boosting  funds  for  si|h 
programs  as  Headstcjt, 
a  highly  regarded  p|J- 
school  program,  or  nuji- 
tion  programs  for  w(tt- 
en,  infants,  and  childn. 
Both  can  be  crucial  In 
helping  get  children  ready  for  schoojn 
the  first  place.  In  fact,  numerous  st  1- 
ies  have  shown  that  Headstart  increats 
children's  self-esteem,  improves  thr 
scores  on  aptitude  and  achievemit 
tests,  and  boosts  their  motivation.  1 1 
currently,  the  program  has  room  jr 
only  30%  of  eligible  children. 

Still,  despite  Washington's  limited  - 
tivity,  many  states  and  cities  are  st£  - 
ing  to  become  laboratories  for  edu  - 
tion  reform.  Now,  the  drama  begii: 
Can  they  move  the  process  far  enouh 
fast  enough  to  equip  today's  childn 
to  compete  in  the  21st  century? 
By  Christina  Del  Valle  in  Washingt- 
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tiis  florist  has  AI&T  800  Service.  With  stunning  results. 


Only  AT&T  guarantees  your  800  service.  And 
t's  not  all.  Your  800  service  actually  works  better. 

That's  because  AT&T  connects  calls  25%  faster, 
I  gets  more  calls  through  on  the  first  try*  So 
re  800  calls  get  through.  What  could  those  extra 
s  be  worth  to  your  business?  As  much  as  thou- 
ds  of  dollars  in  sales  each  year. 

Add  that  potential  revenue  to  AT&T's  competi- 


H  AT&T 

•d  on  basic  800  service  comparisons. 
!  minutes  apply  to  first  full  billing  month. 
800  READYLINE®  Service.  AT&T  800  MasterLine*  Service 
TOT  800  STARTERLINE*"  Service. 


tive  prices,  and  it's  easy  to  see  that  AT&T  800  Service 
can  deliver  more  for  your  bottom  line. 

Better  service,  better  results. 
Another  AJ&T  advantage. 

Order  AT&T  800  Serviced  by  December  9, 1991 
and  receive  up  to  120  minutes  of 800  calls  free** 
For full  details,  call  your  AT&T  Account  Executive  or 
1  800  222-0400. 


AT&T 

The  right  choice. 


AMERICA'S  TECHNOLOGY 
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Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National/Regional /Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street.  Suite  200 
Woburn.  Massachusetts  01801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX  497-2961  CRPTECH 


1-800-CALL-EDF 


THE  PUBLIC  SECTOR 

EDUCATION 

A  NEW  LESSON 
PLAN  FOR  COLLEGE 

Higher  education  is  just  starting  its  course  in  quality 


iibe  firs 
Kit 


Call  it  the  reshaping 
of  the  ivy  tower. 
At  the  University  of 
Chicago,  a  business 
school  professor  re- 
cruits students  to  cri- 
tique a  dry  run  of  his 
course  curriculum  and  lectures.  At  Indi- 
ana University,  businesses  help  guide 
development  of  a  proposed  manage- 
ment-training program.  At  tiny  St. 
John  Fisher  College,  a  Rochester  (N.Y.) 
liberal  arts  school,  students  and  their 
parents  are  polled  for  tips  on  how  to 
make  class  schedules  more  convenient. 

After  decades  of  jealously  guarding 
their  turf,  universities  and  colleges  are 
on  the  verge  of  a  transformation.  Pres- 
sured by  dwindling  enrollments  and 
budget  woes,  a  small  but  growing  num- 
ber of  schools  are  looking  to  business 
and  adopting  techniques,  strategies- 
even  the  language— of  quality  manage- 
ment. "The  two  big  themes  in  higher 
education  are:  A,  doing  TQM  and,  B, 
teaching  it,"  says  B.  Joseph  White,  busi- 
ness school  dean  at  the  University  of 
Michigan.  "Increasingly,  we're  seeing 
good  schools  do  both." 

The  credit  for  academe's  new  inter- 


ns i 


I"" 


est  in  quality  goes  to  business.  Inl 
cent  years,  executives  have  been  loB 
ing  universities  to  teach  quality  im 
agement  to  business  and  engineeij 
students.  Since  1989,  for  example, 
rox  Corp.  and  Procter  &  Gamble 
have  invited  university  presidents 
business  school  deans  to  summer 
ferences  on  quality.  At  this  year's 
clave,  IBM,  Motorola,  and  Milli 
agreed  to  throw  open  their  corpoij 
quality  training  programs  to  unrJ  ■ 
sities.  Each  company  will  train  100  b 
ness  or  engineering  school  facult>  i 
designing  and  teaching  quality  man? 
ment.  Within  weeks  of  Motorola's  oil 
15  schools,  including  the  Universitj 
Tennessee  and  the  University  of  \  - 
cousin,  had  applied. 

As  administrators  learn  more  ab 
quality,  they  can't  help  but  turn  . 
their  own  shops.  So  while  still  unknc 
at  many  campuses,  such  concepts 
total  quality  management  (TQM)  ri 
influence  how  a  few  are  run.  Th 
techniques  "can  help  us  make  the  scr  ■ 
ule  better,  use  our  facilities  better,  ;< 
use  human  resources  better,"  says  ll 
versity  of  Michigan  Provost  Gilbert 
Whitaker  Jr. 
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If  you  like  the  IHT 
when  you're  traveling, 
why  not  get  it  at 
home? 

No  local  bias,  no  political  bias,  no  national  bias. 

Simply  a  balanced  edit  of  world  news  with  an 
international  perspective  on  business,  travel,  the  arts, 
and  global  investing. 

Now  you  can  get  same-day  hand  delivery  of  the 
International  Herald  Tribune  in  Manhattan,  downtown 
Chicago,  Los  Angeles,  Miami,  Philadelphia,  San  Francisco, 
and  Washington,  D.C.  and  in  most  areas  of  Boston, 
Toronto  and  Montreal. 

To  subscribe,  call:  1-800-882-2884.  (In  Canada:  800-535-8913) 
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"NEVER  HAS  SO  MUCH  BEEN 
OFFERED  FOR  SO  LITTLE." 

5 -Star  luxury  and  a  central  location  make 
London's  Churchill  Hotel  a  favourite  with  business  travellers. 
This  offer  will  make  it  even  more  so. 


This  exclusive  deal  on  our  Executive  Floor  includes: 
*  Exclusive  Registration  Desk  *  Use  of  the  tennis  court 

*  Welcome  drink  on  arrival         *  Access  to  nearby  Health  and  Fitness  Club 
*  Butler  service  *  Buffet  style  continental  breakfast 

■\-  Free  pressing  service  *  Welcome  tray  of  fruit 

To  make  a  reservation,  call  your  travel  agent, 
or  call  Park  Lane  Hotels  International  on  1-800-338  1338 
and  ask  for  the  "5 -Star  Business  deal." 


The  Churchill 

PORTMAN  SQUARE  LONDON  WiA  4ZX 


TELEPHONE 

4    71     486    s  8  o  0 


u 


FAX 

4  4     7  1     486     I   2  s  5 


PARK      LANE      HOTELS  INTERNATIONAL 
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New  York  Life  is 
large,  conservative,  and  du 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
" stability "  and  " security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
md.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

When  the  financial  community  tied  its  money  up 
i  an  overheated  real  estate  market,  we  were  modest 
investors.  When  others  embraced  junk  bonds, 
we  held  back.  (In  fact,  95  percent  of  the  bonds  in 
our  portfolio  are  investment  grade.*) 

Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  we  look  at 
it  this  way:  If  being  exciting  means  investing 
in  volatile  junk  bonds,  that's  the  land  of  excite- 
ment we  can  all  do  without. 

For  information  on  any  of  our  products  and 
services,  call  your  local 
New  York  Life  agent 

Or  1-800-695-4331.  The  Company  You  Keep." 


*As  of  December  31,  1990;  includes  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and 
Annuity  Corporation,  a  Delaware  Corporation 

©1991  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  N  Y  10010.  All  rights  reserved. 
New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue,  New  York,  N  Y.  10010. 
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UALITY  IN 


FROM  PLASTIC  WRAP  TO  COMPUTER  CHIPS,  MOST 
of  the  products  that  permeate  modern  life 
were  spawned  in  Americas  industrial 
laboratories.  At  these  meccas  for  blue-sky 
research,  scientists  toiled  over  test  tubes, 
unconcerned  about  product  cycles.  But 
competition  from  abroad  has  changed  all  that. 


STRATEGIES 

Forget  pie  in  the  sky.  R&D  has 
acquired  a  practical  bent  1 48 

SANDIA  LABS 

Can  a  former  missile  maker  turn 
peacetime  consultant?  1 56 

CORNING 

Why  the  New  York  giant  is  a 
believer  in  quality  programs ...  1 58 

MEDICINE 

Steven  Rosenberg's  mission:  To 
boost  the  immune  system  1 60 

MATERIALS 

Marc  Newkirk  creates  a  stir  with 
superstrong  ceramics  1 62 

R&D  INTO  QUALITY 

Think  tanks  are  revving  up,  with 
impressive  results  1 63 


Researchers  are  being  pulled  from  their  ivory 
towers  and  asked  to  pitch  in  with  product 
development,  manufacturing,  and  marketing. 
And  R&D  quality  programs  are  helping  get 
products  out  quickly  and  cheaply  while 
meeting  the  highest  standards  of  customers 
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RESEARCH  &  DEVELOPMENT 

:-yiv.^\B>MBi       STRATEGIES  |^HH[Hj 


GETTING  EVERYBODY 
INTO  THE  ACT 

R&D  labs  that  answer  to  many  disciplines  and  anticipate  market  needs  have  the  edge 


5> 


It  used  to  take  re- 
searchers at  Alcoa, 
the  world's  largest 
aluminum  producer, 
four  or  five  years  to 
develop  a  new  alloy 
for  a  customer.  That 
before  the  quality  geniuses  got 
,rol  of  the  company's  R&D  unit, 
ir  goal  was  to  shorten  product  de- 
pment  times  dramatically.  And  last 
',  the  company  did:  Alcoa  delivered 
perlight  aluminum  alloy  to  Boeing 
after  just  two  years  of  work.  The 
[  will  be  used  on  the  fuselage  of 
jig's  new  777  airliner  and  should 
ler  Alcoa  millions  of  dollars 
3venue. 

he  key  to  Alcoa's  success 
a  fundamental  change  in 
it  does  R&D.  Not  long  ago, 
aited  for  a  customer  to  re- 
it  a  new  metal.  But  in  1985, 
lab  began  research  into 
d  commercial  product  areas, 
1  as  alloys  for  aerospace 
This  approach  paid  off  in 
When  Alcoa  heard  that 
ing  was  planning  the  777,  it 
"oached  the  aircraft  maker 
l  its  new  metal  in  hand, 
n,  using  a  team  of  experts 
l  R&D,  manufacturing,  sales, 
marketing,  it  "custom-tail- 
l  our  product  and  processes" 
lake  the  sale,  says  Peter  R. 
lenbaugh,  Alcoa's  executive 
-president  for  science  and 
nology. 

ike  Alcoa,  hundreds  of  com- 
ies  are  starting  to  apply  to- 
tality management— honed 
-he  factories  of  Japan— to 
r  research  labs.  The  idea  is 
R&D  no  longer  can  be  done 
.  vacuum,  but  rather  must 
•ond  to  lots  of  "customers," 
iding  business  units  and  out- 
i  clients.  "R&D  centers  be- 
e  less  active  because  they 
touch  with  those  using 
r  work,"  says  Deb  Chatterji, 


director  of  technology  at  BOC,  a  large 
industrial  gas  producer  in  Murray  Hill, 
N.J. 

So  increasingly,  R&D  managers  are 
poring  over  customer  satisfaction  sur- 
veys, keeping  track  of  whether  prod- 
ucts and  reports  are  delivered  on  time, 
and  conducting  "benchmark"  studies  of 
other  corporate  labs  to  measure  how 
their  facilities  stack  up  with  the  in- 
dustry's best.  "In  the  past,  we  took 
the  attitude  that  we  knew  what  was 
best  for  our  customers,"  says  George 
H.  Heilmeier,  president  and  CEO  of 
BellCore,  the  research  arm  of  the  sev- 
en regional  Bell  phone  companies. 


HOW  COMPANIES  MEASURE 
R&D  QUALITY  IMPROVEMENT 


Tracking  R&D  quality  gains  is  notoriously  hard. 
Benchmarks  range  from  minute  (are  all  fume  ventilation 
hoods  over  lab  benches  working?)  to  cosmic  (are  more 
products  entering  the  production  pipeline?).  But  most 
companies  ask  their  labs  some  of  these  questions: 

►  Is  the  quality  of  the  technical  results  per- 
ceived to  be  better? 

►  Are  lab  employees  measurably  happier 
working  at  the  facility? 

►  Are  clients— internal  and  external— mea- 
surably more  satisfied  with  new  product 
developments? 

►  Has  average  product  development 
time  fallen? 

►  Has  the  percentage  of  products  deliv- 
ered on  deadline  increased? 

►  Has  the  percentage  of  projects  complet- 
ed within  budget  risen? 

►  Have  more  patents  been  issued? 

►  Are  new  products  more  reliable  and  eas- 
ier to  manufacture? 


"Now,  we've  become  increasingly  sensi- 
tized to  being  focused  on  their  needs." 

Applying  quality  processes  to  R&D 
works  most  cleanly  with  the  develop- 
ment part  of  the  job.  The  idea  here  is 
to  break  down  the  barriers  between 
lofty  researchers  hunting  for  discover- 
ies and  others  further  down  the  prod- 
uct-development line.  "Science  and 
technology  grew  up  with  a  significant 
amount  of  compartmentalizing  of  func- 
tions," says  John  S.  Mayo,  president 
of  Bell  Labs.  It  was  normal  for  re- 
searchers to  throw  promising  ideas 
"over  the  wall"  to  the  development 
staff,  who  subsequently  handed  off  a 
prototype  to  manufacturing.  If 
all  went  well,  manufacturing 
tossed  a  finished  product  to 
sales  and  marketing.  The  prob- 
lem with  this  is  that  a  failure 
at  a  later  stage  can  put  a  proj- 
ect behind  schedule  and  balloon 
its  cost.  If,  for  example,  the 
manufacturing  folks  suddenly 
discover  that  a  widget  can't  be 
mass-produced  easily,  then  the 
product  might  have  to  go  all  the 
way  back  to  the  design  stage. 
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o  one  can  afford  that 
luxury  today.  At  West- 
inghouse  Electric  Corp., 
cost  overruns  once  were  billed 
to  the  customer,  says  Isaac  R. 
Barpal,  corporate  vice-president 
for  science  and  technology.  "We 
were  left  with  unhappy  custom- 
ers," he  says.  So  now,  when 
overruns  are  the  lab's  fault,  the 
company  eats  the  cost.  Indeed, 
research  centers  such  as  Bat- 
telle  Memorial  Institute  in  Co- 
lumbus, Ohio,  which  often  work 
on  government  projects,  now 
may  be  faced  with  fixed-price 
contracts.  That  pressures  them 
to  hold  down  costs. 

Westinghouse  and  other  com- 
panies are  trying  both  to  move 
faster  and  to  trim  expenses  us- 
ing multidiscipline  teams  that 
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NEC  helps  the  children  of  Unda-Unda 
get  food  for  breakfast  and  food  for  thought. 


Morning  is  not  normally  a  happy  time  in  a 
and  plagued  by  unhealthy  water  and  too  little  to 
;at.  Often  it  means  just  one  more  day  coping  with 
nalaria  and  hunger.  But  thanks  to  the  Christian 
Children's  Fund,  children  like  these  in  Zambia 
J  twake  to  hope  and  a  lot  more.  This  incredible 
>rganization  helps  over  500,000  children 
n  28  countries  receive  healthcare, 

lutrition,  housing  and— to  make  them  '  /  ' '  t, 

elf-sufficient— education . 

The  Fund  accomplishes  its  life-saving  work  through 
;enerosity  and  perseverance,  with  a  little  help  from  technology.  At  its 
leadquarters  in  Richmond,  Virginia,  is  a  network  of  NEC  Powermate  386 
omputers.  Their  ability  to  process  thousands  of  international  transactions 
vith  speed  and  accuracy  eliminates  the  need  for  more  costly  mainframes, 
lius  allowing  more  to  be  spent  for  bread  and  for  books. 

You'll  find  the  products  of  NEC  in  corporations  large  and  small.  In 
•ublic  and  private  institutions.  In  homes  around  the  world.  Putting  high 
schnology  to  work  for  a  higher  quality  of  life. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •Computers  •Electron  Devices 'Home  Entertainment 
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cut  the  cycle  time  from  a  product's 
conception  until  it  hits  the  market.  At 
Motorola  Inc.,  for  example,  it  used  to 
take  15  months  to  build  a  new  pager. 
Now,  after  eliminating  wasteful  design 
steps,  it  takes  three.  At  International 
Specialty  Products,  a  Wayne  (N.J.) 
maker  of  polymers,  "product  express" 
teams  made  up  of  chemists  and  repre- 
sentatives from  manufacturing  and  en- 
gineering have  helped  halve  develop- 
ment time.  "Instead  of  passing  a  baton, 
we  bring  everyone  into  the  commer- 
cialization process  at  the  same  time," 
says  John  F.  Tancredi,  vice- 
president  for  R&D.  "We  are 
moving  laterally,  like  rugby 
players,  instead  of  like  run- 
ners in  a  relay  race." 

Another  way  to  shorten  cy- 
cle times  is  to  anticipate  cus- 
tomer needs  better,  says 
James  C.  McGroddy,  vice-pres- 
ident and  research  director  at 
IBM  in  Yorktown  Heights,  N.Y. 
"You  have  to  respond  to  what 
the  customer  wants  many 
years  downstream." 

IBM  annually  conducts  an 
outlook,  based  partly  on  inter- 
views with  top  customers,  to 
determine  what  the  market 
will  want  5  to  10  years  ahead. 
One  product  idea  IBM  reaped 
from  this  is  a  so-called  power 
visualization  system.  It's  a  de- 
vice that  connects  to  a  super- 
computer and  lets  designers 
and  scientists  turn  massive 
amounts  of  data— say,  collected 
from  satellites— into  3-D  images. 

Applying  quality  principles  to  re- 
search is  trickier.  "Many,  many  things 
in  basic  research  lend  themselves  to 
quality  processes,  such  as  the  design  of 
experiments  and  all  the  issues  in  going 
from  lab  to  market,"  says  Curt  W.  Rie- 
mann,  administrator  of  the  Baldrige 
Award  at  the  National  Institute  of 
Standards  &  Technology.  But  "what 
you  can't  include  in  quality  is  the  'eu- 
reka' part  of  innovation." 

Critics  worry  that  tying  research  too 
closely  to  business  units  and  focusing  it 
tightly  on  product  development  will 
constrain  innovation.  H.  Barry  Bebb, 
a  consultant  who  sets  up  quality  semi- 
nars at  the  Industrial  Research  Insti- 
tute, a  trade  group  for  corporate  R&D 
directors,  says  that  companies  shouldn't 
expe  I  more  than  perhaps  1  in  20  prod- 
uct ideas  from  basic  research  to  get  to 
market .  "The  most  enlightened  leaders 
would  suggest  that  if  you  have  signifi- 
cantly  higher  success  rates,  then  you're 
stretching  far  enough,"  he  says. 


Still,  David  K.  Snediker,  vice-presi- 
dent for  quality  at  Battelle,  says  that 
the  goal  of  total  quality  management 
as  applied  in  labs  is  to  recognize  the 
difference  between  "good  science  and 
good  relevant  science."  For  example, 
the  lab  at  Alcoa  uses  so-called  portfolio 
management  to  continually  evaluate 
its  list  of  some  200  research  projects, 
determining  whether  to  fish  or  cut 
bait.  Each  project  must  pass  the  test 
of  commercial  possibilities.  "It  forces 
us  to  ask  the  right  questions  about 
whether  we're  working  on  the  right 


things,"  says  Briden- 
baugh.  He  concedes  the 
risk  of  stifling  creativ- 
ity. But  Bridenbaugh 
adds:  "Having  a  list  of 
what's  expected  and 
working  toward  those 
expectations  is  just  a 
more  efficient  way  to 
work." 

So  far,  companies 
have  only  the  slightest 
idea  of  how  to  measure 
how  they're  doing  at 
the  "eureka"  process.  At 
BellCore,  for  example, 
Heilmeier  looks  at  how  often  his  lab's 
research  is  cited  in  other  scientists' 
work.  Last  year,  the  Institute  for  Sci- 
entific Information  ranked  BellCore 
first  in  citations  among  labs  in  the 
physical,  mathematical,  and  engineering 
sciences.  Battelle's  Snediker  is  thinking 
about  introducing  peer  review  of  re- 
search into  his  lab,  "perhaps  by  using  a 
third  party  of  visiting  scientists." 


ARPAL: 
GOT  A  COST 
OVERRUN 
IN  R&D? 
BETTER  NOT 
CHARGE  THE 
CUSTOMER 


Other  companies  judge  the  qualiti 
research  by  counting  how  mi 
patents  are  filed.  In  1987,  Eastfe 
Chemical  Co.,  a  division  of  Eastjtu 
Kodak  Co.,  established  a  "patent  |d 
cess  improvement  team"  made  u& 
inventors,  lab  managers,  and  attornte. 
The  team  doubled  the  number  of  at 
ent  attorneys  and  moved  their  ofijfe 
into  the  research  labs.  Lawyers  'm 
meet  with  scientists  during  the  ex» 
mental  phase  and  discuss  ways  of  I 
oring  research  to  increase  the  ch;e 
of  yielding  a  patentable  product  or  so 
cess.  The  effect  is  measurdji, 
says  Gary  E.  McGraw,  \fc 
president  for  development 
Eastman  Chemicals:  Pa« 
submissions  have  increasecB 
60%,  and  the  number  of  n 
ents  issued  to  the  compB 
each  year  has  doubled,  toft 
in  1990. 

Perhaps  the  biggest  dt 
lenge  in  implementing  qustj 
in  a  research  lab  is  getting  ft 
message  across  to  scientiB 
These  are  "traditionally  v$ 
cynical,  control-averse  peoj$| 
says  Snediker.  What  wo:i 
companies  have  found,  is  tc§ 
tack  problems  that  slow  inn<ta 
tion  and  development.  War;* 
first,  scientists  embrace  M 
quality  process  when  it  elflf 
nates  hassles  inherent  in  j 
search,  says  BOC's  CI 
terji.  Those  inch: 
malfunctioning  technj 
equipment,  delayed  d<v 
ery    of  supplies, 
lengthy  waits  for  reset! 
results  to  be  verified.: 
At  Xerox  Corp.,  for] 
ample,  requests  to  1 
new  technical  staff  oil 
purchase  equipment  i 
materials  used  to  tp 
two  to  four  months  to  3 
approved.  After  a  quat; 
team  simplified  its  foiL 
and  reduced  the  num 
of  signatures  required, 
process  was  cut  to  II 
than  a  week.  And  ti 
saves  some  $500,000r 
secretarial  time  each  year. 

It's  important  in  the  search  for  bei? 
R&D  to  keep  quality  dogma  from  p 
coming  a  religion.  The  idea  instead  i;<o 
balance  two  goals— speeding  product  v 
cle  times  and  freeing  minds  to  dre;|i 
Because  without  the  right  idea  to  be  n 
with,  there'll  be  no  need  to  move  fa 
By  Naomi  Freundlich  in  New  Yci 
with  Michael  Schroeder  in  Pittsburg 
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.  houg  'h  tl,  ere  are  many  dental  plans         oose  from,  trie  dentists  actively  under  contract 
with  these  plans  are  few  and  far  between.  (Zl  Not  at  Delta  Dental.  Over  two- thirds  of  all 
practicing  dentists  nationwide  are  under  contract  with  us.  That  means  that  even  though  your 
employees  are  free  to  choose  any  dentists,  there's  an  excellent  chance  that  th  eir  personal  dentists 
are  in  our  network  CD  Our  participating  dentists  help  ensure  quality  care  at  affordable  prices  by 
agreeing  to  follow  procedures  relative  to  treatment  reviews  an  dfeel  units.  That's  why  they  re  the 
cornerstone  of  Delta  Dental's  unique  three-point  system  that  al  so  incorporates  extensive  cost 
management  features  and  plan  design  flexibility.  □  It's  a  program  only  Delta  Dental  offers. 
That's  why  we  now  cover  more  than  20  million  people  in  23,000  groups  and  pay  more  than 
two  billion  dollars  a  year  for  dental  care.  To  learn  more  about  how  your  group  can  benefit 
from  Delta  Dental,  call  1-800-441-3434  today.  ^  DOltcl  DGfltdl 

Americans  Leader  In  Dental  Health  Plans. 
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Capital  is  getting  harder  and  harder  to  find. 
(Perhaps  you're  just  looking  in  the  wrong  place 

Investors  are  cautious.  Lenders  are  wary.  Expectations  are  high.  And  you'i 
on  your  hands  and  knees.  Obviously,  trying  to  secure  capital  these  days  can  h, 
a  rather  humbling  experience 

Unless,  of  course,  you  know  just  where  to  look.  Like  we  do  at  Continent 
Bank.  To  find  capital  we'll  scrutinize  options 
like  commercial  paper.  Medium-term 
notes.  Private  placements.  Acquisition 
financing.  Asset  securitization.  Lease  ad- 
visory. Mezzanine  financing.  Private  equity. 
Mergers  and  acquisition  advisory. 
Structured  debt.  And  even, 
dare  we  say,  a  few  couches 

Now  look  here:  A  ^^Hlfc^i*^  tjF// 

At  a  time  when  other  ™  J^^^^^Hr  /  banks  were  retrenchin 

external  capital  raised  for  Continental  customers  was  up  by  more  than  40%.  In  fac, 
we  raised  15  billion  dollars  worth  of  capital  last  year 

Rest  assured,  the  fine-toothed  comb  we  use  to  find  capital  is  finer  than  mos 
Continental  Bank  has  always  stood  tall  as  a  recognized  leader  in  the  placement  c 


s  light  debt,  asset-backed  commercial  paper  and  securitized  products.) 

You  see,  over  the  last  five  years,  we've  found  and  hired  a  number  of  veteran 
c|  porate  finance  specialists,  veritable  capital  sniffing  bloodhounds,  that  make  our 
ei  )ertise  all  the  more  expert.  Ironically,  many  are  former  employees  from  some  of 
c "  major  competitors. 

Working  hand  in  hand  with  experienced  relationship  man- 
agers, they  form  a  braintrust  to  assess  each 
clients  business.  Then,  and  only  then,  can 
they  create  the  customized  capital  finan- 
cing tools  each  particular  situation  calls 

for.  Finally,  to  bring 
things  full  circle 
as  it  were, 
we  can 
quickly 
needed  to  com- 

fi  te  our  deals.  Our  capabilities  are  worldwide  and  we  re  quite  adept  at  arranging 
t  tactions  with  terms  of  overnight  to  30  years  or  longer.  If  you  need  to  find  some  cap- 
i  before  you  completely  lose  it,  contact  your  Continental  relationship  manager  today. 

;li  leave  no  stone— or  cushion— unturned.         ContitlGfltdE  Bdfllt 

A  new  approach  to  business." 

■1   Continental  Bank  N.A.,  231  South  LaSallc  Street,  Chicago,  IL  60697  Domestic  offices:  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Miami,  New  York  Major  overseas  offices:  London,  Tokyo. 
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SANDIA  NATIONAL  LABORATORIES 


WEAPONS  TO  PLOWSHARES 

A  lab  that 
designs  fail-safe 
warheads  now 
hopes  to  sell  its 
skills  in  the 
private  sector 


LAB  TOUR 


»>  LOCATION: 

Kirtland  AFB, 
Albuquerque,  N.M. 

ANNUAL  BUDGET: 

$1.2  billion 

FOUNDED:  1949; 

national  lab,  1979 

PRIMARY  MISSION: 

Nuclear  weapons 
ordnance  design 


Howard  Austin  won't  forget 
the  summer  day  in  1957  when 
he  and  a  group  of  other  engi- 
neers drove  their  Pontiac  wag- 
on through  the  sleepy  old  min- 
ing town  of  Tonopah,  Nev. 
Close  behind,  a  tractor-trailer 
pulled  a  large  red-and-white  rocket.  After  explain- 
ing themselves  to  the  local  sheriff,  Austin  and 
his  crew  proceeded  to  a  remote  spot  in  the  desert, 
mixed  up  a  powerful  batch  of  explosive  chemicals, 
and  set  off  the  rocket.  "It  really  flew,"  he  says. 
"We  didn't  know  exactly  where— still  don't." 

That  rocket  was  the  beginning  of  an  era  that 
made  Sandia  National  Laboratories,  Austin's 
employer,  the  mecca  for  high-technology  nucle- 
ar weapons  develop- 
ment. Working  from 
laboratories  that  re- 
semble bunkers  in 
the  New  Mexico  and 
Nevada  deserts,  8,500 
Sandia  researchers 
have  honed  the  accu- 
racy of  America's  Tri- 
dents, Tomahawks, 
and  scores  of  other 
missiles.  Thousands  of 
missiles  and  billions  of 
dollars  later,  Sandia 
boasts  a  technological 
prowess  few  labs  can 
match. 

It  is  also  a  tech- 
nological prowess 
that  is  less  and  less 
in  demand.  The  end 
of  the  Cold  War  and 
shrinking  defense 
spending  mean  that 
Congress  may  slash  Sandia's  $1.2  billion  bud- 
get, most  of  which  is  spent  on  nuclear  weap 
ons  research.  To  keep  those  federal  dollars 
flowing,  Sandia  President  Al  Narath  has 
launched  an  ambitious  quality  program  that  is 
designed  to  do  everything  from  speeding  the 
lab's  research  projects  to  improving  the  han- 
dling of  hazardous  wastes. 

But  merely  doing  a  better  job  for  the  gov- 
ernment is  not  enough.  "We  urgently  need  to 
find  a  new  national  security  issue,"  says  Pat  Cha- 
vez, supervisor  of  Sandia's  advanced-technology 
development  division.  That  new  issue,  Sandia  sci- 
entists are  convinced,  will  be  helping  U.  S.  in- 
dustry compete  globally.  And  as  Narath's  push  for 
quality  takes  hold,  he  hopes  to  entice  private 
companies  to  use  the  lab's  services. 


ZANNER:  "QUALITY  MEANS  SAVING  BUCKS" 


Sandia  has  a  unique  franchise.  Buildin  ; 
reliable  nuclear  arsenal  has  yielded  a  treasi-f 
trove  of  knowhow.  Take  missiles:  Designee to 
sit  idle  for  decades,  they  must  fly  at  a  o- 
ment's  notice.  To  meet  such  standardsot 
reliability,  Sandia  has  developed  rigorous  t< 
and  controls  for,  among  other  things,  the  cli 
crucial  to  launching  and  triggering  the  weapj||j 
The  same  stringent  measures  are  usedn 
designing  advanced  alloys  used  in  warheadili 
Now,  Sandia  is  trying  to  persuade  companieflp 
tap  this  expertise.  Last  year,  a  consortium  ol 
companies,  including  such  major  players  as  Pw 
&  Whitney  Co.  and  Allied-Signal,  agreed  to  m 
$250,000  apiece  to  share  research  done  by  San«j 
liquid-metals  processing  lab.  Using  state-of-W 
art  furnaces  and  ill 
trols,  metallurgists  Ii 
the  lab  are  develojlj 
ways  to  detect  mirH 
defects  during  thelj 
finement  process  H 
high-strength  airc  H 
alloys.  The  result  H 
high    quality  wolB 
eliminate  costly  desn 
changes  later  on  i>r 
aerospace  and  oti 
parts.  "Quality  meis 
saving  bucks,"  exphjs 
Frank  Zanner,  vio 
heads  the  metals  k. 

Sandia's  Microe'e- 
tronics  Quality/  Re* 
bility  Center  is  m«- 
ing  the  same  pitch'/) 
the  chip  industry.  <o 
far,   National  Sei- 
conductor    Corp.  n 
Santa  Clara,  Calif.,  ;.d 
Signetics  in  Albuquerque  have  signed  up  to 
the  lab's  advanced  chip-testing  equipment.  / 
lab  coordinator  Ted  Dellin  believes  the  rising  c 
of  buying  this  equipment  could  attract  giants  s? 
as  IBM  and  Apple  Computer  Inc. 

There  are  still  bridges  to  be  crossed  bef< 
Sandia  can  become  a  major  supplier  of  services 
the  private  sector.  It  has  to  overcome  a  certn 
shyness:  For  years,  its  scientists  have  engagecn 
supersecretive  work  on  weapons  of  mass  destn- 
tion.  And  years  of  supplying  weapons  withd 
regard  to  their  cost  have  insulated  Sandia  frn 
the  harsh  economics  of  private  industry.  So  r 
Sandia,  the  task  of  helping  U.  S.  industry  compe 
could  easily  rival  the  biggest  challenges  ever  p«- 
sented  by  the  Cold  War. 

By  Eric  Schine  in  Albuquen 
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How  do  you  improve  on 
the  car  that  became  a  symbol 
for  quality  in  America? 

You  make  it  better. 


The  New  LeSabre 


Buick  LeSabre  has  earned  an  enviable 
reputation  for  quality.  Of  course,  that  didn't 
stop  the  people  at  Buick  from  striving  to 
make  LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the  safety  of 
optional  anti-lock  brakes  (ABS),  as  well  as  a 
standard  driver-side  air  bag. 

Roomier 

The  6-passenger  LeSabre  now  gives  you 
even  more  front  headroom  and  rear 
legroom.  And  the  spacious  trunk 
is  easily  accessible,  thanks  to  the 


ingenious  new  low  liftover  design. 
Quieter 

LeSabre's  aerodynamic  shape  is  designed 
to  please  both  your  eyes  and  ears.  Wind  noise 
is  reduced  to  a  whisper,  while  special 
acoustical  insulation  all  but  banishes  road 
noise  from  the  interior. 

More  Powerful 

The  LeSabre's  3800  V6  engine  now  offers 
even  more  horsepower.  Yet  it  gets  an  EPA 
estimate  of  18  mpg  city/28  highway. 

To  learn  more  about  the  qualities  that 
make  the  new  Buick  LeSabre  even  better, 
please  call  1-800-531-1115. 

Or  better  yet,  see  your  Buick 
dealer  for  a  test  drive  today. 


The  New  Symbol  For  Quality 
In  America. 


©1991  GM  Corp  All  rights  reserved 
LeSabre  is  a  registered  trademark  of  GMCorp 
Buckle  up.  America1 


GM 
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CORNING  LABORATORIES 


'A  WARM  FEELING  INSIDE' 

Coming's 
quality  effort 
rivals  Japan's 
best — and  saves 
a  fortune 


LAB  TOUR 


>  LOCATIONS: 

Corning,  N.Y.; 
Avon,  France; 
Shizuoka,  Japan 

'  ANNUAL  BUDGET: 

$124.5  million 

FOUNDED:  1908 

T1MARY  MISSION: 

Develop  new  Technol- 
ogy for  glass  and 
special  materials 


Back  in  the  mid-1980s,  Ralph 
A.  Westwig's  experiments  in 
fiber-optic  technology  were 
being  hindered  by  a  perpetu- 
al shortage  of  odd  tools  and 
spare  parts.  Hours  of  re- 
search time  were  being  wast- 
ed, he  felt,  because  his  bosses  at  Corning  Inc.'s 
research  and  development  labs  were  acting  pen- 
ny-wise and  pound-foolish. 

Things  like  that  don't  happen  much  now  that 
Corning  Chairman  James  R.  Houghton's  concept 
of  "total  quality"  has  taken  hold.  Introduced  eight 
years  ago,  the  idea  has 
led  to  the  creation  of 
"corrective  action  teams" 
to  solve  thorny  problems. 
In  1986,  Westwig  and 
four  other  scientists 
formed  the  first  such 
team  in  R&D  and  pro- 
posed buying  $66,000 
worth  of  supplies,  includ- 
ing lasers  and  delicate 
lenses,  that  would  reduce 
idle  time  during  experi- 
ments for  up  to  40  re- 
searchers. In  the  next 
three  years,  Westwig  cal- 
culates, two  new  cabinets 
of  parts,  plus  $600  spent 
to  assemble  a  machine 
shop  from  stuff  the  com- 
pany had  lying  around, 
netted  Corning  $1.2  mil- 
lion in  higher  productiv- 
ity. "We  were  skeptical 
about  this  quality  con- 
cept," says  Westwig.  "But 
when  we  saw  that  it 
worked,  it  gave  us  a  warm  feeling  inside." 

Corning  considers  its  quality  program  a  key 
element  in  its  emergence  as  a  leader  in  markets 
hotly  contested  by  the  Japanese,  including  fiber 
optics.  In  fact,  quality  programs  have  saved 
the  labs  $21  million  over  the  past  four  years. 
New  products  are  being  pushed  out  faster  than 
ever,  and  costs  are  coming  down— part  of  the 
reason  Coming's  return  on  equity  was  16.3% 
last  year,  up  from  7.3%  in  1983.  "They're  one  of 
the  few  companies  outside  Japan  that  successful- 
ly encourages  a  spirit  of  continuous  improve- 
ment and  innovation"  among  scientists,  says 
Alan  R.  Fusfeld,  a  consultant  in  Framingham, 
Mass.,  who  worked  with  Corning  in  the  mid- 
1980s.  As  a  further  testament,  companies  such 
as  Westinghouse  Electric  Co.  and  Clorox  Co. 


WESTWIG:  $1.2  MILLION  IN  EASY  SAVINGS 


have  paid  Corning  to  learn  about  its  appro|h. 

What  they're  buying  is  a  process  that  ism 
same  in  R&D  as  it  is  in  manufacturing  and  r» 
keting.  Nearly  70%  of  Coming's  1,200  scientjte 
and  engineers  belong  to  quality  teams  tat 
probe  issues  ranging  from  improving  cooperaar 
between  researchers  and  marketing  folks  ton- 
creasing  customer  satisfaction. 

Corning  has  also  formalized  a  so-called  imita- 
tion process  to  improve  product  developing 
New  products  are  subject  to  tough  scrutiny 
specified  points  in  the  development  cycle,  id 
weak  ones  are  winnowed  out  before  too  mucis 
invested  in  them.  Tl : 
project  teams  with  reije 
sentatives  from  reseat! 
development,  manufacl 
ing,  and  marketing  gile 
promising  prototypes  fn 
the  labs  to  market. 

The  innovation  procs 
helped  the  company  de 
op  a  new  cranberry-4- 
ored  version  of  Cornir's 
Visions  cookware  in  reed 
time  for  this  Christrrk 
The  project  wasn't  cv 
ceived  until  June,  and  '> 
ing  it  in  five  months- 
what  it  might  have  tain 
otherwise— "was  not  gog 
to  be  good  enough,"  s;:s 
Gerald  J.  Fine,  mana^r 
of  consumer  products  fe- 
velopment.  So,  some  jO 
team  members  work! 
concurrently  on  everythi 
from  ordering  raw  ma^- 
rials  to  advertising— sfl 
cut  development  time  t) 
a  manageable  three  months. 

Coming's  quality  process  is  not  without  wet- 
nesses. Employees  complain  there's  too  mip 
paperwork— including  surveys  on  how  longt 
takes  to  do  certain  tasks  and  how  satisfied  tf/ 
are  with  their  jobs.  In  all,  administrators  at 
livan  Park,  Coming's  R&D  home,  keep  track  of'S 
statistical  measures  of  performance.  "My  bigg* 
fear,"  says  consultant  Fusfeld,  "is  that  scienti  • 
will  be  overbureaucratized  and  overritualized 
So  far,  this  fear  has  not  been  realized,  eva 
though  quality  has  "become  a  way  of  life,"  s;.- 
David  A.  Duke,  vice-chairman  for  technolo-' 
at  Corning.  Indeed,  Houghton's  hunch  h< 
turned  out  to  be  right:  It's  hard  to  get  1 1 
much  of  a  good  thing. 

By  Geoffrey  Smith  in  Corning,  N- 
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"We're  a  small  human  resource 
consulting  firm,  and  we  can't 
afford  to  make  mistakes." 

"So  when  I  called  Pitney 
Bowes,  I  was  very  clear  about 
what  I  was  looking  for  in  a 
mailing  system.  I  wanted  to 
know  when  it  could  be 
delivered,  how  much  it 
would  cost  and  what  kind 
of  service  commitment  they 
were  willing  to  make." 

"Our  Pitney  Bowes 
representative  quoted  me  a 
price,  explained  the  service 
contract  and  promised  me  a 
system  in  two  weeks. ..then  we 
shook  on  our  agreement.  Well 
I  went  away  on  a  business 
trip. ..and  when  I  returned  four 
days  later,  our  new  Pitney 
Bowes  meter  and  scale  were 
up  and  functioning." 

"I  was  elated.  It  was  a 
very  pleasant  surprise  to  see 
that  a  large  company  like 
Pitney  Bowes  would  treat  a 
small  customer  with  such 
professionalism  and  courtesy.' 

"A  lot  of  companies  preach 
customer  service.  Pitney 
Bowes  delivers." 

At  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  Ami  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee'"  For  more 
information,  call  1-800- 
MR  BOWES  ext.  3068. 
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Pitney  Bowes  went  above  and 
beyond  the  call  to  serve  our 
mailing  needs.  They're 


an  exceptional 
company." 


George  Anderson 

Vice  President,  Executive  Recruiting 
Gans,  Gans  and  Associates 
Chicago,  Illinois 
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STEVEN  ROSENBERG,  NATIONAL  CANCER  INSTITUTE 

THE  COURAGE  TO  FAIL 


To  fight  cancer, 
the  maverick 
doctor  is  trying 
to  soup  up  the 
body's  immune 
system 


RESUME 


C"  e:  c:  S.-ge-". 
National  Cancer 
Institute 

%-Bom  Ai>g\jsf  2, 
1940,  New  York  Gty 

►MD,  Johns  Hopkins, 
1964 

►PhD,  Harvard,  1968 
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Cancer  Prize,  1985, 

1988 

-  .—  =  -  5'  :o-cjtho' 
13  boob,  nearly  500 
scientific  papers 


In  the  ever- widening  battle 
against  cancer,  doctors  com- 
mand an  arsenal  of  lethal 
weapons:  toxic  chemicals, 
radiation,  and  surgery.  Yet 
despite  this  firepower.  510.000 
Americans  die  of  cancer  ev- 
ery year.  That's  why  Dr.  Steven  A.  Rosenberg 
of  the  National  Cancer  Institute  is  trying  a  dif- 
ferent strategy.  He  wants  to  boost  the  body's 
own  defenses,  rather  than  attack  the  disease  di- 
rectly. "Our  dream  is  to  cure  cancer  by  stimulat- 
ing" the  immune  system."  he  says. 

After  more  than  20  years  of  work.  Rosenberg, 
a  leading  cancer  researcher,  is  coming  tantahzing- 
ly  close.  In  the  1980s,  he  discovered  cells  in  the 
immune  system  that  at- 
tack tumors,  then  he 
enhanced  their  killing 
potential.  Xow.  he  is  do- 
ing historic  experiments 
using  gene  therapy— in- 
serting new  genes  into 
people.  And  he's  brim- 
ming with  ideas  for  nov- 
el therapies,  including  a 
cancer  vaccine.  Says  A. 
Dusty  Miller,  a  gene- 
therapy  expert  at  the 
Fred  Hutchinson  Cancer 
Research  Center  in 
Seattle:  "Some  people 
take  10  years  to  do 
what  Steve  might  do  in 
a  year." 

Critics  say  Rosen- 
berg leaps  into  experi- 
ments before  he  fully 
grasps  the  underlying  biology.  But  at  the  cutting 
edge  of  research  there  are  two  seemingly 
conflicting  definitions  of  quality.  One  is  doing 
meticulous  experiments.  The  other  is  making 
huge  advances,  which  requires  a  flood  of  ideas. 
Most  will  turn  out  to  be  wrong,  but  a  few  will 
be  golden.  That's  why  doing  top  science  means 
"having  the  courage  to  fail."  says  Rosenberg. 
And  the  dapper  workaholic  fits  that  bill. 

In  1968.  while  a  resident  in  a  Boston  hospital. 
Rosenberg  saw  a  patient  whose  stomach  cancer 
spontaneously  disappeared.  Hoping  to  repeat 
that  miracle,  he  put  blood  from  the  man  into  an- 
other victim.  "That  experiment  was  born  of 
desperation."  he  says.  It  didn't  work. 

Subsequent  attempts  to  enlist  the  immune 
system  against  cancer  failed,  too.  until  the  mid- 
1980s.  By  then,  scientists  knew  that  a  substance 
called  interleukin-2  >IL-2'  stimulates  lvmpho- 


BRIMMING  WITH  IDEAS  FOR  NOVEL  THERAPIES 


cytes.  or  white  blood  cells  that  attack  mt 
Rosenberg's  team  discovered  specific 
lymphocytes  that  fight  cancer  in  a  test 
The  team  developed  a  way  to  extract  these  i 
cer-fighters  from  patients,  grow  them  in 
tubes  with  EL-2.  then  reinsert  the  cells, 
with  more  IL-2.  In  1984.  Rosenberg  used 
therapy  to  treat  a  29-year-old  naval  officer 
widespread  melanoma,  the  most  dangerous 
of  skin  cancer.  "At  that  point,  66  patients 
row  in  the  experiments  had  died."  says 
senberg.  So  when  the  officer's  cancer 
peared.  "it  was  a  dramatic  moment.  We  we 
nally  able  to  reproduce  what  I  had  seen  in 

Still,  the  treatment  cures  only  10ct  of 
tients.  So  Rosenberg  has  turned  to  a  more  - 
ic  approach— inser 
genes  for  tumor- 
substances  into  hj 
cytes.  boosting  their 
tency.  Despite  mi 
controversy  and  a  i 
protests,  Rosenberg 
permission  to  start  fcjyf 
historic  experiment  1 
May  22,  1989.  The  f 
gene  given  to  patiei 
was  simply  a  "mark 
designed  to  test 
safety  of  the  idea.  1 
year.  Rosenberg  ad< 
a  gene  with  therape 
potential   and  bej 
treating  four  patien 

Now.   he's  testj™* 
substances  similar 
IL-2  that  may  w<  - 
better.  He  is  think 
of  modifying  lymphocytes  with  other  gei 
that  either  produce  more  tumor-killing  s 
stances  or  reduce  the  need  for  EL-2.  thus  n 
ing  the  treatment's  side  effects.  And  he's 
perimenting  with  a  "cancer  vaccine."  Extract 
tumor  cells,  adding  a  new  gene,  then  return 
the  tumor  cells  to  the  body  seems  to  kick 
immune  system  into  high  gear,  causing  1 
body  to  reject  the  gene-altered  cells  and  oti  ■"- 
cancer  cells. 

How  does  Rosenberg  keep  such  ideas  fit 
ing?  "The  biggest  advances  come  from  findits 
that  aren't  predicted."  he  says.  "You  won't  mi 
the  unexpected  observations  without  to  : 
commitment,  focus,  and  confidence."  And, 
might  have  added,  breakneck  speed.  Because 
Rosenberg's  patients,  finding  a  better  trej 
ment  is  a  matter  of  life  or  death. 

By  John  Carey  in  Bethesda,  i 
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MARC  NEWKIRK,  LANXIDE  CORP. 


HE'S  A  MATERIALS  BOY 


Marc  Newkirk's 
brand  of 
ceramics  'could 
be  the  biggest 
thing  since  the 
transistor' 


President  &  CEO, 
Lanxide  Corp. 

Born  Feb.  26,  1947, 
Urbana,  III. 

BS  (materials  engi- 
neering), Brown, 
1969. 

Member,  Council  on 
Competitiveness,  chair- 
nan,  Advanced 
Ceramics  Assn. 

Has  filed  more  than 
?.000  patents 

worldwide 


When  it  comes  to  the  gospel 
of  quality.  Marc  S.  Newkirk 
is  a  believer.  But  the  burly 
president  of  tiny  Lanxide 
Corp.,  a  materials  company 
in  Newark,  Del.,  doubts  that 
quality  maxims  alone  will 
conquer  the  competition.  Soon,  "everyone  will 
be  honing  quality  down  to  a  science,"  says  the 
44-year-old  engineer.  "The  only  way  to  win  will 
be  to  have  a  technological  advantage."  Indeed, 
when  technology  makes  a  leap,  those  who  are 
simply  content  to  refine  existing  products  are 
very  likely  to  be  left  behind,  as  were  those 
carriage  makers  who  scoffed  at  the  automobile. 

The  leap  Newkirk  is  pio- 
neering could  lead  to  mate- 
rials of  intrinsically  higher 
quality.  Lanxide  is  selling 
advanced  reinforced  ceram- 
ics and  metals  of  unprece- 
dented performance  to  min- 
ing companies  and  makers 
of  weapons  and  airplane  en- 
gines. "Marc  has  made  a 
major  materials  discovery," 
says  Pennsylvania  State 
University  materials  scien- 
tist Rustum  Roy.  "It  could 
be  the  biggest  thing  since 
the  transistor." 

The  idea  that  launched 
Lanxide  sprang  from 
an  annoying  industrial 
problem.  In  making  alumi- 
num alloys,  blobs  of  alumi- 
num oxide  can  form  on  the 
surface  of  the  molten  metal.  The  lumps,  which 
resemble  coral,  can  jam  casting  furnaces. 

Newkirk's  epiphany  came  when  he  realized 
that  the  blobs  could  lead  to  a  new  class  of  mate- 
rials. Ceramics  are  made  by  fusing  particles  oi 
metal  oxides  using  heat  and  pressure.  Newkirk 
reasoned  that  combining  the  nettlesome  alumi- 
num oxides  with  reinforcing  fibers  of  a  wide 
range  of  materials  might  produce  "a  ceramic 
answer  to  fiberglass,"  which  can  be  molded  into 
many  shapes.  That  would  be  an  important 
breakthrough.  Ceramics  are  strong,  light,  and 
resist  heat  and  corrosion,  but  they  are  usually 
too  brittle  to  be  widely  used. 

Newkirk's  method  yields  products  that  are 
far  tougher  than  most  traditional  ceramics.  That's 
why  his  idea  attracted  the  Pentagon's  attention. 
Within  a  year  of  founding  Lanxide,  in  1983,  with 
$3.5  million  in  venture  capital,  Newkirk  snared  a 


A  CERAMIC  ANSWER 


•SI  million  grant  from  the  Defense  Advanc 
search  Projects  Agency  and  hired  a  top-no 
search  team.  At  the  time,  there  were  no  gu 
tees.  "No  one  knew  if  you  could  control^ 
growth  of  the  lumps  or  whether  you  couldj 
from  there  to  a  product,"  says  Newkirk. 

Now,  $150  million  and  more  than  100  1 
patents  later,  Lanxide  believes  it  has  a  pri 
process.  The  basic  recipe  goes  like  this: 
forcing  material,  such  as  silicon  carbide,  is 
ioned  into  the  shape  of  a  turbine  blade  or 
other  desired  part.  This  "preform"  is  pll 
atop  a  vat  of  molten  aluminum  alloy.  A 
side  the  reinforcing  material  reacts  witi 
aluminum  to  form  aluminum  oxide.  Acting 
sponge,  the  preform 
up  molten  metal  until 
entirely  filled  with  th 
minum  oxide  ceramicl 
using  different  raw  mal 
als,  engineers  can  nijk 
products  with  specially 
ored  properties  sue 
abrasion-resistance,  ea 
toughness,  or  the  abilit  t 
conduct  heat.  And  byw 
ting  the  molten  metal  K 
up  into  the  preform  \l 
out  reacting  with  air, 
company  can  make  | 
forced  metals  in  additi 
ceramics. 

When  Lanxide  unv 
its  technology  a  few 
ago,  Penn  State's  Ro; 
calls,  scientists  were  ski 
cal.  But  now,  he  says,  1 
surements  of  the 
materials'  properties  are  so  striking  that  p 
pay  attention."  Now,  Lanxide  must  make  a 
nological  success  a  commercial  one.  It  has  a 
venture  with  Canada's  Alcan  Aluminum 
to  make  mining  tools  and  other  products 
must  withstand  abrasion.  Three  other  ven' 
with  Du  Pont  Co.  will  fashion  armor  for  the 
tagon,  build  electronic  components,  and 
aerospace  parts.  Newkirk  wants  more  pa: 
and  worries  that  U.  S.  companies  don't  hav< 
vision  to  invest.  "We  may  have  to  do  it 
foreign  partners  or  do  it  ourselves,"  he  say: 
Either  way,  Newkirk  believes  that  Lanxj 
products  are  on  the  cusp  of  a  materials  rei 
tion.  "I  see  them  being  used  everywhere  L- 
machine  tools  and  robots  to  automobiles."  (M1 
ly  optimistic?  Maybe.  But  then,  innovation  <mn> 
springs  from  faith  in  your  own  ideas. 

By  John  Carey  in  Newark,  ml 
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THINK  TANKS  HAVE 
THEIR  THINKING  CAPS  ON 

Whether  it's  hard  statistics  or  the  vagaries  of  management,  R&D  on  quality  is  booming 


r 


For  University  of 
Waterloo  statistician 
Jock  MacKay,  doing 
research  on  quality 
offers  the  chance  to 
tackle  the  "weird 
and  wonderful"  prob- 
in  factories  around  its  Waterloo 
,.)  campus.  Consider  the  case  of 
fickle  soup-can  machine.  Campbell 
)  Co.'s  contraption  sports  35  noz- 
each  of  which  sucks  up  soup  from 
ant  kettle,  then  spews  the  liquid 
a  can.  But  the  machine  can't  al- 
3  fill  all  35  cans  to  the  same  level. 
Campbell  overfills  some  cans  so 
all  have  the  minimum  amount  of 
i  it  promises. 

he  obvious  question  is  whether 
B  nozzles  are  consistently  off  the 
k.  But  the  process  goes  too  fast 
:11.  That's  where  MacKay's  statisti- 
vizardry  comes  in.  By  charting  the 
I  in  every  can,  then  applying  math- 
tical  analysis,  the  professor  will  be 
to  link  individual  cans  to  specific 


nozzles  that  can  be  fixed.  The  prob- 
lem seems  small,  says  MacKay,  but 
solving  it  will  boost  the  quality  of  the 
process— and  bring  Campbell  far  more 
than  a  soupcon  of  savings. 

The  work  of  MacKay  and  scores  of 
fellow  explorers  is  one  small  part  of  a 
growing  research  effort  on  quality.  At 
one  end,  statisticians  are  developing 
mathematical  methods  so  esoteric  that 
no  one  knows  how  to  apply  them  to 
real  quality  problems.  Other  research- 
ers are  working  on  more  practical  tech- 
niques for  cutting-edge  factories.  One 
of  these  involves  monitoring  the  vari- 
ables in  an  industrial  process,  then  de- 
termining why  the  process  varies,  caus- 
ing defects.  Says  J.  Stuart  Hunter, 
statistics  professor  emeritus  at  Prince- 
ton University:  "Dozens  of  exciting  de- 
velopments are  cascading  out  of  the 
research." 

And  some  controversy,  too.  Some 
scientists  disparage  "hard"  statistical 
and  technical  methods.  They  argue 
that  research  should  focus  on  the  fuz- 


zier side  of  quality— management  tech- 
niques that  turn  ordinary  workers 
into  quality  hounds.  The  bickering  also 
can  get  highly  technical.  On  the  is- 
sue of  quality  design,  for  example, 
"there  are  some  important  issues— 
and  a  lot  of  nitpicking,"  says  Water- 
loo's MacKay.  "We  can't  agree  on 
which  is  which,  so  I  don't  know  how 
you  can  sort  it  out." 

What  is  clear  is  that  things  are 
hopping.  "We've  learned 
more  in  the  last  5  years  than 
in  the  previous  15,"  says  A.  Blanton 
Godfrey,  chairman  and  CEO  of  the  Juran 
Institute,  a  quality  think  tank  in  Wilton, 
Conn.  Witness  the  headway  in  improv- 
ing the  quality  of  designs  for  every- 
thing from  tiny  bearings  to  huge  com- 
munications networks.  Adds  Soren 
Bisgaard,  associate  director  of  the  Cen- 
ter for  Quality  &  Productivity  Improve- 
ment at  the  University  of  Wisconsin: 
"There  has  been  a  group  of  statisticians 
working  on  incredibly  interesting  theo- 


WHERE  THE  ACTION  IS  IN  QUALITY  RESEARCH 

search  into  new  tools  for  quality  management  is  under  way  at  a  variety  of  universities  and  think  tanks. 
Here's  a  sampling  of  institutions  supporting  important  work 


UNIVERSITY  OF 
WISCONSIN 


MADISON,  WIS. 


George  E.  P.  Box, 

Director 
Studies  corporate 
structures  that  pro- 
mote quality,  devel- 
ops better  methods 
of  conducting  ex- 
periments, design- 
ing high-quality 
products 


McMASTER 
UNIVERSITY 


HAMILTON,  ONT. 


John  MacGregor, 

Professor  of  chemical 
engineering 

Perfecting  methods 
to  measure  key  pa- 
rameters in  industri- 
al processes,  not 
only  to  prevent  er- 
rors, but  also  to 
identify  their  causes 


AMERICAN 
QUALITY 
FOUNDATION 


NEW  YORK,  N.Y. 


Joshua  Hammond, 

President 
Collating  corporate 
financial  perfor- 
mance and  quality 
strategies  to  pin- 
point  impact  on 
profits.  Also  prob- 
ing psyche  of 
American  workers 


FORDHAM 
UNIVERSITY 


NEW  YORK,  N.Y. 


James  A.  F.  Stoner, 

Professor  of 
management  systems 

Frank  M.  Werner, 
Professor  of  finance 

Investigating  how 
quality  principles 
can  be  applied  to 
corporate  financial 
operations 


UNIVERSITY  OF 
LOUISVILLE 


LOUISVILLE,  KY. 


David  J.  Faulds, 
Professor  of  marketing 
Compiling  data 
on  quality  and 
product  prices,  to 
chart  industry  and 
national  fluctua- 
tions. Also  correlat- 
ing quality,  value, 
market  share 
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ries  on  how  to  conduct  experiments." 

In  the  traditional  approach,  an  engi- 
neer builds  a  series  of  prototypes,  each 
differing  from  the  next  in  a  crucial 
way,  such  as  the  shape  of  the  valves 
on  an  auto  engine.  But  there  are  so 
many  key  factors  that  no  designer  can 
test  more  than  a  fraction  of  the  pos- 
sible combinations.  Enter  statistics. 
Building  on  ideas  of  British  scientist 
R.  A.  Fisher  in  the  1920s  (page  15), 
statisticians  such  as  Wisconsin's  George 
E.  P.  Box  have  devised  methods  to 
identify  the  few  combinations  that  are 
likely  to  lead  to  the  best  design. 

Bisgaard  cites  as  an  example  work 
he  and  designers  at  Mercu- 
ry Marine  did  to  develop 
a  quieter  fishing  motor. 
Engineers  knew  that  at 
least  eight  factors,  from 
the  size  of  the  flywheel  to 
the  pattern  of  gear  mesh- 
ing, affect  noise.  But  that 
meant  at  least  256  possible 
combinations  to  test.  "If 
engineers  had  to  try  them 
all,  they  would  never  get 
done,"  says  Bisgaard.  Us- 
ing the  new  statistical 
methods,  he  narrowed  the 
choices  to  16.  Further  fid- 
dling showed  that  three 
factors— gear  ratio,  ignition 
timing,  and  flywheel  size- 
were  the  most  important. 
A  few  simple  changes  in 
these  led  to  a  far  quieter 
motor. 


lead  to  big  quality  gains  in  chemicals, 
plastics,  and  other  products.  The  secret 
lies  in  measuring  dozens  of  factors- 
such  as  temperature,  pressure,  and  gas 
composition— many  times  a  second  dur- 
ing manufacturing.  When  values  wan- 
der, all  this  feedback  is  used  to  correct 
the  process.  But  at  the  same  time,  ad- 
vanced statistical  techniques,  centered 
around  a  method  called  partial  least 
squares,  crunch  the  data  from  the  var- 
iables down  to  two  or  three  parame- 
ters. Statisticians  then  can  glance  at  a 
computer  screen  and  tell  instantly  that 
the  process  is  straying  from  the  ideal— 
and  why.  A  typical  cause:  tiny  vari- 


ft  ft 
Hit 


Once  a  product  is 
designed,  the  key 
to  quality  is  mak- 
ing it  exactly  the  same  way 
every  time.  Here,  quality 
strategies  diverge.  In  sta- 
tistical process  control,  de 
veloped  by  Walter  A.  Shewhart  at  Bell 
Labs  in  the  1920s,  statistical  charts  are 
used  to  show  when— and  why— a  manu- 
facturing process  strays  too  far.  By 
contrast,  manufacturing  engineers  use 
sensors  and  controls  to  prevent  any 
straying.  But  by  doing  that,  argues 
quality  expert  W.  Edwards  Deming, 
they  lose  all  the  information  about  why 
the  process  errs,  so  the  root  cause  is 
never  uncovered.  Until  recently,  "there 
was  quite  a  bit  of  hostility"  between 
the  proponents  of  each  approach,  says 
chemical  engineer  John  MacGregor  of 
McMaster  University  in  Hamilton,  Ont. 
"People  in  the  same  company  were  at 
each  others'  throats." 

MacGregor  is  pioneering  methods 
that  combine  the  two  approaches  and 


MACGREGOR:  OFTEN,  IT'S  THE  TECH1ES  VS.  THE  MANAGEMENT-MINDED 

ables  in  the  composition  of  raw  materi- 
als that  can  be  corrected  by  suppliers. 
With  this  approach,  says  MacGregor, 
"we  can  get  the  best  of  both  worlds." 

Even  as  MacGregor  hones  his  meth- 
ods for  companies  such  as  Eastman 
Kodak  Co.  and  Exxon  Corp.,  other  ex- 
perts say  the  most  important  research 
lies  elsewhere.  "The  hot  issues  are  in 
management,"  declares  Edward  Fuchs, 
director  of  the  Quality  Excellence  Cen- 
ter at  Bell  Labs.  Experts  say  most 
U.S.  companies  don't  know  how  to 
manage  for  quality.  "If  you  have  a  foot 
on  both  the  technical  and  management 
sides,  you  can  see  all  these  lovely  tools 
being  created— and  the  terribly  pedes- 
trian way  they  are  used  in  many  com- 
panies," says  Princeton's  Hunter. 


That's  why  the  quality  officer 
13  companies  gathered  at  Colur 
University's  Deming  Center  for  Q 
ity  Management  earlier  this  yea 
make  a  wish  list  for  research  on  i 
agement.  "The  list  includes  clarif; 
the  role  of  senior  management  in 
ing  a  total  quality  effort,  learning 
to  get  the  troops  to  follow  a  qui 
policy,  proving  that  total  quality  c 
works,  and  figuring  out  which 
are  most  important,"  says  the  cerc 
research  director,  Peter  J.  Kolesa 
Spurred  by  this  call  to  arms,  qu 
researchers  are  collecting  reams  of  f 
cial  data  on  companies  to  find  con 
tions  between  quality 
profits.  And  they're  pro 
within  companies  to  I 
how  to  motivate  worke 

Some  of  the  initial 
ings  are  startling.  In  a 
ject  at  the  American  Q 
ity  Foundation,  a  nonp 
research  group,  psycl 
gist  Gilbert  C.  Rapaille 
been  interviewing  gn 
of  workers.  "One  surp 
is  that  Americans  don 
things  right  the  first 
because  there  is  an  un 
scious  need  not  to  pu 
perfection,"  says  Jo 
Hammond,  president  o] 
aqf.  So  a  manageme 
insistence  on  quality 
bring  on  a  sense  of  gu 
hardly  the  way  to  moti 
workers.  Hammond 
that  an  often-used  U.  S 
ward  system— bonuse  SIS 
yearend— doesn't  sq 
with  Americans'  bias 
immediate  feedback 

These  results  argue 
"profound"  changes 
management  tactics,  E 
mond  argues.  Companies  need  to 
ward  workers  more  frequently, 
brate  achievements  more  often- 
mistakes,  if  lessons  are  learned  f 
them— and  allow  for  more  indivi 
growth  and  contribution.  Says  I: 
mond:  "Change  is  very  threatening 
Americans  if  they  don't  control  it, 
can  be  very  positive  if  they  do. 

Whether  they  work  in  labs  or  off 
researchers  on  quality  are  paving 
way  for  rapid  progress.  "I  think 
are  finally  understanding  how  all  tl 
things  fit  together,"  says  Donald 
Marquardt,  manager  of  Du  Pont's  C 
ity  Management  &  Technology  Cei 
Now,  it's  up  to  businesses  to  put 
findings  to  use. 

By  John  Carey  in  Washin 
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OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 

50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


te  Travelers,  service 
>,000  names, 
it's  the  number  of 
lers  employees  dedicated  to 
;ner  satisfaction, 
d  that's  the  real  Travelers 
ence. 

e  that  can  be  measured  in 
thing  we  do  for  you . . .  from  24-hour 
se  hotlines  to  an  investment  of  $200 
n  —  last  year  alone — to  provide  even 
underwriting  skills  and  management 
ir  claims. 

a  difference  you  will  experience  through 

vork  of  local  of  f  ices  and  a  team  of  experts 

led  to  your  account — people  whose 

|te  knowledge  of  your  business  enables 

ker,  smarter  response. 

a  difference  backed  by  $55  billion  in 

'  and  a  127  year  tradition  of  service. 

vice  The  Travelers  Way. 

velers  Companies,  Hartford,  Connecticut  06183 


helravelersj 

better  off  under  the  Umbrella! 


Right  now,  140  airlines  are  filling  their  planes  ism 


til 


t  ■  •  • 


The  business  goal  of  any  airline  is  simple:  to  get  maxi- 
mum revenue  from  every  available  flight.  But  to  reach 
that  goal  takes  nothing  less  than  the  most  sophisti- 
cated information  systems. 

That's  why  every  airline  has  to  choose  a  computer 
company  it  can  rely  on  to  handle  its  mission-critical 
applications  like  reservations,  departure  control, 
cargo  and  flight  operations. 

And  that's  why,  in  the  last  several  months,  Thai 
Airways,  Mexicana  Airlines  and  TAP-Air  Portugal 
placed  large  orders  with  Unisys.  They  join  a  growing 
roster  of  carriers  like  Air  France,  All  Nippon,  North- 
west and  United. 

Of  course,  trusting  your  airline  to  Unisys  is  nothing 
new.  The  fact  is,  14  of  the  world's  top  20  airlines 
choose  Unisys  computers  to  help  them  arrive  at  their 
business  goals. 

So  if  running  your  business  organization  depends 
on  high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  67.  Working  in  over  100 
countries,  Unisys  offers  information  systems  that  can 
give  any  enterprise  a  real  lift. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 

UNISYS 


Our  9W  1 
Meet-Free  Recotd 
Wbuld  Thrill  Other 

Companies.Mfe,Though^ 
writ  Even  Start 

Tinging  Until  99.99 

We  like  a  thrill  as  much  as  the  next  guy.  While  a  99.76%  defect-free  record  would  thrill  some,  we'r 
holding  out  for  the  really  big  shivers.  They  come  at  the  almost  mythical  level  of  100%  reliability. 

We're  almost  there.  For  example,  our  IBM'  Easy  strike' ribbons  have  attained  a  consistent  level  c 
just  three  defects  per  million.  We  don't  know  of  anyone  in  our  industry  who  has  achieved  this  degree  of 
reliability:  But.  we  can  do  better. 

You  bought  an  IBM  machine  for  the  best 
performance  and  reliability.  When  Lexmark 
reaches  100%  reliability;  you'll  have  more  than 
the  best.  And  our  quality'  control  people  will 
have  one  heck  of  a  party. 

We're  Lexmark,  exclusive  manufacturer 
of  original  IBM  typewriter  ribbons.  For  more 
inform  ation.  to  order  products  or  to  find  the  dealer 
nearest  you,  call  1-800-IBM-2468.  (In  Canada, 
call  1-800-465-1234.) 

Lexmark 

Exclusive  manufacturer  of  original 
IBM  typewriter  ribbons. 

IBM  is  a  registered  trademark  of  International  Business  Machines  CorporaDon  and  is  used  under  license  IBM  supplies  are  manufactured  and  distributed  by  Lexmark  International,  lnc  under  license  froi  I 
International  Business  Machines  Corporation  Lexmark  is  a  trademark  of  Lexmark  IntemationaL  lnc  e  1 99 1  Lexmark  IntemationaL  Inc. 


1  has  since  World  War 
he  U.  S.  continues  to  dom 
■e  every  other  nation  in  the  annual 
?arch  and  development  spending  race. 
>.  companies  plowed  $70  billion  last  year 
•  their  technological  future.  Once  again, 
'ever,  overseas  rivals  outpaced  the  U.  S. 


of  909  U.  S.  companies, 
the  other  showing  the 
R&D  budgets  of  200  of  the  top  foreign 
competitors— tell  the  story. 

The  worldwide  economic  slump  and 
increasing  global  competition  are  having 
other  effects  on  R&D  spending.  Every- 


pending  growth.  BUSINESS  week's  latest   where,  the  goal  is  to  pick  the  right 

i  Scoreboards— one  tracking  the  outlays    projects— and  accomplish  more  with  less 
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R&D  STATISTICS 

I     SCOREBOARD  I 


A  TIGHTER 
FOCUS  FOR  R&D 


s  res 


Higher  costs  and  lower  profits  force  more  teamwork,  fewer  blue-sky  projects 


U.  S.  in  raw  numbers  continues  to 
inate  every  other  nation.  Four  o 
world's  top  six  corporate  R&D  spei 
last  year  were  U.  S.-based  (the 
two  were  Siemens  and  Hitachi  Ltd 
were  93  of  the  top  200.  Next  in 
was  Japan,  with  42  of  the  global 
Despite  the  recession,  in  fact, 
U.  S.  industries  seemed  to  roll  mt 
along.  Among  the  biggest  ones,  h 
care  led  the  way,  with  a  20%  inci 
in  R&D  spending  over  1989— thanl 
drug  and  biotech  companies  thai 
pend  on  a  flow  of  new  producl 
prosper.  Semiconductor  manufacti 
reported  healthy  13%  growth. 

But  the  bloom  quickly  fades 
that.  Carmakers  barely  kept  pace 
inflation,  managing  only  a  5%  gain, 
need  to  keep  new  models  coming  ] 
ably  avoided  an  R&D  c 
ter,  since  Detroit  is 
gering  under  huge  lo 
The  usually  robust  con 
er  industry  eked  out  o 
paltry  1%  hike,  weij 
down  by  IBM's  6%  fa 
And  a  savage  8%  cu 
American  Telephon 
Telegraph  Co.  knockec 
telecommunications  s< 
off  5%— the  worst  sho 
of  any  U.  S.  industry. 

Puilbacks  by  such  n 
R&D  spenders  are  ste, 
eroding  America's  lead 
top  200  foreign  corpora 
devoted  $74.3  billion  tol 
last  year,  a  10.2%  inci 
over  1989.  That  outp 
the  top  U.S.  200,  w 
outlays  grew  7%,  to 
billion.  In  the  biggest  o 
outsiders,  Japan,  speii 
shot  up  14.6%,  to  $27.; 
ion.  Although  the 
managed  overall  to  out 
Germany's  4.2%  growl, 
nevertheless  trailed  Brii 
France,  and  Italy. 

Many  experts  find 
with  such  comparisons 


One  overcast  day  in 
June  of  1990,  some  40 
managers  from  IBM's 
Zurich  Research  Cen- 
ter gathered  in  the 
Swiss  Alps  and  stared 
at  a  500-pound  boulder. 
Over  the  next  few  hours,  the  group 
moved  the  rock  down  a  hill,  built  a 
raft  to  ferry  it  across  a  pond,  rigged  a 
cable  system  to  transport  it  over  a 
glen,  then  carted  the  thing  a  few  hun- 
dred more  yards  to  reach  their  objec- 
tive. The  exercise  completed,  they  chis- 
eled the  word  "harmony"  into  the 
boulder,  which  has  since  been  moved 
to  the  center  itself.  The  inscription  is  a 
potent  reminder,  says  James  C. 
McGroddy,  IBM's  research  director. 
Now,  he  notes,  when  somebody  isn't 
getting  along  in  Zurich,  v.  :: 
"we  tell  him  to  go  out  and 
look  at  the  rock  and  think 
about  it." 

If  ever  the  research 
and  development  process 
needed  to  take  stock  of  it- 
self, it  is  now.  As  every- 
thing from  drugs  to  cars 
gets  more  complex,  the 
cost  of  R&D  is  soaring  just 
as  profits  in  many  indus- 
tries are  falling.  Compa- 
nies are  compensating  by 
trying  to  make  R&D  more 
efficient,  often  by  focus- 
ing their  research  on  few- 
er areas,  setting  up  joint 
ventures  with  erstwhile 
competitors— or  both. 

At  the  same  time,  glo- 
bal competition  is  forcing 
companies  to  launch  R&D 
centers  abroad— both  to 
snare  foreign  talent  and 
to  open  new  markets— and 
this  is  creating  new  man- 
agement headaches.  In 
sum,  in  corporate  board- 
rooms around  the  world, 
R&D  is  suddenly  getting  a 
lot  more  attention.  "Re- 


search is  playing  a  bigger  role  in  com- 
petitiveness than  it  ever  did  in  the 
past,"  says  Erich  Bloch,  former  director 
of  the  National  Science  Foundation.  So 
"the  focus  has  to  be  much  more  intense." 

This  leitmotif  holds  true  across 
many  industries  and  countries.  But 
there  are  shadings  within  each  com- 
pany, business  sector,  and  nation  that 
ultimately  will  color  the  outcome  of 
global  competition.  BUSINESS  week's 
survey  of  R&D  spending  in  1990  gets  at 
these  distinctions.  The  survey  offers 
two  scoreboards:  One,  which  begins 
on  page  173,  tracks  R&D  spending  by 
909  U.  S.  companies  in  20  industries. 
The  second  compilation  shows  the  R&D 
outlays  of  200  top  foreign  companies. 
That  begins  on  page  214. 

As  it  has  since  World  War  II,  the 


TOTAL  INDUSTRY  SPENDING:  $70  BILLION 
CHANGE  FROM  1989:  +7.4% 

R&D  AS  A  PERCENT  OF  SALES:  3.4% 
CHANGE  FROM  1989:  None 

R&D  AS  A  PERCENT  OF  PRETAX  PROFITS:  46.8% 

CHANGE  FROM  1989:  +3.6  PERCENTAGE  POINTS 


INDUSTRIES  THAT 
INCREASED  R&D 
THE  LEAST 
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PUBLISHING/ 
BROADCASTING 

281% 

OFFICE  EQUIPMENT 
&  SERVICES 

5% 

NONBANK 
FINANCIAL 

24 

AUTOMOTIVE 

5 

HEALTH  CARE 

20 

LEISURE  TIME  PRODUCTS  5 

SERVICE  INDUSTRIES 

18 

HOUSING 

3 

METALS  &  MINING 

13 

AEROSPACE 

0 

ELECTRICAL  & 
ELECTRONICS 

11 

TELECOMMUNICATIONS 

-5 

DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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SIEMENS 


HITACHI 


thing,  several  for- 
companies  are  left 
-including  carmakers 
jta,  Nissan,  and 
cedes— because  they 
t  reveal  their  R&D 
pditures.  Exchange 
3  and  hidden  govern- 
t  subsidies  can  fur- 
cloud  the  view.  And 
numbers  don't  say  a 
g  about  efforts  to 
;e  R&D  more  effi- 
t— for  instance,  by 
~~  I  hasizing  better  com- 
lication  between  a 
pany's  researchers, 
neers,  manufactur- 
operations,  and  cus- 
ers  (page  143). 
till,  there's  little 
)t  that  since  the  de- 
:e-led  glow  of  the 
1970s  and  early 
)s,  U.  S.  companies 
i  been  in  an  R&D  re- 
t.  Global  competition 
the  recession  have 
kly  led  to  cost-cut- 
and  a  shift  in  the 
i  spending  balance 
a  the  R  to  the  D. 
>  may  deliver  the 
sr  payoff  many  U.  S. 
panies  need  to  catch 
Japanese.  But  it 
;  the  risk  of  focusing 
much  on  small  im- 
/ements  in  existing 
:esses  that  many  ex- 
;s  fear  America's 
mgth  in  innovation 
•  suffer  (BW-July  1). 
loch,  now  distin- 
>hed  fellow  at  the 
ncil  on  Competitive- 
s,  a  Washington- 
ed  alliance  of  busi- 
s,  academe,  and 
)r,  explains  what's 
pening:  "If  you  are 
doing  well  in  the 
•ketplace,  you  can't 
the  money  back  in 
sarch.  It's  a  vicious 
le,  and  once  you  get 
i  that  cycle,  it's  diffi- 
to  get  out." 
)ther  countries  are 
ing  the  heat,  too.  Eu- 
ean  companies  also 
i  shrinking  profits 

rising  costs.  Moreover,  many  of 
.ti  are  caught  in  a  competitive  sand- 
h  between  the  U.  S.  and  Japan.  In 
electronics  industry,  for  instance, 
mens  alone  remains  strong,  notes 
n  Hagedoom,  a  senior  researcher  at 
Merit  Institute,  a  think  tank  in 


HOW  THE  BIG  SPENDERS  COMPARE 


TOP  10  IN  R&D  SPENDING 


Millions  of  dollars 


Millions  of  dollars 


$4,132      GENERAL  MOTORS  $5,342 


3,011 


IBM 


4,914 


MATSUSHITA 
ELECTRIC  INDUSTRIAL 


2,423      FORD  MOTOR 


3,558 


2,41 1 

2,433 

ALCATEL  ALSTHOM  2,237 

1,614 

2,097 

1,479 

1,864 

1,428 

1,739 

1,367 

1,728 

1,329 

1,699 

1,136 

TOP  10  IN  R&D  AS  %  OF  SALES 

FOREIGN           vs.  U.S. 

OK  OO/ 

zo.y  /o 

1 12.4% 

18.2 

71.0 

16.7 

40.7 

lo.o 

37.3 

STANDARD  ELEKTRIK  wn 

lo.U 

36.0 

15.8 

TELEMATICS                    01  A 

o  I.U 

FINANZIARIA  ERNESTO-.  c  -, 
ID./ 

ON-LINE  „,7 
ZO./ 

1  C  A 

KATIONS  INDUSTRIE  13.4 

ELECTRONIC  PRODUCT  ZO.4 

15.1 

or  t 

lo.o 

14.9 

CYPRESS                       0  A 

DATA:  GLOBAL  VANTAGE  (STANDARD 

&  POOR'S  COMPUSTAT  SERVICES  INC.) 

the  Netherlands.  Meanwhile,  French 
computer  maker  Groupe  Bull,  Dutch 
electronics  giant  Philips,  and  ICL,  a 
British  computer  company  now  owned 
by  Fujitsu,  are  reeling  from  global 
competition. 

Belatedly,  says  Hagedoorn,  "all  these 


companies  realize  that 
r&d  will  be  a  key  to 
their  survival,  so  they  are 
trying  to  more  efficiently 
allocate  their  expendi- 
tures." Stricter  account- 
ing methods  now  force 
researchers  to  justify  ex- 
penses more  rigorously. 
And,  Hagedoorn  adds, 
riskier  projects  often  are 
being  cut  out  of  corpo- 
rate budgets  as  compa- 
nies focus  more  on  devel- 
opment—as in  the  U.  S. 

So  far,  Japan  seems  im- 
mune to  this  plague.  For 
one  thing,  many  Japanese 
companies  are  doing  well 
enough  to  have  more  mon- 
ey to  spend  on  R&D.  Then, 
too,  the  country  histori- 
cally is  the  mirror  image 
of  the  U.S.:  Japanese 
companies  have  thrived 
by  commercializing  the  ba- 
sic research  break- 
throughs of  other  nations, 
especially  America.  "The 
U.  S.  wins  all  the  Nobel 
prizes,"  says  Donald  N. 
Frey,  a  former  auto  exec- 
utive and  now  professor 
of  industrial  engineering 
and  management  sciences 
at  Northwestern  Univer- 
sity. "But  [the  Japanese] 
don't  care.  They  just  ship 
our  Nobel  prize  back  to 
us  by  the  boatload." 

As  it  turns  out,  how- 
ever, they  do  care.  Re- 
cently, Japanese  execu- 
tives have  decided  that 
they  need  to  pump  up 
basic  research  to  continue 
their  technological  tri- 
umphs, notes  Genya  Chi- 
ba,  vice-president  of  the 
Research  Development 
Corp.  of  Japan,  an  ad- 
junct of  the  government's 
Science  &  Technology 
Agency,  which  promotes 
R&D  cooperation  between 
the  public  and  private 
sectors.  Hitachi's  18- 
month-old  Advanced  Re- 
search Laboratory  near 
Tokyo,  for  example,  gets 
1%  of  the  company's  an- 
nual R&D  budget— some- 
thing that  would  have  been  unimagin- 
able only  a  few  years  ago. 

Still,  even  in  Japan,  the  inevitable 
competitive  pressures  are  beginning 
to  make  themselves  felt.  And  Chiba 
expects  a  slowdown  in  the  growth  of 
R&D  spending.  "Companies  are  now 
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much  more  careful  about  spending  too 
much,"  he  says. 

This  worldwide  spending  crunch  is 
occurring  just  as  many  companies  see 
an  overwhelming  need  to  "establish 
an  overseas  R&D  presence,"  says  Lois 
S.  Peters,  associate  director  of  the 
Center  for  Science  &  Technology  Pol- 
icy at  Rensselaer  Polytechnic  Insti- 
tute in  Troy,  N.Y.  Historically,  some 
countries  have  pushed  foreign  R&D 
more  than  others.  Peters'  recent  study 
of  some  200  multinationals,  half  do- 
mestic and  half  foreign,  showed  that 
major  European  companies  spend  35% 
to  40%  of  their  R&D  funds  outside  the 
home  country.  For  American  compa- 
nies, the  figure  is  about  20%.  Japa- 
nese concerns,  by  contrast,  spend  less 
than  5%  of  their  R&D  funds  abroad. 

Chalk  these  differences 
up,  says  Peters,  to  deep  his- 
torical ties  that  make  it  fair- 
ly easy  for  European  and 
American  companies  to  op- 
erate within  one  another's 
boundaries— and  to  Japan's 
relatively  recent  entry  into 
world  markets.  Nowadays, 
though,  even  Japan  is  shed- 
ding its  stay-at-home  ways: 
In  the  past  two  years,  Hita- 
chi has  established  small  R&D 
centers  not  only  in  San  Fran- 
cisco but  also  in  Cambridge, 
England,  and  Dublin,  Ire- 
land. And  giant  NEC  Corp. 
last  year  opened  a  21-acre 
basic  research  institute  in 
Princeton,  N.  J.,  to  pioneer 
frontiers  in  computer  science. 

Besides  seeking  to  tap 
foreign  markets  and  exper- 
tise, such  labs  mark  efforts 
to  patch  holes  in  a  compa- 
ny's armor.  Experts  note 
that  one  reason  U.  S.  com- 
panies are  opening  more 
operations  in  Japan  is  to 
improve  development  tech- 
niques: Witness  the  Tsuku- 
ba  Research  &  Development  Center 
that  Texas  Instruments  Inc.  opened 
north  of  Tokyo  on  Oct.  1.  And  it's  no 
accident  that  Hitachi's  new  centers  in 
the  U.  S.,  Britain,  and  Ireland  are  sited 
next  to  basic  research  universities  that 
tend  to  spawn  innovation. 

Jfll^k  in 1  d raw  ! rack  ol  all  ol  these 

^  ■  moves  has  been  the  creation 
^^^F  of  virtual  R&D  monsters  so  un- 
wieldy that  they  challenge  even  the 
best  managers.  Siemens'  recent  acqui- 
sition binge  gave  its  telecommunica- 
tions division  an  R&D  headache.  Engi- 
neers must  now  develop  a  next- 
generation  central-office  switch  that  is 
compatible  with  Siemens'  own  exist- 


ing switch— and  with  two  others  Sie- 
mens got  when  it  gained  control  of 
U.  S.-based  Stromberg-Carlson  Corp. 
and  Britain's  Plessey  Co. 

The  drug  industry  may  be  moving  the 
fastest  to  deal  with  the  double  wham- 
my  of  rising  costs  and  sprawl.  Schering- 
Plough  Corp.  used  to  dabble  in  every- 
thing from  depression  to  acne.  But  in 
recent  years,  it  has  dropped  its  scatter- 
shot approach  and  put  more  dough  be- 
hind fewer  projects.  "We  can't  do  every- 
thing," says  Frank  J.  Bullock,  senior 
vice-president  for  research  operations  at 
the  Madison  (N.J.)  drugmaker.  Since  the 
1989  merger  that  provided  its  name,  Brit- 
ish giant  SmithKline  Beecham  has  cut 
the  number  of  drugs  in  its  research  pipe- 
line by  26%,  to  34.  At  the  same  time,  the 
company  has  reduced  the  number  of  dis- 
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JAPAN 

$27,295 

14.6% 

4.9% 

36.7% 

74 

14,086 

4.2 

6.1 

19.0 

19 
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7,570 

10.1 

2.1 

10.2 

33 
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6,997 

16.9 
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9.4 

17 
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4,426 

2.8 

5.9 

6.0 

10 
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4,208 
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5.7 

7 

SWEDEN 

3,454 

14.1 
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4.6 

10 

ITALY 

2,640 

8.7 

4.2 

3.6 

8 

CANADA 

2,069 

5.4 

4.6 

2.8 

6 

BELGIUM 

448 

8.7 

5.0 

0.6 

2 

FINLAND 

318 

15.0 

2.4 

0.4 

5 

DENMARK 

250 

46.7 

70 

0.3 

2 

NORWAY 

242 

37.2 

2.3 

0.3 

2 

AUSTRALIA 

146 

1.6 

0.9 

0.2 

3 

SOUTH  AFRICA 

86 

-17.7 

NA 

0.1 

1 

AUSTRIA 

67 

10.0 

5.1 

0.1 

1 

TOTAL 

74,303 

10.1 

4.3 

100 

200 

bin  Mehta  warming  up  his  orchesti 
perform  Ravel's  Bolero.  To  Douglas, 
scene  is  a  perfect  metaphor  for 
R&D  should  be:  the  harmonious  re! 
of  combining  individual  talent, 

With  so  many  strategies  being  ti 
it's  hard  to  tell  whose  ideas  are  wor] 
best.  Increasingly,  R&D  experts 
seeking  clues  in  patent  and  resea 
paper  statistics.  CHI  Research  Inc 
Haddon  Heights,  N.  J.,  gauges  comj 
tiveness  by  measuring  the  imports 
of  patents,  which  it  determines  by 
ing  how  often  they're  cited  in  later 
ent  applications.  From  1983  to  1989, 
reports,  the  U.  S.  pulled  ahead  in  p 
maceutical  research.  But  Japanese  c 
panies  made  big  inroads  in  chemi 
and  had  staggering  success  in  the 
cal  electronics  industry.  In  1983, 

electronics  patents  were  '< 
ed  just  60%  as  often 
U.  S.  innovations.  By  1 
they  had  moved  slig 
ahead. 

The  Institute  for  Scier  1 
Information  in  Philadeli 
gathers  similar  statistics  mDyw 
research  papers— based  ™ 
how  often  they're  cite< 
other  papers.  In  FebruB 
it  compared  this  citation© 


pact,  for  1986-1990  against^  Do 


np 
iai  Science 
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eases  it  aims  to  treat  from  100  to  58. 

There's  more  than  one  way  to  tame  a 
monster,  however.  Scientists  at  IBM's 
five  worldwide  research  centers  have 
long  attacked  the  problems  of  communi- 
cating across  different  time  zones  with 
videoconferencing  and  electronic  mail. 
Now,  researchers  are  working  on  "mag- 
ic paper,"  where  a  computer  screen 
serves  to  transmit  reports,  carry  on  dia- 
log, and  even  display  full-motion  videos 
beamed  from  remote  locations.  At  the 
U.  S.  pharmaceutical  division  of  Swiss 
drugmaker  Ciba-Geigy  Ltd.,  meanwhile, 
director  of  research  Frank  L.  Douglas 
packs  bunches  of  his  550  staffers  off  four 
times  a  year  for  teamwork  sessions  that 
include  a  film  showing  the  conductor  Zu- 


previous  five  years.  By 
measure,  U.S.  research 
sharpened  its  edge  by  al   >  ; 
3%  in  such  areas  as  life 
ences,  physical  sciences,  * 
biology.  But  clinical  medi 
declined  2.6%,  and  the  e 
neering,  technology,  and 
plied  sciences  category 
off  a  huge  8.9%. 

Such  figures  can't  1 
but  fuel  the  worries  m] 
experts  have  about 
competitiveness.  On  the  oi 
hand,  no  other  nation  co 
close  to  having  so  many 
cesses  in  so  many  an] 
And  with  companies  paj 
more  attention  than  ever  to  corree 
weaknesses  in  development,  some 
perts  even  see  rays  of  light  amid  all  if 
gloom.  After  all,  says  Edwin  Mans: 
director  of  the  University  of  Pi 
sylvania's  Center  for  Economics  &  T| 
nology:  "Which  side  would  you  rati 
be  on— ours,  or  pick  another  country! 

It's  a  good  question.  But  to  anyjifc 
who  looks  at  the  swarm  of  JaparpP 
cars,  televisions,  and  other  prodtl 
cluttering  American  households  to<JJ 
the  answer  increasingly  may  be,  "La 
wait  and  see." 

By  Robert  Buderi  in  New  York,  xt 
Joseph  Weber  in  Philadelphia,  Chat 
Hoots  in  Paris,  Robert  Neff  in  To\ 
and  bureau  reports 
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IITERIA:  Data  are  for  the  most  recent  fiscal  year  reported  as  of 
3y  20,  revised  Sept.  3.  If  the  company  is  not  on  a  calendar-year 
sis,  the  number  of  the  month  in  which  its  fiscal  year  ends  appears 
xirentheses  following  the  company  name.  Companies  included  in 
survey  are  limited  to  those  reporting  sales  of  $35  million  or  more 
d  R&D  expenses  of  at  least  $  1  million  or  at  least  1  %  of  sales 


R&D  EXPENSES:  Dollars  spent  on  company-sponsored  research 
and  development  for  the  most  recent  fiscal  year,  as  reported  to  the 
Securities  &  Exchange  Commission  on  Form  10-K.  Excludes  R&D 
under  contract  to  others,  such  as  U.S.  government  agencies 

R&D  DOLLARS  PER  EMPLOYEE:  R&D  expenditures  divided  by 
the  reported  number  of  company  employees 


PROFITS:  Pretax  income 

TA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC.  NA=not  available;  NM=not  meaningful,  NEG=negalive  earnings,  NR=not  ranked 
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PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS%  ' 

1990 

1989 

1990 

1990 

ioqi  on 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

SMIL 

s 

RANK 

S 

RANK 

SMIL. 

% 

STHOOS. 

SALES 

S  MIL 

PROFITS 

Schwitzer 

69 

16 

69210 

1 

6180.0 

1 

114.4 

-6 

114.4 

6.1 

6.0 

-25 

1141 

Smith  (A.O.) 

5.3 

-36 

576.1 

16 

746.6 

14 

935.2 

-4 

101.7 

0.6 

42.1 

NM 

12., 

Standard  Products  (6) 

10.0 

0 

1508.3 

10 

1 1 16.9 

11 

651.9 

17 

98.0 

1.5 

19.9 

-57 

50.( 

Superior  Industries  International 

3.2 

70 

1067.3 

13 

728.1 

15 

267.6 

9 

89.2 

1.2 

19.9 

-23 



16.: 

Terex 

8.0 

13 

997.8 

14 

997.8 

12 

1023.2 

29 

127.9 

0.8 

17.8 

-16 

44; 

Walbro 

A  1 
4  J 

c  c 

JJ 

i  j  i  y.4 

7 

1261.3 

\  u 

1  AA  7 
1  00/ 

16 

OQ  Ci 

yo.u 

0  A 

A.O 

151 

(C)  TIRE  &  RUBBER 

GROUP  COMPOSITE 

353.3 

9 

3117.3 

2709.9 

12754.6 

4 

112.5 

2.8 

303.0 

-57 

116.< 

Bandog 

11.2 

22 

4652.4 

1 

3702.3 

1 

586.2 

12 

243.1 

1.9 

128.1 

4 

81 

Cooper  Tire  &  Rubber 

10.8 

5 

1734.9 

3 

1749  3 

3 

895.9 

3 

143.9 

1.2 

104.9 

13 

io.: 

Goodyear  Tire  &  Rubber 

331.3 

9 

3164.2 

2 

2678.0 

2 

11272.5 

4 

107.7 

2.9 

70.0 

-86 

473.: 

3  CHEMICALS 

INDUSTRY  COMPOSITE 

5160.2 

10 

9177.1 

6010.5 

131387.5 

8 

233.7 

3.9 

12625.7 

-13 

40.' 

Air  PrnrJnrK  &  Chpmirnk  [Q'i 

71.8 

1 

5128.6 

25 

4788.6 

26 

2894  7 

10 

206.8 

2.5 

336.8 

5 

21 

American  Cyanamid 

430.6 

10 

13451.2 

6 

10490.1 

7 

4570.2 

8 

142.8 

94 

186.9 

-58 

230  - 

Arco  Chemical 

590 

13 

14899.0 

2 

13439.2 

2 

2830.0 

6 

714.6 

2.1 

467.0 

-22 

12. 

Betz  Laboratories 

23.5 

24 

6381.2 

18 

5396.4 

21 

596.8 

16 

162.2 

3.9 

107.4 

18 

21' 

Cabot  (9) 

35.6 

4 

5940.8 

21 

59070 

18 

1672.6 

-14 

278.8 

21 

120.8 

NM 

29.. 

Cambrex 

3.5 

-9 

6534.6 

16 

6462.0 

16 

1336 

2 

249.8 

2.6 

-4.3 

NM 

NEC 

ChemDesign 

1.7 

66 

6046.3 

20 

5158.5 

22 

42  0 

6 

149.6 

4.0 

8.0 

-22 

21.: 

Crompton  &  Knowles 

8.4 

9 

42080 

34 

3911.1 

31 

390.0 

10 

195.0 

2.2 

47.3 

22 

17.1 

Detrex 

2.5 

-4 

4976.2 

28 

4242  5 

29 

93.9 

-10 

185.9 

2.7 

0.9 

NM 

276.: 

Dexter 

39.9 

7 

72509 

14 

6144.0 

17 

907.9 

7 

165.1 

4.4 

77.4 

0 

51.. 

Dow  Chemical 

1136.0 

30 

18299.0 

1 

14137.4 

1 

19773.0 

12 

318.5 

5.7 

2563.0 

-35 

44 

Du  Pont 

1428.0 

3 

9919.4 

9 

9140.2 

8 

39709  0 

13 

275.8 

3.6 

4154  0 

-4 

34 . 

Engelhard 

453 

-2 

6475.3 

17 

5070.6 

23 

29365 

22 

419.5 

1.5 

93.7 

NM 

43 

Ethyl 

65.2 

6 

11436.1 

8 

7539.1 

11 

2513.8 

3 

441.0 

2.6 

355.4 

10 

13 

Ferro 

/U.J 

1  A 
10 

0A7A  7 
Z4/4./ 

A  0 
4/ 

onno  a 

ZUUZ.4 

A  0 
44 

1  10/1  Q 
1  1  Z4.0 

4 

1  "371 
IJ/.l 

1.0 

A  S  7 
40.0 

A7 
—4/ 

A  A  11 

44. a 

First  Mississippi  (6) 

A  0 

1  0 

0  0  10." 

0  / 

J  /  ZO.7 

20 

4975 

15 

415  3 

0  8 

6  2 

-76 

64 

Fuller  (H.  B.)(ll) 

16.1 

4 

2873.4 

40 

2708.0 

39 

792.2 

5 

141.5 

2.0 

37.1 

22 

43, 

G-l  Holdings 

15  6 

-3 

3747.3 

35 

3172.4 

36 

921.6 

-9 

221  4 

1.7 

4.1 

-65 

379.: 

oooancn  (D.  r.j 

i  j 

smo  7 

JUJO  / 

97 

4818  4 

9S 

2432  6 

i 

165  5 

3  0 

132  4 

-46 

55-11 

orace  \  w.  k.) 

]A7  S 

1  0 

9A94  R 

ZOZ4.0 

4U 

A7S4  n 

O/  J4.U 

in 

1378 

2  2 

329  0 

-14 

44  1 

Great  Lakes  Chemical 

29.2 

-5 

5305.1 

22 

7549.2 

10 

1066.3 

35 

193.9 

2.7 

289.9 

44 

10. 

Grow  Group  (6) 

4.4 

-14 

2291.1 

43 

2114.8 

41 

411.3 

0 

216.5 

1.1 

12.7 

NM 

Hercules 

92.2 

1 8 

4640.9 

32 

3460.6 

0  c 
Jj 

3199.9 

4 

1  A  1  1 

16  I.I 

1  D 

I6J.Z 

NM 

jO..1 

ICN  Biomedicals  (11) 

2.1 

40 

2031.7 

44 

1754.4 

44 

131.3 

114 

130.0 

1.6 

13.9 

66 

,4.; 

Lawter  International 

3.7 

4 

7912.2 

1 1 

7046.6 

14 

150.0 

10 

321.2 

2.5 

32.6 

24 

11.: 

LeaRonal  (2) 

2.3 

2 

4694.0 

31 

4889.7 

24 

142.4 

1 

284.9 

1.6 

10.9 

-28 

21.< 

Loctite 

19  4 

13 

5286.6 

23 

4443.7 

27 

509.7 

12 

138.7 

3.8 

83.8 

8 

23.: 

Lubrizol 

74.4 

7 

14398.1 

4 

12925.7 

3 

1452  7 

18 

281.0 

5.1 

271.2 

97 

27, 

MacDermid  (3) 

63 

1 

7591.8 

13 

7361.3 

12 

151.4 

2 

181.7 

4.2 

11.3 

23 

551 

Monsanto 

612.0 

2 

14897.4 

3 

12598.0 

4 

8995.0 

4 

219.0 

6.8 

809.0 

-20 

75.1 

Morton  International  (6) 

478 

25 

4927.8 

29 

NA 

45 

1638.7 

17 

168.9 

2.9 

214.5 

42 

22.: 

Nalco  Chemical 

453 

12 

7728.1 

12 

7156.0 

13 

1212.3 

13 

206.8 

3.7 

215.0 

10 

21. 

NL  Industries 

11.0 

-8 

3235  3 

38 

3668  1 

33 

906.6 

-9 

266.6 

1.2 

154.8 

-44 

7 

Olin 

66.0 

0 

4342.1 

33 

4161.1 

30 

2592.0 

3 

170.5 

2.5 

116.0 

-40 

56.< 

Penwest(8) 

2.4 

28 

7122.0 

15 

6666.0 

15 

92.0 

15 

273.8 

26 

10.6 

34 

22.( 

Petrolite  (10) 

12.2 

2 

6359.5 

19 

5766.2 

19 

300.3 

3 

156.0 

4.1 

19.9 

98 

61.< 

Quaker  Chemical 

10.4 

8 

96361 

10 

9005.4 

9 

201.5 

11 

186.6 

52 

23.0 

15 

45.: 

Quantum  Chemical 

48.9 

10 

5147.4 

24 

3530.1 

34 

2617.8 

-1 

275.6 

1.9 

60.5 

-66 

801 

Rexene 

6.1 

10 

4698.8 

30 

4299.4 

28 

502.2 

-17 

3878 

1.2 

18.4 

-66 

33. 

Rohm  &  Haas 

178.2 

2 

13789.2 

5 

12511.1 

5 

2824.0 

6 

218.6 

63 

313.0 

25 

56.1 

Scotts  (9) 

4.7 

1 

2785.3 

41 

28184 

38 

350.4 

7 

2096 

1.3 

-6  8 

NM 

NEC 

Vans  Resources 

3.0 

2 

2020.0 

45 

2112.7 

42 

292.2 

9 

194.8 

1.0 

6.4 

-71 

47, 

UCC  Investors  Holdings  (9) 

32.7 

9 

11678.6 

7 

11678.6 

6 

808.1 

0 

288.6 

4.0 

-18.6 

NM 

NEC 

Union  Carbide 

191.0 

9 

5058.8 

26 

3847.9 

32 

7621.0 

0 

201.8 

25 

626.0 

-32 

30.: 

Wifco 

26.0 

4 

3581.5 

36 

3171.5 

37 

1631.5 

3 

224.5 

1.6 

105.8 

98 

24  c 

I  -- 
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ALL  THE 
TECHNOLOGY 

IN  THE 

WORLD 
WON'T  GET 
YOU  FROM 

HERETO 


In  the  1980s,  the  office  fell  in  love  with  technology. 
In  just  that  decade,  over  $679  billion  was  spent 
on  information  technology. 

More  than  60  million  personal  computers  were 
purchased.  The  power  and  speed  of  those  computers 
soared  by  1900%. 

And  by  1990,  American  business  was  investing 
seven  times  as  much  in  information  technology  per 
employee  than  in  1980. 
OK.  What  did  we  get  in  return? 
White-collar  productivity  rose  less  than  1% 
a  year  during  the  1980s. 

So  what  went  wrong?  Why  hasn't 
office  productivity  kept  pace  with 
technology?  What's  the  missing  link9 
We  call  it  OFFICE  2000. 
In  the  customer  service  department  of  a 
large  European  car  maker,  resolution  of  ques- 
tions or  inquiries  once  took  up  to  30  days. 

Now  it  takes  only  24  hours.       -  ■  'M 

The  processing  of  workers'  compen- 
sation claims  in  a  government  agency 
was  cut  from  6  weeks  to  just  2  days. 

A  major  Pacific  Rim  bank  was  able 
to  handle  a  300%  increase  in  workload 
in  its  property  evaluation 
department— without  add- 
ing a  single  staff  member. 
You  see,  at  Wang  we  listen  to  you.  We  work  with 
you.  We  understand  your  business  needs.  Instead  of 
letting  technology  drive  the  answer,  we  help  you  drive  it. 

Together,  we  create  an  integrated  solution  —  by 
redesigning  the  workflow  of  your  office,  and  then  adding 
Wang  office  productivity  and  imaging  technologies, 
where  appropriate,  to  your  existing  technologies. 

So  now  you  have  a  choice.  An  office  filled  with 
technology-driven  human  beings. 

Or  an  office  that  works  with  human-driven 
technology. 


<  OFFICES  THAT  WORK 


R&D  SCOREBOARD 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


CHANGE 

PER  EMPLOYEE 

(HANG! 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1990 

1989 

1990 

1990 

1986  90 

1986  90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

SMIL. 

% 

S 

RANK 

S 

RANK 

SMIL. 

% 

S  TH0US 

SALES 

SMIL. 

% 

PROFITS 

4  CONGLOMERATES 

INDUSTRY  COMPOSITE 

3668.5 

8 

4138.4 

2577.3 

135733.9 

5 

153.1 

2.7 

10719.6 

_1 

34.2 

Allied-Signal 

426  0 

12 

4026.5 

5 

3637.4 

4 

12343.0 

3 

116.7 

3.5 

602.0 

-22 

70.^ 

Coltec  Industries 

23.8 

-3 

19177 

9 

1728.1 

10 

1487.2 

-2 

1 19.9 

1.6 

157.4 

14 

15.1 

Figgie  International 

15.5 

-3 

965.8 

12 

918.4 

12 

1361.0 

4 

85.1 

1.1 

64.5 

-35 

24.C 

General  Electric 

1479.0 

1 1 

4963  1 

1 

4196.4 

2 

57662.0 

7 

193.5 

2.6 

6229.0 

8 

23,1 

in 

565  0 

2 

49561 

2 

4559.0 

1 

20604.0 

3 

180.7 

2.7 

1385.0 

11 

40.8 

LTV 

25.7 

-3 

728.0 

13 

580.9 

13 

6138.3 

-4 

173.9 

0.4 

93.3 

-67 

27i 

Pall  (7) 

24.0 

19 

3807.8 

6 

3060.5 

6 

564.5 

14 

89.6 

4.3 

97.4 

16 

24  c 

Pittway 

199 

-2 

23396 

8 

2111.6 

8 

944.1 

111.1 

2.1 

41.4 

-26 

48.C 

Premark  International 

31.4 

9 

1236.2 

1143.0 

2721.4 

8 

1071 

1.2 

99.1 

-30 

31.7 

Rockwell  International  (9) 

4877 

3 

4785.0 

3 

4000.9 

3 

12378.7 

-1 

121.5 

3.9 

1052.0 

-13 

46.4 

Teledyne 

62.6 

-10 

1885.5 

10 

1832.3 

9 

3445.8 

-2 

103.8 

1.8 

96.4 

-58 

64.9 

Textron 

199.0 

-1 

3685.2 

7 

2671.1 

7 

7915.0 

6 

146.6 

2.5 

459.2 

12 

43.3 

TRW 

309.0 

21 

4085.3 

4 

3064.8 

5 

8169.0 

11 

108.0 

3.8 

343.0 

-14 

90.1 

CONSUMER  PRODUCTS 


INDUSTRY  COMPOSITE 

1934.6 

11 

I  Ijz.z 

1  J  /  J  1  /.o 

1  1 

1CT  A 

i  JJ.U 

1  A 

1  .A 

1  A  Q  1  A  O 

1  A 
1  O 

1  J.U 

(A)  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

228.4 

10 

1852.7 

1624.3 

14195.8 

0 

115.2 

1.6 

229.5 

-64 

99.5 

Armstrong  World  Industries 

63.0 

9 

i  jUU.U 

J 

O  O  Q  C  CI 

J 

O  £  Q  1  0 
Z  J  J  I.J 

1 

IUU.4 

Z.J 

Tin  o 
zzU.o 

— y 

zo.j 

Fedders 

2.3 

J  J 

1034.5 

5 

983.1 

5 

241.4 

-34 

109.7 

0.9 

-170 

NM 

NEG 

Flexsteel  Industries  (6) 

1  4 

1 

61 1.1 

6 

537.9 

8 

173.5 

1 

74.2 

0.8 

9.9 

-12 

14.5 

Interco  (2) 

3.8 

12 

171.9 

10 

58.0 

10 

1439.2 

-13 

65.1 

0.3 

-215.5 

NM 

NEG 

Kimball  International  (6) 

3.8 

-23 

4870 

9 

508.7 

9 

613.0 

3 

79.6 

0.6 

71.1 

26 

5  3 

La-Z-BoyChair(4) 

4.9 

1 7 

609.0 

7 

544.1 

7 

592.3 

7 

73.6 

0.8 

45.5 

4 

10.8 

MHS  Holdings 

6.0 

6 

10779 

4 

1038.6 

4 

335.2 

-16 

60.2 

1.8 

-52.3 

NM 

NEG 

Sunbeam-Oster  (9) 

6.3 

-30 

608.6 

8 

854.4 

6 

880.2 

-6 

84.6 

0.7 

-39.1 

NM 

NEG 

Toro  (7) 

249 

21 

6598.5 

1 

6415.4 

1 

750.9 

17 

199.1 

3.3 

26.3 

-29 

94.6 

Whirlpool 

111.0 

12 

3069.9 

2 

2620.8 

2 

6623.0 

5 

183.2 

1.7 

187.0 

-46 

59.4 

(B)  OTHER  CONSUMER  GOODS 

GROUP  COMPOSITE 

507.7 

9 

918.6 

1059.4 

75124.1 

16 

135.9 

0.7 

9499.0 

22 

5.3 

American  Brands 

24.1 

15 

46  5  6 

7 

350.9 

8 

8270.3 

16 

159.8 

0.3 

1047.5 

-1 

2.3 

Barry  (R.G.) 

3.9 

30 

1344.8 

4 

897.5 

5 

108.9 

376 

3.6 

-10.5 

NM 

NEG 

Coors  (Adolph) 

222 

-3 

2076.5 

1 

2197.4 

1 

1863  4 

6 

174.1 

1.2 

64.2 

150 

34.6 

Instrument  Systems  (9) 

3.0 

25 

526.3 

6 

460.5 

6 

458.6 

13 

80.5 

0.7 

21.5 

100 

14.0 

Nike  (5) 

8.4 

15 

1860.5 

3 

1710.6 

3 

2235.2 

31 

495.1 

0.4 

393.4 

45 

2.1 

PepsiCo 

1010 

11 

3279 

8 

363.6 

7 

17802.7 

17 

57.8 

0.6 

1667.4 

23 

6.1 

Philip  Morris 

344.0 

8 

20476 

2 

1884.6 

2 

44323.0 

16 

263.8 

0.8 

63110 

25 

5.5 

Suave  Shoe  (9) 

1 1 

19 

979.1 

5 

939.9 

4 

62.1 

1 

54.0 

1.8 

46 

540 

24.5 

(C)  PERSONAL  CARE 

GROUP  COMPOSITE 

1198.5 

12 

5376.8 

4347.5 

48197.6 

12 

216.2 

2.5 

5105.7 

18 

23.5 

Avon  Products 

28.8 

-9 

960.0 

15 

981.8 

15 

3453.8 

5 

115.1 

0.8 

356.9 

20 

8.1 

Block  Drug  (3) 

15.7 

19 

5042  8 

7 

4090.9 

7 

5129 

18 

165.2 

3.1 

691 

21 

22.7 

Chattem  (1 1 ) 

1.0 

NA 

2819.4 

11 

2819.4 

10 

84.4 

NA 

234.3 

1.2 

5.4 

NA 

1 8.8 

Chemed 

3.4 

8 

554.3 

16 

573.8 

16 

599.4 

1 

98.3 

0.6 

29.7 

-33 

11.4 

Church  &  Dwight 

12.3 

55 

12335.0 

2 

7411.6 

5 

428  5 

431.1 

2.9 

39.0 

129 

31.5 

Clorox  (6) 

39.2 

5 

7121.6 

6 

6751.6 

6 

1484.0 

9 

269.8 

2.6 

243.6 

6 

16.1 

Colgate-Palmolive 

981 

15 

3955.6 

8 

2969.4 

9 

5691.3 

13 

229.5 

1.7 

511.4 

14 

19.2 

Del  Laboratories 

2.7 

2 

2796.9 

12 

2555.4 

12 

121.6 

0 

125  J 

2.2 

3.0 

NM 

90.ll 

Ecolab 

18.6 

15 

1382.7 

14 

1252.6 

14 

1390.0 

6 

103  2 

13 

93.4 

577 

19.9] 

Gillette 

95.8 

11 

3151.3 

9 

2709.3 

11 

4344.6 

14 

142.9 

2.2 

593.2 

25 

16.2 

Helene  Curtis  Industries  (2) 

16.0 

12 

5325.0 

3 

4097.6 

3 

867.3 

26 

289.1 

1.8 

16.3 

-46 

98.2 

international  Flavors  &  Fragrances 

57.3 

10 

13706.3 

1 

11808.2 

1 

962.8 

230.1 

6.0 

252.1 

13 

22.8 1 

Neutrogena  (10) 

1.9 

54 

2716.5 

13 

1883.7 

13 

209.8 

3 

293.1 

0.9 

28.7 

-36 

6.8 

Procter  &  Gamble  (6) 

786.0 

13 

8361.7 

4 

8091.1 

4 

27026.0 

12 

287.5 

2.9 

2687.0 

29.3 

Stepan 

10.1 

2 

7702.5 

5 

8591.1 

2 

389.6 

13 

297.2 

2.6 

22.3 

91 

45.3 

Tambrands 

11.6 

-30 

2903.5 

10 

3169.5 

8 

631.5 

8 

157.9 

1.8 

154.7 

401 

7.5 
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On  Wings  of  Glory . . . 


sailing  ships  the  size  of  dinosaurs 
mil  gather  in  New  York  Harbor 
. .  .and  make  us  feel  small 
and  young  again. 


On  July  4, 1992,  the  greatest  assemblage  of  Tall  Ships  in  modern  history  will  celebrate  Columbus' 
rrival  in  the  Americas  500  years  ago.  More  vessels  from  more  countries  than  ever  before  have  already  accepted 
ir  President's  invitation  to  participate  in  this  international  display  of  maritime  unity.  Operation  Sail  1992  and  a  few 
sponsors  will  put  on  a  Fourth  of  July  celebration  that  will  be  watched  by  millions  of  viewers  around  the  world. 

For  sponsor  information  about  Operation  Sail  1992 events,  please  call:  rf^jfc1- 

OPERATION  SAIL  1992  J9ll31l 

2  WORLD  TRADE  CENTER,  NEW  YORK,  NY  10048,  W^*S^h 

,o:B,M.nd.bWt?                                     (212)  912-1234  Wsail'w/ 


THE  POWER  OF  BELIEF:  -1  in  a  series 


When  you  aim  for  perfection, 
you  discover  it's  a  moving  target. 


Everv  advance  n 


i 


quality  raises  new  expectations.  The  comparf  ? 

that  is  satisfied  with  i\> 


OUR  FL'SLMMESTAL  OBJECTIVE 
(Everyone's  Overriding  Responsibility) 


Total  Customer  Satisfaction 

M    MOTOROLA  INC. 


Over  100,000  Motorolans  carry  this 
card  at  all  times... a  constant  reminder  of 
everyone's  overriding  responsibility. 


progress  will  soon  find  ifc  . 
customers  are  not.  It  is  this  belief  that  ha 
spurred  .Motorola  to  a  100-fold  improvemeiitii 
in  quality  since  1981 .  ■  Our  formula  is  a  simpl' 
one:  First,  banish  complacency.  Second 


set  heroic  goals  that  compel  new  ^ 
thinking.  Finally,  "raise  the  bar" 


4k 


Motorola  semiconductor  delects, 
once  measured  in  parts  per  thou- 

>  MaWolm  Baldngt  sond,  are  now  measured  in  parts 

n aer  1988  #^National  Per m'"'on ond even porfs per M',c 

Quality 
'.Award 


>88  mm v 


aji  you  near  each  goal.  Set  it  out  of  reach  all 


tj  er  again.  ■  Today,  Motorola's  standard  is 
6x  Sigma  quality  in  all  we  do  by  1992.  In 
statistical  terms:  99.9997  percent  perfect.  Our 
jrogress  has  been  swift.  Recently,  Motorola 


siared  the  first  Malcolm  Baldrige 
l  ational  Quality  Award,  given  by 


tie  President.  ■  Total  customer 


satisfaction,  our  goal,  is  now  on 


In  1988  Motorola  was  a  winner  ol  the 
Malcolm  Baldnge  National  Quality  Award. 


He  horizon.  We  dare 


lot  rest  in  its  pursuit. 


9  MOTOROLA.  INC  Motorola  and  @  are  registered  trademarks  ol  Motorola.  Inc 


Building  On  Beliefs 


MOTOROLA 


R&D  SCOREBOARD 

COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

SMIL 

% 

S 

RANK 

S 

RANK 

S  MIL. 

% 

S1H0US. 

SALES 

S  MIL 

% 

PROFTT 

□ 

CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

93.8 

8 

957.7 

1495.3 

9984.9 

7 

101.9 

0.9 

386.0 

—2 

 , 

24. 

Ball 

12.3 

4 

982  9 

7 

1679.1 

5 

1357.2 

11 

108.5 

0.9 

69.9 

44 

17. 

Bemis 

15.4 

26 

1936.4 

5 

1621.3 

6 

1128.2 

5 

141.9 

1.4 

84.8 

8 

18. 

Clarcor(ll) 

1.2 

-8 

558.1 

9 

637.4 

9 

214.7 

5 

96.0 

0.6 

32.6 

72 

3. 

Liqui-Box 

2.4 

55 

3387.3 

1 

1920.1 

4 

113.1 

10 

159.3 

2.1 

16.4 

16 

14. 

Nashua 

8.4 

11 

'  ?62  6 

6 

1265.4 

7 

589.5 

7 

130.8 

1.4 

33.9 

19 

24. 

Owens-Illinois 

21.6 

16 

459.6 

10 

502.3 

10 

3978.5 

10 

84.6 

0.5 

16.1 

NM 

134. 

Playtex  Family  Products 

5.1 

2 

3187.5 

2 

2770.2 

1 

405.5 

6 

253.4 

1.3 

1.0 

NM 

505. 

Sealright 

4.7 

12 

2952.3 

3 

2426.4 

2 

205.9 

8 

129.3 

2.3 

26.1 

7 

Sonoco  Products 

11.8 

-6 

810.7 

8 

824.0 

8 

1669.1 

1 

114.7 

0.7 

94.3 

-43 

1? 

West 

10.9 

-9 

2051.1 

4 

2149.9 

3 

323.2 

5 

60.9 

3.4 

11.0 

-69 

98. 

7 

ELECTRICAL  &  ELECTRONICS 

llNUUolKY  LLJmrLollfc 

~7f\A  O  A 
/U4.Z.4 

1 1 
i  i 

C  fi  O  O  A 

/4z/./ 

1  O  fiTO A  1 
1  I  o  /  I  4. 1 

Q 

1  C\A  A 

1  uo.o 

r  c 

J.J 

OJUO.J 

o 

fi  A  1 

04.1 

(A)  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

763.5 

y 

1 X.  O  A  f\ 

1011  o 
2.0  1  j.j 

O  1  O  t\  A  O 

J  1 1  U4.0 

A 

4 

1  A7  "7 

O  A 

1 . 4 

1  OT7  O 

— JU 

jy.< 

Acme  Electric  (6) 

6.4 

8 

6516.2 

2 

5646.3 

3 

90.6 

0 

91.9 

7.1 

5.9 

8 

109.: 

American  Power  Conversion 

1.7 

33 

52975 

4 

5024.3 

5 

59.2 

67 

187.5 

2.8 

14.7 

55 

\b 

Baldor  Electric 

9.4 

1 1 

3084.0 

1 1 

2742.8 

10 

294.0 

4 

96.5 

3.2 

23.2 

8 

40.i 

Charter  Power  Systems  (01 ) 

1.8 

1 

1436.8 

23 

1451.0 

22 

165.1 

4 

130.4 

1.1 

10.2 

114 

17.1 

Computer  Products 

5.5 

-5 

3313.4 

9 

38074 

7 

107.5 

-10 

65.0 

5.1 

5.2 

-32 

105.; 

Duracell  Holdings  (6) 

15.0 

9 

1948.1 

18 

1562.3 

19 

1334.6 

7 

173.3 

1.1 

18.8 

NM 

79.1 

Emerson  Electric  (9) 

233.6 

7 

3169.6 

10 

2862.8 

9 

7573.4 

7 

102.8 

3.1 

989.0 

4 

23.< 

Exide  Electronics  Group  (9) 

71 

10 

5432.3 

3 

5628.0 

4 

172.4 

13 

132.6 

4.1 

7.7 

0 

92.' 

Franklin  Electric 

2.1 

10 

1072.5 

26 

935.2 

25 

179.0 

4 

89,5 

1.2 

17.8 

7 

12; 

Genlyte  Group 

4.7 

6 

1353.3 

24 

1214.9 

24 

491.9 

-4 

142.2 

1.0 

11.9 

-42 

39.; 

Intermagnetics  General  (5) 

2.0 

-20 

4483.3 

5 

7129.4 

2 

46.6 

10 

103.8 

4.3 

1.0 

-51 

205.C 

Joslyn 

4.5 

-6 

2307.7 

14 

1525.1 

21 

197.0 

-7 

101.0 

2.3 

-7.0 

NM 

NEC 

Juno  Lighting  (11) 

9  1 

a 
0 

1 9R9  1 

1707.1 

1 4 

0  J.  J 

19 

1  JO.O 

9  5 

L.  J 

91  h 

L  I  t) 

A 
U 

9  / 

Kollmorgen 

10.5 

1 

4188.4 

6 

3728.4 

8 

238.5 

5 

95.4 

44 

5.3 

NM 

199.; 

Kuhlman 

1.9 

27 

2291.1 

15 

2268.9 

13 

117.6 

-5 

142.0 

1.6 

10.5 

15 

18.1 

Lamson  &  Sessions 

2.0 

5 

1131.2 

25 

4465 

27 

317.9 

-5 

1798 

0.6 

1.8 

-84 

mt 

MagneTek  (6) 

8.0 

-10 

551.7 

27 

575.2 

26 

1055.4 

10 

72.8 

0.8 

56.3 

62 

14.2 

Powell  Industries  (10) 

1.1 

-17 

1505.3 

22 

1724.5 

17 

130.9 

35 

173.6 

0.9 

10.9 

226 

io.; 

Raychem  (6) 

122.8 

3 

11095.9 

1 

8584.0 

1 

1114.7 

3 

100.7 

11.0 

-86.3 

NM 

NEC 

Reliance  Electric 

32.0 

52 

2285.7 

16 

1708.3 

18 

1547.0 

10 

1 10.5 

2.1 

v/.U 

0 1 

I 1 

JJ.L 

Robbins&Myers(8) 

1.9 

-4 

1690.7 

21 

15571 

20 

108.7 

2 

95.7 

1.8 

6.0 

36 

31.9 

SL  Industries  (7) 

1.8 

48 

1838.7 

19 

1336.6 

23 

76.0 

4 

79.6 

2.3 

0.4 

-93 

432.5 

Sq 

uare  D 

55.4 

24 

2993.7 

12 

2406.7 

1653.3 

3 

89.4 

3.4 

184.4 

15 

30C 

Thomas  &  Betts 

18.5 

1 

3784.3 

7 

41570 

6 

5990 

10 

122.3 

3.1 

74.4 

-6 

24.5 

Thomas  Industries 

11.1 

21 

2328.2 

13 

2366.2 

12 

461.7 

6 

117.5 

2.4 

20.2 

-42 

55.1 

Westinghouse  Electric 

199.0 

10 

1718.9 

20 

1760.4 

16 

12915.0 

1 

111.6 

1.5 

428.0 

-66 

46.5 

Woodhead  Industries  (9) 

1.6 

15 

2001.3 

17 

1918.8 

15 

72.2 

1 

91.6 

22 

8.4 

17 

187 

(B)  ELECTRONICS 

GROUP  COMPOSITE 

2538.9 

13 

5773.6 

5809.1 

48247.0 

10 

109.7 

5.3 

3564.7 

4 

71.2 

AEL  Industries  (2) 

1.6 

-33 

1138.9 

38 

1113.9 

40 

144.3 

19 

102.2 

1.1 

2.7 

NM 

59.3 

Andrew  (9) 

22.6 

33 

7051.2 

12 

5699.1 

13 

366.0 

21 

114.4 

6.2 

29.6 

13 

76.2 

Aritech 

3.5 

-21 

4027.6 

23 

3506.4 

27 

103.3 

-23 

119.0 

3.4 

-33.4 

NM 

NEG 

Aydin 

6.2 

-5 

3115.0 

33 

3891.8 

26 

142.3 

-10 

71.1 

44 

10.1 

-25 

61.9 

Base  Ten  Systems  ( 1 0) 

1.6 

46 

4388.7 

19 

5644.8 

14 

46.5 

-2 

124.7 

3.5 

2.8 

2 

58.4 

C-Cor  Electronics  (6) 

3.3 

39 

6440.2 

14 

4525  6 

20 

60.3 

12 

116.4 

5.5 

8.9 

12 

37.5 

California  Microwave  (6) 

2.6 

24 

2526.7 

34 

3144.9 

31 

145.9 

16 

141.7 

1.8 

10.5 

33 

24.7 

Checkpoint  Systems 

2.7 

19 

3535.7 

28 

4020.5 

24 

56.7 

12 

75.1 

47 

6.7 

-3 

39.9 

Cincinnati  Microwave 

3.2 

-21 

77071 

9 

7053.9 

8 

72.3 

35 

172.1 

4.5 

-8.6 

NM 

NEG 

Compression  Labs 

3.0 

5 

1 1077.5 

4 

20964.6 

1 

51.8 

77 

191.0 

5.8 

2.6 

189 

115.5 

Ci 

bic(9) 

3.6 

-21 

1135.9 

39 

1283.2 

38 

352.8 

1 

110.2 

1.0 

38.3 

43 

9.5 

Diagnostic/Retrieval  Systems  (3) 

0.8 

-66 

2178.0 

37 

4616.8 

19 

47.8 

-17 

134.9 

1.6 

-5.7 

NM 

NEG 

Digital  Microwave  (3) 

12.6 

33 

20799.3 

2 

18744.3 

3 

136.0 

23 

223.7 

9.3 

5.0 

-75 

251.9 

'iynascan 

1.6 

4301.1 

21 

4461.8 

21 

169.0 

-22 

454.3 

0.9 

-2.6 

NM 

NEG 
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Microsoft  Excel  3.0 


Microsoft  Excel 

rates  highest 
vith  those  who  rate. 

SOFTWARE  DIGEST  M^H^L 

■— —   Name  .  r 

2nd"  ^Q^^P^O 


3rd  ^^^i^£ll 


&4 

7.2 


The  Spreadsheet  for  Windows." 

Microsoft 


R&D  SCOREBOARD 


COMPANY  R&D  EXPENSES  SALES  PROFITS 


CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

Of 

1990 

1989 

OF 

SMIL. 

% 

S 

RANK 

S 

RANK 

SMIL. 

% 

S  THOUS. 

SALES 

SMIL. 

% 

PROFIT 

EDO 

3.6 

-21 

2512.6 

35 

2672.8 

35 

138.7 

_7 

97.0 

2.6 

4.8 

-35 

74.' 

Electro  Scientific  industries  (5) 

9.0 

-31 

14037.5 

3 

12435.5 

4 

66.7 

-10 

104.2 

13.5 

1.6 

NM 

578 

Fibronics  International 

4.2 

4 

8644.6 

6 

8604.0 

5 

62.5 

28 

129.2 

6.7 

4.7 

68 

89. 

GM  Hughes  Electronics 

567.6 

-4 

5912.5 

16 

5459.8 

16 

11625.8 

3 

121.1 

4.9 

1187.2 

4 

47. 

u             1  A 
Mormon  industries 

3.4 

7 

4256.9 

22 

4199.1 

23 

72.7 

4 

90.7 

4,7 

5.1 

-20 

66. 

Harris  (6) 

145.2 

40 

4347.3 

20 

4350.9 

22 

3052.7 

38 

91.4 

4.8 

189.9 

14 

76.. 

Knogo  (2) 

2.6 

4 

3263.0 

31 

2769.1 

33 

80.0 

19 

98.8 

3.3 

1.9 

-28 

137. 

Litton  Industries  (7) 

166.3 

28 

3286  6 

30 

2217.2 

36 

5156.4 

3 

101.9 

3.2 

319.8 

2 

52.1 

Lorol  (11 

105.3 

50 

4433.3 

18 

4749  0 

18 

2126.8 

67 

89.5 

5.0 

163.4 

33 

64.; 

Lowrance  Electronics  (7) 

1.7 

16 

3627.2 

27 

3186.3 

29 

60.7 

12 

133.1 

2.7 

0.3 

2 

538.1 

Motorola 

1008.0 

24 

9600.0 

5 

6846.6 

10 

10885.0 

13 

103.7 

9.3 

666.0 

3 

151, 

Napco  Security  Systems  (6) 

3.4 

11 

5694.9 

17 

5928.8 

12 

36.1 

-1 

61.3 

9.3 

3.0 

-9 

in.: 

waerics  \o ) 

5  1 

84 

8442.4 

7 

7578.6 

7 

72.4 

31 

120.9 

7.0 

1.5 

22 

333.1 

Raytheon 

267.6 

-3 

3488.6 

29 

3490.0 

28 

9267.7 

5 

120.8 

2.9 

836.9 

10 

32.( 

SCI  Systems  (6) 

40.5 

6 

3784.8 

26 

3986.1 

25 

1179.0 

19 

110.3 

3.4 

2.3 

-91 

17532 

Sensormatic  Electronics  (5) 

5.5 

48 

3864.5 

25 

2768.7 

34 

191.3 

27 

133.6 

2.9 

25.0 

19 

22.' 

Stanford  Telecommunications  (3) 

7.4 

4 

7293.2 

11 

8454,0 

6 

102.5 

15 

101.2 

7.2 

6.0 

NM 

123.;' 

Tech-Sym 

4.3 

18 

2375.9 

36 

1662.6 

37 

134.8 

13 

74.8 

3.2 

12.5 

26 

34.1 

Tekelec 

6.9 

31 

23026.6 

1 

20060.0 

2 

42.1 

24 

140.0 

16.4 

8.2 

42 

84.; 

Texscan  (4) 

2.8 

-16 

3962.9 

24 

3168.0 

30 

40.1 

-20 

57.2 

6.9 

0.3 

-92 

1087.E 

United  Industrial 

3.1 

-34 

1056.6 

4U 

1  0  1  0  A 

39 

253.8 

-10 

87.5 

1.2 

14,5 

22 

21.1 

Varian  Associates  (9) 

77  A 

7 
/ 

I  J 00. 1 

10 

7026.0 

9 

1264  8 

4 

124.0 

6.1 

20.7 

-61 

374.7 

Vertex  Communications  (9) 

1.1 

65 

3262.7 

32 

3001.6 

32 

37.5 

58 

1119 

2.9 

2.8 

31 

39.^ 

Vicon  Industries  (9) 

1.7 

-15 

6410.6 

15 

5004.0 

17 

45.1 

2 

171.4 

3.7 

-05 

NM 

NEG 

^Votk  ins-John  son 

24.5 

33 

7707.2 

8 

5990.1 

11 

311.9 

0 

98.1 

7.9 

18.7 

-34 

I31.C 

Wells-Gardner  Electronics 

1.9 

15 

6620.7 

13 

5618.9 

15 

45.1 

36 

155.5 

4.3 

1.2 

NM 

162.C 

(C)  INSTRUMENTS 

GROUP  COMPOSITE 

1300.6 

3 

5609.8 

7519.8 

25550.8 

9 

1 10.2 

5.1 

1 197.9 

—12 

108.6 

A            firm  in 

1.2 

22 

421.4 

53 

298.8 

53 

352.3 

-3 

125.8 

0.3 

3.0 

-80 

39.5 

Ametek 

-37 

1819.7 

48 

3006.2 

43 

660.7 

12 

108.3 

1.7 

56.7 

-7 

19.6 

Analogic  (7) 

19.2 

11 

15328.3 

8 

12469.5 

11 

138.1 

4 

110.0 

13.9 

17.9 

-16 

107.4 

Applied  Biosystems  (6) 

21  8 

17 

16353.1 

5 

15940.0 

4 

158.9 

0 

119.1 

13.7 

6.8 

-79 

322.5 

Autoclave  Engineers  (D) 

2  0 

-14 

2826.3 

45 

2880.3 

45 

84.9 

1 1 

122.8 

2.3 

8.8 

18 

22.2 

Autotrol 

2.0 

55 

7597.0 

25 

5863.1 

25 

37.0 

7 

137.9 

5.5 

4.8 

148 

42.5 

Badger  Meter 

3.9 

7 

4518.1 

40 

3600.2 

40 

77.1 

7 

90.2 

5.0 

3.5 

-8 

110.2 

Beckman  Instruments 

80  6 

15 

114261 

15 

8987.9 

18 

815.2 

4 

115.6 

9.9 

61.4 

-15 

131.3 

dci  ciecTromcs  yrj 

4  1 

35 

28979 

44 

3639.4 

39 

93.4 

28 

65.3 

4.4 

10.9 

-2 

38.2 

Bicoastal 

8.8 

52 

4875  3 

37 

2165.5 

47 

216.3 

-31 

119.8 

4.1 

-23.5 

NM 

NEG 

Bio-Rad  Laboratories 

24.9 

28 

10837.0 

16 

8862.4 

19 

286.7 

21 

124.6 

8.7 

17.2 

8 

144.9 

Coherent  (9) 

21.9 

3 

14446.3 

1 1 

12108.5 

12 

191.2 

-5 

125.9 

11.5 

4.6 

-78 

472.6 

Daniel  Industries  (V) 

2  3 

1 2 

1355.9 

51 

2152.3 

48 

170.6 

0 

100.3 

1.4 

12,3 

28 

18.8 

Data  I/O 

7.2 

-17 

14971.0 

10 

16335.2 

3 

60.6 

0 

125.8 

11.9 

4.3 

65 

167.3 

Dionex  (6) 

70 

8 

12217.9 

13 

10927.5 

14 

80.6 

7 

141.7 

8.6 

19.9 

-2 

34.9 ' 

Eldec(3) 

11.6 

83 

7763.4 

24 

4464.9 

34 

123.0 

11 

82.7 

9.4 

4.4 

-41 

261.4 

to'Lvj  csecTronics  \") 

13  1 

-16 

21 20  2 

47 

2120.2 

49 

538.4 

-10 

86.8 

2.4 

1.0 

-93 

1379.3 

Esterline  Technologies  (10) 

17.0 

-2 

4398.9 

41 

4191.6 

35 

389.1 

37 

100.6 

4.4 

11.9 

-13 

142.9 

Fischer  &  Porter 

13.3 

26 

5044.4 

35 

3839.4 

37 

238.0 

6 

90.2 

5.6 

-2.4 

NM 

NEG 

Fluke  (John)  Mfg.  (9) 

199 

-4 

9102.2 

20 

9267.2 

16 

233.8 

-6 

107.2 

8.5 

14.7 

-59 

135.1 

V7UIH60  cieciro-wpiics  \7f 

3  9 

9 

8138  9 

21 

4631.2 

33 

41.3 

10 

87.0 

9,4 

0.1 

-96 

3647.2 

Gelman  Sciences  (7) 

4.6 

-2 

5912.7 

31 

5067.9 

30 

73.3 

3 

94.1 

6.3 

-2.4 

NM 

NEG 

GenRad 

30.8 

11 

18537.0 

3 

15442.9 

5 

179.3 

-5 

108.0 

17.2 

-261 

NM 

NEG 1 

Hach(4) 

40 

13 

53570 

33 

4761.4 

32 

63.1 

13 

84.7 

6.3 

8.1 

10 

49.4 

1  1  CI  I ICV      '  1  uuu 

42.0 

8 

4077.7 

42 

3487.2 

41 

1871.0 

19 

181.7 

2.2 

-87.0 

NM 

NEG 

Honeywell 

279.6 

-1 

4634.4 

39 

3899.1 

36 

6309.1 

4 

104.6 

4.4 

516.4 

-24 

54.1 

Hurco(lO) 

3.8 

17 

7217.6 

27 

5450.9 

27 

94.3 

5 

176.9 

4.1 

74 

-14 

51.7 

iFR  Systems  (6) 

4.7 

26 

6737.1 

29 

5196.6 

29 

52.0 

7 

74.3 

9.1 

10.8 

5 

43.5 

Imo  Industries 

15.0 

1645.4 

49 

1589.9 

51 

1018.1 

20 

111.9 

1.5 

42  1 

-26 

35.6 

.iron 

6.9 

-4 

6692.6 

30 

6811.9 

22 

121.3 

9 

118.0 

5.7 

5.4 

1 

128.1 

Johison  Controls  (9) 

63.0 

0 

1448.3 

50 

1598.5 

50 

4504.0 

22 

103.5 

1.4 

172.8 

-3 

36.5 

l  international 

2.9 

-9 

4638.1 

38 

5064.5 

31 

69.1 

21 

109.7 

4.2 

4.6 

21 

64.0 
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Microsoft  Excel  3.0 

"...  a  lot  of 

happy  1-2-3  users 

are  destined  to 
)ecome  even  happier 

Microsoft 

Excel  3.0  users." 


Jim  Seymour.  PC  Week,  January  28, 1991. 


Microsoft.Excel  for  Windows. 


mm 


The  Spreadsheet  for  Windows? 

Microsoft 


reprints  on  a  series  of  articles  reviewing  Microsoft  Excel,  or  for  more  information,  inside  the  SO  United  States,  call  (800)  426-9400  Offer  good  only  in  the  50  United  States  and  whde  supplies  last  For  information  onh.  outside  the  50  United  States,  tall 
936-8661  Customers  in  Canada.  <  all  (800)  563  9048  c  1991  Microsoft  Corporation  All  rights  renewed  Printed  in  the  US  A  Microsoft  and  the  Microsoft  logo  arc  registered  trademark-,  and  Windows  is  a  trademark  of  Microsoft  Corporatum.  1-2-3  is  a 
■ed  trademark  of  Lotus  Development  Corporation 


R&D  SCOREBOARD 


COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

rtK 

AS% 

rKUM 

AS% 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

SMIL 

% 

S 

RANK 

S 

RANK 

S  MIL. 

% 

STHOUS. 

SALES 

SMIL. 

% 

PROFIT 

Keithley  Instruments  (9) 

12.0 

17 

I6U24.U 

7 

12673.5 

10 

100.6 

1 1. 
1 0 

104.1 

11.9 

0./ 

99 

■ 

211. 

KLA  Instruments  (6) 

1 8  6 

-14 

16896.4 

4 

15397.5 

6 

1679 

1 

152.7 

11.1 

14.0 

-22 

132 

LTX  (7) 

19.9 

-17 

19748.0 

2 

23764.9 

2 

143.0 

1 

141.9 

13.9 

-17.2 

NM 

NEi 

Measurex  (11) 

20.2 

-7 

7845.0 

23 

7049.2 

21 

266.2 

-7 

103.2 

7.6 

30.4 

-40 

66. 

Mechanical  Technology  (9) 

3.5 

5 

SA99  ft 

32 

3081  8 

42 

71.9 

_2 

116  9 

4.8 

-2.3 

NM 

NE( 

Millipore 

60.9 

11 

9932.6 

18 

8336.5 

20 

703.2 

7 

114.7 

8.7 

35.4 

-47 

172. 

Moore  Products 

9.3 

23 

7237.8 

26 

5970.9 

24 

99.5 

-5 

77.3 

94 

3.4 

-57 

274 

MTS  Systems  (9) 

11.2 

25 

7961.0 

22 

5799.3 

26 

160.2 

5 

113.6 

7.0 

11.3 

-27 

99 

Newport  (7) 

4.3 

11 

1  AO! Q  1 
1  UO  1  O.J 

17 

10743.6 

15 

58.8 

1 
0 

1  90  7 

1  07./ 

7.4 

A  0 

O.  7 

— O  J 

63. 

Nicolet  Instrument  (3) 

12.3 

-4 

1181  1.5 

14 

11312.3 

13 

132.1 

5 

126.4 

9.3 

7.2 

31 

171. 

Optical  Coating  Laboratory  (10) 

54 

23 

5154.2 

34 

5365.8 

28 

93.5 

8 

88.5 

5.8 

6.4 

-5 

35: 

Perkin-Elmer  (7) 

63.4 

3 

9839.6 

19 

9070.3 

17 

837.7 

7 

130.0 

7.6 

65.6 

-10 

96. 

Sparton  (6) 

2.7 

5 

Vj/.J 

DZ 

7fl9  7 

52 

178.1 

00.0 

1.5 

-13  9 

NM 

NEC 

Sun  Electric 

6.3 

49 

46 

2407.0 

46 

242.0 

1ft 
0  0 

inn  7 

26 

10  9 

NM 

57.. 

TCI  International  (9) 

3.0 

17 

7156.4 

28 

3714.3 

38 

59,0 

-13 

139.7 

5.1 

-5.6 

NM 

NEC 

Tektronix  (5) 

1724 

-11 

14426  5 

12 

13100.9 

9 

1330.9 

-5 

111.4 

13.0 

78.0 

NM 

221.1 

Teradyne 

66.9 

5 

15207.3 

9 

13380.9 

8 

458.9 

-5 

104.3 

14.6 

-27.9 

NM 

NEC 

Thermo  Electron 

ori  o 

zu.y 

1  1 
Z  \ 

3451.4 

43 

2915.2 

A  A 
44 

/  uo.u 

15 

116.8 

i  n 

O.v 

58.1 

46 

00.1 

Thermo  Instrument  Systems 

13.7 

77 

4923.2 

36 

6321.7 

23 

285.4 

DO 

lUzo 

4.8 

oz.O 

in7 

!U/ 

42.( 

Trimble  Navigation 

13.6 

58 

28579.8 

1 

32091.6 

1 

633 

99 

132.9 

21.5 

2.9 

214 

471.' 

TSI (3) 

5.5 

22 

16098.8 

6 

14656.2 

7 

39.7 

10 

1 15.3 

14.0 

4.3 

16 

129. 

(D)  SEMICONDUCTORS 

GROUP  COMPOSITE 

2439.3 

13 

9924.3 

111  A 

23721.6 

7 

96.5 

10.3 

1608.4 

_2 

151.5 

Adaptec  (3) 

14.0 

32 

20385.7 

19803.6 

9 

128.9 

18 

187.6 

10.9 

17.1 

-5 

8ld 

Advanced  Micro  Devices 

203.7 

1 

16975.2 

1  r 
1  J 

1  A 0O7  A 

1  4oV/.4 

14 

1059.2 

-4 

88.3 

19.2 

-53.6 

NM 

NEG 

Alpha  Industries  (3) 

1.4 

-11 

1  A  1 

A  O 

42 

O  A  C  7  ^ 

40 

66.3 

0 

A77 

u/ ./ 

2.1 

2  2 

NM 

63.J 

Altera 

107 

13 

9Qft/l9  9 
Z0o40.Z 

7 

/ 

9QA01,  7 
ZVOYJ./ 

5 

78.3 

0  0 

2116 

13.6 

20  7 

35 

sii 

AMP 

263  0 

4 

10647.8 

22 

9592.6 

22 

3043.6 

9 

123.2 

8.6 

462.0 

1 

56.S 

Analog  Devices  ( 1 0) 

80.3 

17 

14088.8 

]  7 

1 1699  3 

19 

485.2 

7 

85.1 

16.6 

-13.6 

NM 

NEG 

Appian  Technology 

6.3 

2 

41686  7 

1 
J 

0/  1  00.4 

2 

49.8 

35 

331.8 

126 

0.1 

NM 

4810.C 

Augat 

136 

25 

juj/.u 

T9 

00 

4Z  0  /  \f 

33 

299.2 

_2 

110  8 

4.5 

23.9 

10 

56.E 

Avontek 

17.4 

-4 

7227.1 

29 

7847.3 

23 

155.4 

-2 

64.6 

11.2 

-0.8 

NM 

NEG 

Burr-Brown 

18.9 

5 

12364.2 

90 

0071  7 

70/  1./ 

21 

1770 

4 

1 15.5 

10.7 

7.8 

-50 

243.5 

Chips  &  Technologies  (6) 

45.5 

36 

Afi4'i5  6 

U  OtJJ.u 

1 

CQ077  yl 

JOZ/  /.4 

1 

293.4 

35 

441.2 

15.5 

43.8 

-15 

103.8 

CTS 

4.1 

13 

A7 

789  4 

46 

2510 

-4 

45.3 

1.6 

9.5 

-45 

43.2 

Cypress  Semiconductor 

55.6 

17 

34829.5 

5 

28682.7 

6 

225.2 

13 

141.2 

24.7 

50.3 

8 

110.3 

Dallas  Semiconductor 

149 

15 

21273.9 

i  n 
1  u 

8 

100.0 

22 

142.7 

14.9 

20.4 

37 

73.2 

Data  Design  Laboratories  (6) 

2.1 

15 

2101  0 

A  1 

4  I 

1  1  1 

43 

91.2 

2 

91.2 

2.3 

-8.8 

NM 

NEG 

DH  Technology 

2.8 

26 

A9^n  A 

/f  1   1  A  1 
4  1  10.1 

35 

41.1 

_2 

91  8 

6.9 

9.2 

7 

31.1 

Electromagnetic  Sciences 

4.6 

13 

7349.2 

28 

5008.2 

30 

70.2 

26 

111.5 

6.6 

-1.4 

NM 

NEG 

Exar(3) 

96 

34 

17689.5 

1  A 

14 

1  A  AO  A  "3 

15 

112.7 

29 

208  4 

8.5 

1 1.5 

29 

83.6 

Integrated  Device  Technology  (3) 

50.8 

22 

0/1770  7 

Z4/  /  7  ./ 

p 

0 

1  ATI /I  R 
1  0  J  04. 0 

12 

198.6 

-5 

96  8 

25.6 

0.8 

-97 

6082.3 

Intel 

516.7 

42 

21621 2 

0 

y 

1  DY04.J 

13 

3921.3 

25 

164.1 

13.2 

986.3 

69 

52.4 

International  Microelectronic  Products  (3)   13  5 

4 

31823.5 

6 

20937.6 

7 

51.3 

-26 

120.7 

26.4 

-19.4 

NM 

NEG 

International  Rectifier  (6) 

6.6 

-9 

2536.6 

39 

3204.6 

37 

2299 

18 

88.5 

2.9 

2.6 

NM 

251.0 

Lattice  Semiconductor  (3) 

10.4 

73 

A 1  0 11  1 

42822. J 

2 

35504.0 

3 

64  5 

A  A 
00 

1  a  A  7 
ZOO./ 

16.1 

1  A  A 
14.0 

1 V-4 

71.2 

Linear  Technology  (6) 

7.8 

28 

121868 

21 

1 1330.5 

20 

75.6 

1  7 

1  / 

1107 

Mo./ 

10.3 

1 7 
I  /.o 

9n 
zu 

44.4 

LSI  Logic 

60.2 

15 

13677  8 

18 

12715.9 

17 

655.5 

20 

148.9 

9.2 

-18.5 

NM 

NEG 

Maxim  Integrated  Products  (6) 

8.6 

35 

19995.3 

12 

19553.2 

10 

56.0 

33 

130.7 

15.3 

10.2 

18 

84.1 

Methode  Electronics  (4) 

7.2 

9 

3695.1 

36 

3247.3 

36 

132.8 

9 

68.6 

54 

8.6 

83.0 

Micron  Technology  (8) 

35.6 

66 

9886.0 

24 

54471 

29 

333.3 

-25 

92.4 

10.7 

3.1 

-98 

1150.7 

Microsemi  (9) 

1.0 

-62 

417.1 

48 

740.8 

48 

88.9 

-14 

35.6 

1.2 

-12.1 

NM 

NEG 

Molex  (6) 

31.6 

A 

O 

4699.3 

34 

4426.1 

32 

594.4 

4 

88.4 

5.3 

110.0 

5 

28.7 

National  Micronetics  (6) 

2.2 

-30 

4350.0 

35 

4163.7 

34 

42.1 

0 

84.3 

5.2 

-5.1 

NM 

NEG 

National  Semiconductor  (5) 

252.4 

0 

7718.7 

26 

7618.4 

25 

1675.0 

2 

51.2 

15.1 

-32.4 

NM 

NEG 

Optek  Technology  ( 1 0) 

0.7 

_2 

344.2 

49 

330.9 

49 

53.6 

-7 

25.3 

1.4 

-5.8 

NM 

NEG 

Robinson  Nugent  (6) 

1.3 

2736.8 

37 

2791.1 

39 

55  0 

4 

1 15.9 

2  4 

0.2 

-90 

528.5 

Rogers 

86 

4 

2690.3 

38 

2860.2 

38 

190.3 

9 

59.2 

4.5 

-3.6 

NM 

NEG 

Seeq  Technology  (9) 

8.9 

-10 

16614.9 

16 

18648.7 

11 

45.1 

-18 

84.2 

19.7 

-26.1 

NM 

NEG 

eldahl  (8) 

1.8 

-2 

1340  7 

43 

1114.7 

45 

97.1 

12 

74.2 

1.8 

0.0 

NM 

NM 

1  -on  General  (6) 

4.5 

-19 

7810.5 

25 

5586.8 

28 

58.2 

4 

102.1 

7.6 

1.1 

-24 

388.5 

SiHconix 

18.2 

-4 

10107.4 

23 

7694.0 

24 

131.2 

7 

73.0 

13.8 

-53.7 

NM 

NEG 

Solectron  (8) 

1.5 

34 

771.0 

45 

755.5 

47 

204.7 

58 

102.4 

0.8 

13.3 

75 

11.6 

V 
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Microsoft  Excel  3.0 


If  the  last  few  pages 
iidrit  convince  you 
Microsoft  Excel  3.0  is 

the  best  Windows 


Since  its  introduction,  Microsoft  Excel  for  Windows  has 
been  receiving  rave  reviews  from  the  experts. 

Now's  your  chance  to  review  it  for  yourself,  along  with  a 
ninety  day  money  back  guarantee! 

And  if  you're  currently  using  any  version  of  Lotus  1-2-3, 
you  can  upgrade  to  Microsoft  Excel  3.0  for  only  $129.** 

For  more  information,  call  us  at  (800)  323-3577  Depart- 
ment W58.  There's  never  been  a  better  time  to  start  using  the 
best  spreadsheet  for  Windows. 

Microsoft 


je  not  completely  satisfied,  fust  return  the  product  to  us  wtthm  90  days,  and  we'll  refund  your  money  in  full  "Plus  freight  and  applicable  sales  lax  Offer  good  for  current  oumen.  of  Lotus  1-2-3.  Please  allow  2 '-4  weeks  for  delivery  upon  receipt  of order  by  Microsot 
/91  Ltmd  one  per  customer  Call  for  system  requirements  Offer  good  only  m  the  50  Vntted  States  and  while  supply  last  F<-r  informatvm  ,ml\:  ouhide  the  50  United  States. ,  alt  C'OHi  9;ih-Sh6l  Lust  omen  in  Canada,  call  'Stun  5hl  9>>4H  :  199!  Mur»s„ft  C< 
reserved  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Window,  is  a  trademark  of  Microsoft  Corporation  Lotus  and  1-2-3  art  registered  trademarks  of  Lotus  Development  Corporation 


R&D  SCOREBOARD 


COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

RSt 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS? 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

C  MM 
3  MIL. 

S 

RANK 

S 

KARA 

C  UN 
j  MIL. 

% 

STH0US. 

CAI  EC 

SMIL. 

% 

PROF 

Solitron  Devices  (2) 

1.5 

-38 

2258.8 

40 

Z  1  07.7 

41 

36.9 

2 

56.1 

4.0 

-1  4 

NM 

NE 

Spr  ague  Technologies 

3.0 

-49 

747.9 

46 

2058.8 

42 

314.6 

_Q 

78  4 

1.0 

3  0 

NM 

100 

Texas  Instruments 

540.0 

7 

7679.4 

27 

6360.1 

27 

6567.0 

1 

93.4 

8.2 

-21.0 

NM 

NE 

Unitrode  (01) 

7.8 

-13 

5770.4 

32 

4911.4 

31 

124.9 

-10 

92.5 

6.2 

-1.2 

NM 

NEl 

Vicor 

2.6 

1 

6415.0 

30 

7322  0 

26 

36.8 

29 

91.9 

7.0 

8.1 

114 

3 

i 

Vishay  Intertechnology 

7.0 

5 

820.1 

44 

1153.9 

44 

445.6 

7 

52.4 

1.6 

33.9 

28 

20 

VLSI  Technology 

25.9 

1 

12410.2 

19 

12109.7 

18 

324.8 

13 

155.6 

8.0 

-12.7 

NM 

NE 

Xicor 

20.6 

58 

18109.6 

13 

14457.6 

16 

91.2 

1 

80.0 

22.6 

-18.0 

NM 

NE' 

Xilinx(3) 

12.4 

65 

37442.8 

4 

34443.1 

4 

97.6 

95 

294.1 

12.7 

25.7 

175 

46 

8  FOOD 

INDUSTRY  COMPOSITE 

526.3 

11 

1186.3 

2019.0 

75432.3 

7 

170.5 

0.7 

5914.5 

32 

8 

Agway  (6) 

American  Crystal  Sugar  (8) 
American  Maize-Products 
Archer  Daniels  Midland  (6) 


2.7 
4.4 
3.6 
8.3 


12  295.3 

8  NA 

29  1658.0 

28  699.8 


19  213.5 

21  NA 

5  1043.2 

14  617.8 


19 
21 
8 
15 


3607.2 
427.4 
501.5 

7751.3 


9  392.1  0.1 

1        NA  1.0 

-1  232.4  0.7 

-2  653.5  0.1 


22.1  -36 

6.3  13 

48.7  14 

753.2  13 


12.1 
69 
7. 

1. 


Beatrice  (2) 
Borden 

Campbell  Soup  (7) 
CPC  International 


17.0 
31.1 
53.7 
38.6 


6  1069.2 

17  672.4 

13  1076.2 

21  1102.9 


12 
14 


12  840.4 

16  621.8 

11  943.1  11 

10  1121.2  6 


4262.0 
7632.8 
6205.8 
5781.1 


5  268.1  0.4 

0  164.9  0.4 

9  124.3  0.9 

13  165.2  0.7 


106.0  61 
575.6  NM 

185.1  66 
638.3  15 


16J 
5, 

29.( 
6.1 


Dekalb  Genetics  (8) 
Farmland  Industries  (8) 
General  Mills  (5) 
Hershey  Foods 


33.2 
5.1 
57.0 
192 


13  13668.2 

177  765.1 

18  527.4 

19  1508.0 


2  12520.9  2 

13  395.3  18 

17  529.0  16 

7  950.6  10 


274.0 
3377.6 
7153.2 
2715.6 


7  112.8  12.1 

14  504.1  0.2 

11  66.2  0.8 

12  213.8  0  7 


25.2  -13 

58.2  -47 

765.6  25 

361.5  25 


i3i.; 

8.1 
5.3 


Hormel(Geo.A.)(10) 
International  Multifoods  (2) 
Kellogg 

McCormick(ll) 


5.6 

2.2 
38.3 
10.1 


29 
5 


675.8 
240.7 
-11  2221.7 
25  1349.5 


15  624.4  13 

20  195.5  20 

4  2312.2  3 

8  1039.4  9 


2681.2 
2191.9 
5181.4 
1323.0 


15  323.0  0.2 

6  239.8  0.1 

1 1  300.6  0.7 

6  176.4  0.8 


121.4  10 

66.2  45 

814.7  22 

108.0  32 


Pioneer  Hi-Bred  International  (8) 
Quaker  Oats  (6) 
Ralston  Purina  (9) 
Spreckels  Industries  (6) 
Universal  Foods  (9) 


FUEL 


72.5 
433 
66.4 
1.5 
12.5 


10  15753.5 

10  1535.5 

-2  1183.0 

-12  494.0 

12  2232.1 


1  12685.2  1 

6  1585.9  5 

9  1084.5  7 

18  526.2  17 

3  1796.8  4 


964.5 
5030.6 
7101.4 
430.0 
838.9 


1 1  209.6  7.5 

3  178.4  0.9 

7  126.5  0.9 

20  143.7  0.3 

0  149  8  1.5 


122.6  -11 

382.4  60 

655.0  14 

16.0  43 

82.6  24 


59.1 
11.3 
10.1 
9.3 
15.1 


INDUSTRY  COMPOSITE 


2712.6 


7  3585.4 


2992.2 


400782.1     19    529.7     0.7     29163.3  24 


9.3' 


(A)  OIL 


GROUP  COMPOSITE 

2113.7 

7 

3879.5 

2955.3 

377744.1 

19 

693.3 

0.6 

27402.6 

23 

7.7] 

Amoco 

307.0 

10 

5630.5 

4 

5181.8 

2 

28010.0 

17 

513.7 

3410.0 

27 

9.0 

Ashland  Oil  (9) 

16.0 

3 

480.3 

16 

445.4 

15 

8551.9 

6 

256.0 

0.2 

263.1 

85 

6.1 

Atlantic  Richfield 

136.0 

21 

4981.7 

5 

3964.8 

6 

18008.0 

17 

659.6 

0.8 

2820.0 

-11 

4.8 

Chevron 

219.0 

-7 

4040.0 

7 

4515.0 

4 

38607.0 

31 

712.2 

0.6 

4213.0 

223 

5.2 

Exxon 

637.0 

8 

61250 

1 

5710  4 

1 

105519.0 

22 

1014.6 

0.6 

8452.0 

61 

7.5 

Fina 

11.4 

8 

2855.4 

10 

2425.0 

10 

3969.2 

31 

993.0 

0.3 

188.0 

32 

6.1 

Kerr-McGee 

160 

23 

2368.3 

1614.4 

3683.0 

23 

545.1 

0.4 

156.0 

-27 

10.31 

Mobil 

276.0 

13 

41010 

6 

2942.7 

9 

57819  0 

15 

859.1 

0.5 

4444.0 

18 

6.2 1 

Nacco  Industries 

19.6 

37 

1764.0 

12 

1231.5 

12 

1385.0 

17 

124.7 

1.4 

50.0 

-46 

39.2 

Occidental  Petroleum 

30.0 

11 

545.5 

15 

436.1 

16 

21694.0 

8 

394.4 

0.1 

-1594.0 

NM 

NEG 

Phillips  Petroleum 

1270 

-5 

5666.9 

3 

4967.5 

3 

13603.0 

10 

607.0 

0.9 

1187.0 

121 

10.7 

Sun 

14.0 

-13 

669.0 

14 

902.4 

13 

11812.0 

19 

564,5 

0.1 

390.0 

85 

3.6 

Texaco 

225.0 

5 

5739.9 

2 

4414.5 

5 

40899.0 

26 

1043.4 

0.6 

2187.0 

-29 

10.3 

Triton  Energy  (5) 

3.7 

-1 

3246.9 

9 

3131.7 

7 

256.2 

7 

225.9 

1.4 

-48.5 

NM 

NEG  1 

Unocal 

57.0 

4 

3253.8 

8 

3108.6 

8 

10645.0 

6 

607.7 

0.5 

506.0 

-14 

11.3 

USX-Marathon  Group 

19.0 

0 

729.0 

13 

702  5 

14 

13283.0 

19 

5097 

0.1 

779.0 

36 

2.4 

(B)  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

598.9 

11 

2828.5 

3039.7 

23037.9 

15 

108.8 

2.6 

1760.6 

38 

34.0 

Baker  Hughes  (9) 

38.5 

28 

1841  7 

8 

1559.3 

7 

2614.3 

12 

125.1 

1.5 

181.5 

52 

21.2 

Baroid 

11.0 

10 

2340.4 

6 

1931.9 

6 

599.2 

25 

127.5 

1.8 

34.8 

61 

31.6 

GJ  Services  (9) 

5.3 

34 

1986.1 

7 

1986.1 

5 

350.2 

10 

131.3 

1.5 

28.8 

49 

18.4 

CBI  Industries 

8.8 

7 

727.8 

12 

432.9 

13 

1557.5 

4 

128.7 

0.6 

122.8 

41 

7.2 

Digicon  (7) 

29 

-26 

2849.3 

C 

3278.8 

4 

88.7 

11 

87.4 

3.3 

-5.1 

NM 

NEG 

186  BUSINESS  WEEK/QUALITY 


rhen  American  Airlines  set  out  to  design  International  Flagship  Service®, 
1 1  conducted  research  with  thousands  of  First  and  Business  Class  customers, 
'  otential  customers  and  employees  to  find  out  exactly  what  you  wanted  in 
^jpttMu^^  an  overseas  flight.  And  here's  what  we  found.  if  Fine 
^fc"^;  dining  was  one  of  your  top  priorities.  So.  we  gathered 
ome  of  the  world's  leading  chefs  to  help  create  the  lighter,  healthier  menu 
'ou  preferred.  A  menu  designed  to  please  your  sophisticated  tastes.  (Inci- 
ientally;  we  outscored  nine  of  the  most  respected  foreign  airlines  to  win 
business  Traveller  magazine's  1990  international  food  !• 


:ompetition  in  London. )  if  Comfortable  seats  were  higf 
in  your  list.  So  we  custom-built  ours  with  ^j^mjP 
leather  and  sheepskin  upholstery,  winged  Jl< 


headrests,  swivel  tray  tables.  Even  hydraulic  footrests.  if  Next,  our 
inflight  staff  began  receiving  special  cultural  awareness  train- 
ing to  meet  the  needs  of  international  travelers.  And 
we  added  even  more  flight  attendants  to  serve  f  you  —  many  fluent  in 
languages  from  Swedish  to  Japanese,  if  All  in  all,  you  helped  us  iden- 
tify more  than  30  things  that  are  important  to  international  travelers.  Things 
you'll  now  find  on  each  and  every  International  Flagship  Service  flight.  And 
we  added  a  few  ideas  of  our  own,  as  well.  Like  warm  roasted  nuts.  Exclu- 
sive priority  baggage  handling.  And  individual  VCRs  in  First 
Class.  We've  even  included  fresh  flowers,  if  So  to  all  of  you  who 
helped  bring  ideas  to  the  table,  our  sincere  thanks.  Now  sit  back  and  enjoy 

AmericanAirlines 


your  just  desserts. 


Son )  letha  ig  special  n  i  tl.ie  air. 


R&D  SCOREBOARD 


COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

RSD 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS  % 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

SMIL 

% 

$ 

RANK 

S 

RANK 

$  MIL. 

% 

STH0US. 

SALES 

SMIL. 

% 

PROFITS 

Dresser  Industries  (10) 

11.9 

0 

359.5 

13 

853.5 

12 

4480.3 

1  0 
I  0 

I  J3.4 

0.3 

17A  C 

0 
0 

4; 

Halliburton 

113.9 

7 

1479.2 

11 

1420.7 

8 

6905.2 

22 

89.7 

1.7 

353.5 

44 

32.; 

Oceaneering  International  (3) 

4.3 

108 

3541.7 

4 

1269.8 

11 

147.2 

-20 

122.7 

2.9 

22.3 

49 

I9.C 

c   LI  L. 

Schlumberger 

372.7 

10 

7454.7 

1 

7450.6 

2 

5306.2 

13 

106.1 

7  A 

/.0 

698.4 

32 

53^ 

Smith  International 

13.9 

4 

42274 

3 

4544.7 

3 

387.6 

24 

118.2 

3.6 

22.2 

NM 

62y 

Varco  International 

7.9 

51 

6800.2 

2 

10738.4 

1 

130.9 

54 

112.3 

6.1 

9.8 

279 

80d 

Weatherford  International 

2.8 

82 

18077 

9 

1395.2 

9 

146.8 

13 

94.7 

1.9 

7.8 

376 

361 

Western  Co.  of  North  America 

5.0 

37 

1646.0 

10 

1367.5 

10 

323.8 

33 

105.8 

1.6 

4.2 

NM 

119.3 

10  HEALTH  CARE 

IkirM  ICTDV  /"/MiQACITC 

INDUSTRY  COMPOSITE 

OC1C  A 

03  JO. 4 

20  12839.1 

0707/1  0 

1  / 

1  J7  1 

14/. 1 

Q  T 

O./ 

1  /o  10. 0 

I  \ 

A  ~t  CI 
4/.71 

(A)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

6203.5 

22 

17016.7 

18272.1 

60141.8 

18 

165.0 

10.3 

13245.9 

32 

46.8 

A.  L.  Laboratories 

lO.l 

37 

5829.0 

32 

3811.6 

34 

2755 

3 

159.7 

3.7 

22.7 

44.3 

Allergan 

75.3 

5 

11869.5 

20 

10832.4 

19 

883.9 

10 

139.3 

8.5 

105.7 

40 

71.2 

Alza 

lO.l 

9 

14849.2 

17 

31783.2 

7 

99.3 

18 

145.3 

10.2 

39.1 

32 

25.91 

American  Home  Products 

369.2 

7 

7581.2 

29 

6212  0 

31 

6775.2 

0 

139.1 

5.5 

1828.3 

29 

20.2 


Amgen  (3) 

68.8 

64 

58353.7 

3 

49508.1 

5 

381.2 

100 

323.4 

18.0 

72.4 

147 

95.0 

Barr  Laboratories  (6) 

4.0 

-15 

8438.3 

28 

8326.1 

26 

70.3 

2 

149.6 

5.6 

1.5 

NM 

259.6 

Biocraft  Laboratories  (3) 

6.1 

10 

8651.4 

27 

8398.6 

24 

83.5 

-26 

119.3 

7.3 

5.2 

24 

116.1 

Bristol-Myers  Squibb 

881  0 

12 

16654.1 

13 

12273.7 

17 

10300.0 

12 

194.7 

8.6 

2524.0 

98 

34.9 

Carter-Wallace  (3) 

48  9 

8 

11460.2 

21 

9437.9 

22 

634  9 

14 

148.7 

7.7 

76.1 

1 

64.3; 

Centocor 

45.9 

1 

50986.6 

4 

72880.9 

1 

64.6 

-10 

71.8 

71.0 

-134.8 

NM 

NEG! 

Chiron 

21  3 

-14 

34910.0 

6 

70544.8 

2 

52.4 

48 

85.8 

40.7 

7.1 

NM 

302.4 

Collagen  (6) 

104 

76 

23153.3 

9 

24427.1 

8 

54  3 

26 

120.8 

19.2 

7.0 

52 

149.9 

Diagnostic  Products 

9.7 

30 

15699.5 

14 

14502.1 

13 

75.9 

26 

122.6 

12.8 

24.5 

11 

39.6 

E-Z-Em  (5) 

5.0 

54 

6233.9 

31 

3937.7 

32 

79.4 

2 

98.2 

6.3 

-1.9 

NM 

NEG 

Forest  Laboratories  (3) 

11.4 

20 

11385.1 

22 

9506.1 

21 

176.3 

24 

175.4 

6.5 

54.9 

32 

20.9 

Genentech 

156.4 

7 

81316.1 

1 

60117.4 

3 

434.8 

17 

226.1 

36.0 

-96.6 

NM 

NEG 

Genetics  Institute  (1 1 ) 

45.4 

12 

78546.6 

2 

59232.5 

4 

40.4 

-8 

69.9 

112.4 

-22.9 

NM 

NEG 

Genzyme 

8.7 

83 

13076.3 

18 

10257.7 

20 

50.1 

53 

75.1 

17.4 

-27.8 

NM 

NEG  1 

ICN  Pharmaceuticals  (11) 

5.0 

-65 

1941.5 

36 

3818.5 

33 

272.0 

47 

104.6 

1.9 

-16.1 

NM 

NEG  j 

IVAX 

7.6 

6 

9844.2 

24 

7649.6 

29 

141.5 

13 

183.8 

5.4 

0.4 

NM 

1923.9 

Life  Technologies 

12  5 

11 

9626.2 

25 

8044.8 

28 

151.6 

13 

116.6 

8.3 

22.9 

8 

54.6 

Lilly  (Eli) 

702.7 

16 

23501.7 

8 

19608.4 

11 

5191.6 

24 

173.6 

13.5 

1599.0 

20 

43.9! 

Marion  Merrell  Dow 

358.0 

169 

39245.8 

5 

31988.6 

6 

2462.0 

165 

269.9 

14.5 

751.0 

125 

47.7 

Maxwell  Laboratories  (7) 

36 

35 

4797.3 

33 

3448.1 

35 

84.0 

17 

1135 

4.2 

6.6 

7 

53.5 ;. 

Medco  Containment  Services  (6) 

1.2 

NA 

352.3 

38 

151  7 

38 

1003.8 

38 

286  8 

0.1 

11.9 

-74 

10.4  ! 

Merck 

854.0 

14 

23143.6 

10 

19935.8 

10 

7671.5 

17 

207.9 

11.1 

2730.3 

18 

31.3 

Mylan  Laboratories  (3) 

6.3 

4 

12339.2 

19 

12731.7 

15 

91.1 

-5 

178.6 

6.9 

39.0 

21 

16.2  A 

Newport  Pharmaceuticals  International    0  7 

14 

2392.2 

35 

8091.0 

27 

60.4 

55 

213.5 

1 1 

-5.4 

NM 

NEG  : 

Pfizer 

640.1 

21 

15061.2 

15 

11494.3 

18 

6406.0 

13 

150.7 

10.0 

1103.3 

20 

58.0 

Pharmaceutical  Resources  (9) 

3.3 

-49 

6540.0 

30 

6951.7 

30 

49.0 

-52 

97.9 

6.7 

-25.3 

NM 

NEG 

Rhone-Poulenc  Rorer 

350.2 

187 

14930.4 

16 

12346.7 

16 

2917.4 

147 

124.4 

12.0 

16.9 

-87 

2075.3 

Scherer(R.P.)(3) 

9.0 

7 

2558.6 

34 

2294.5 

36 

350.4 

14 

100.1 

2.6 

18.1 

NM 

49.5 

Schering-Plough 

379.6 

16 

19269  0 

12 

13695.1 

14 

3322.9 

5 

168.7 

114 

768.9 

19 

49.4 

SPI  Pharmaceuticals  (11) 

1.2 

-30 

754.5 

37 

632.3 

37 

140.7 

13 

914 

0.8 

22.9 

41 

5.1 

Syntex  (7) 

270.8 

10 

26291.2 

7 

21577.1 

9 

1521.0 

13 

147.7 

17.8 

379.4 

13 

71.4 

Upjohn 

4272 

5 

23091.7 

11 

18744.9 

12 

3032.7 

11 

163.9 

14.1 

655.6 

38 

65.2 

Warner-Lambert 

379.3 

23 

11155.9 

23 

8372.3 

25 

4686.9 

12 

137.9 

8.1 

680.7 

15 

55.7 

Zenith  Laboratories 

3.5 

148 

8790.5 

26 

8927.6 

23 

53.3 

52 

133.0 

6.6 

3.0 

NM 

116.4  1 

(B)  MEDICAL  PRODUCTS  &  SERVICES 

GROUP  COMPOSITE 

2331.9 

14 

7749.7 

6036.3 

37729.2 

15 

125.4 

6.2 

4564.7 

-3 

51.1 

Abbott  Laboratories 

567.0 

13 

12954.3 

6 

10893.3 

8 

6158.7 

14 

140.7 

9.2 

1350.7 

13 

42.0 

Acuson 

26.8 

33 

21942.8 

1 

19603.3 

1 

282.8 

24 

231.2 

9.5 

77.2 

26 

34.8 

ADAC  Laboratories  (9) 

6.3 

1 

15316.3 

3 

14703.7 

3 

75.7 

-23 

184.3 

8.3 

3.5 

-81 

182.1 

Bard  (C.  R.) 

44.1 

22 

5040.0 

22 

3890.3 

24 

785.3 

1 

89.7 

5.6 

58.5 

-43 

75.4 

jusch  &  Lomb 

48.1 

17 

3696.2 

26 

3299.4 

28 

1368.6 

12 

105.3 

3.5 

1984 

15 

24.2 

?er  International 

261.0 

7 

4040.2 

24 

3619.0 

27 

8100.0 

9 

125.4 

3.2 

128.0 

-84 

203.9 

n,  Dickinson  (9) 

102.8 

5 

5558.2 

20 

4611.8 

19 

2012.7 

11 

108.8 

5.1 

274.1 

20 

37.5 

W  •    el (5) 

12.9 

30 

NA 

43 

NA 

43 

209.7 

29 

NA 

6.1 

58.6 

34 

22.0  i 

5SS  E     II  :SS  WEEK/QUALITY 


J.  D.  POWER 


ASSOCIATES 
HAS  PUT  US 


OUR  PLACE. 


J.D.  POWER 
AND  ASSOCIATES 


PERSONAL  COMPUTER 
CUSTOMER  SATISFACTION 
RANKINGS" 


f 


J.  D.  Power  and  Associates  released  these  results 
from  the  first  ever  industry  Customer  Satisfaction  Index  for 
Personal  Computers,  in  Small  to  Medium  Sized  Businesses!" 
And  if  you'll  pardon  any  immodesty,  we're  proud  to  share 
them  with  you. 

Computer  users,  in  indicating  their  overall  satisfaction, 
ranked  Dell  "Best  Personal  Computer  in  Customer 
Satisfaction  in  Small  to  Medium  Sized  Businesses." 

While  these  results  may  surprise  some  people,  it's  not 
surprising  to  people  who  already  own  a  Dell1' PC,  notebook, 
laptop  or  server.  Because  satisfying  our  customers  is  how 
built  a  $546  million  business  in  just  seven  years, 
very  step  of  the  way,  from  the  initial  phone  call,  through 
the  custom  configuration  of  the  computer,  to  service  and 
upport,  our  customers  talk  to  us  directly.  For  as  long  as  they 
the  computer.  And  every  inquiry  our  customers  make 
logged  onto  a  special  database.  In  the  end,  we  know  their 
.tem  as  well  as  they  do.  Maybe  better. 

if  you're  impressed  by  these  numbers,  may  we  suggest 
all  the  number  below. 
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190  BUSINESS  WEEK/QUALITY 


keeping  up  isn't  getting  any  easier. 

Or  Is  It? 


If  you  think  business  is  operating  on  a  fast  track  today, 
•t  wait  until  tomorrow.  And  the  next  day. 

But  no  matter  how  absurd  the  pace  gets,  from  now  on 
eplng  up  will  be  a  lot  easier. 

Thanks  to  the  Minolta  EP  8601  high-volume  copier. 

This  workhorse  turns  out  60  copies  per  minute.  Handily. 

Staples,  stamps  ("Urgent,"  "Confidential,"  etc.)  and  sorts 
the  touch  of  a  button. 

Produces  up  to  50,000  copies  between  toner  refills 
Duble  that  of  any  copier  in  Its  class). 

Even  accesses  up  to  50  different  messages  for 


solving  virtually  any  copying  problem,  via  an  easy-to-read 
LCD  screen.  So  If  you're  Interested  In  keeping  up,  we 
suggest  you  look  Into  this  or  any  of  our  high-productivity 
copiers  today.  After  all,  time's  a-wastin'. 
Call  1-800-9 -MINOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  Of  MINOLTA 
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The  New  MD-11 
Makes  Two  Types  Of  People 

Significantly 
More  Comfortable. 


Passengers. 

'II  find  the  cabin  of  the  new  MD-11  wider,  to 
ow  more  room  for  seating  and  aisles.  And  higher, 
more  headroom.  Together,  they  create  a  new 
ing  of  spaciousness.  Plus  windows  are  larger,  for 
re  light.  Cabin  airflow  is  maximized.  And  noise 
els  are  minimized. 

Everywhere  you  look,  you'll  find  comfort  touches 
rom  increased  overhead  storage  for  carryons,  to 
proved  lighting.  We  even  gave  the  MD-11  the 
lability  to  have  a  TV  monitor  at  every  seat. 

The  MD-11  has  the  most  advanced  flight  deck 
commercial  aviation.  With  flight  management 
stems  that  offer  maximum  performance  and  ease 
operation  for  the  cockpit  crew.  To  reduce  the  pilot 
rk  load  even  further,  the  automated  flight  control 
em  utilizes  the  latest  digital  aviation  electronics, 
laved  on  video  monitors  in  the  cockpit. 


And  Pilots. 


"Winglets"  at  each  wingtip,  developed  in 
cooperation  with  NASA,  reduce  drag  and  increase 
performance  and  fuel  efficiency.  The  result:  The 
MD-11  is  an  extremely  long-range  airliner  that  can 
overfly  today's  congested  hubs.  Including  long,  over- 
water  flights  where  its  third  engine  adds  an  extra 
degree  of  comfort. 


The  New  MD-11. 
Comfort  On  A  Higher  Plane. 
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1  0 

IJ  1./ 

01 

z  1 

1  7  T  1  ! 

Hein-W/erner 

2.1 

-6 

2676.2 

34 

2404.8 

35 

102.7 

_9 

134.1 

2.0 

2.3 

-54 

90.6  1 

Helix  Technology 

2.2 

7 

5458.3 

19 

5878.8 

16 

52.4 

-1 

128.4 

4,3 

1.8 

-55 

120.5  1 

Ingersoll-Rand 

127.9 

13 

3792.8 

27 

3549.8 

26 

3737.8 

8 

1 10.8 

3.4 

285.1 

-8 

44  9 

Interlake 

A  0 

4.0 

-J  1 

0  C  A  A 

004. U 

54 

885  1 

C  0 

7QA  0 
/OO.J 

-5 

156.2 

A  C 

U.5 

-0.1 

NM 

NEG  ' 

Ionics 

2.6 

9 

2568.0 

35 

2890.3 

31 

128.4 

18 

128.4 

2.0 

6.4 

21 

39,9  i 

JLG  Industries  (7) 

3.5 

21 

2249.2 

37 

2718.8 

32 

149.3 

23 

95.4 

2.4 

13.4 

8 

26.2  I 

Joy  Technologies  (2) 

1.4 

-48 

324.8 

56 

586.3 

54 

552.5 

6 

131.6 

0.2 

0.4 

NM 

352.5  1 

Kuhcke  &  Sotta  Industries  (9) 

10.6 

4 

1  M  A  A  0 

10249.3 

12 

9278.9 

9 

102.8 

7 

99.3 

10.3 

2.7 

-53 

393.8  1 

Lam  Research  (6) 

26.6 

22 

34421.0 

3 

29190.4 

3 

137.3 

9 

177.8 

19.4 

-9.2 

NM 

NEG 

Lincoln  Food  Service  Products 

1.1 

-4 

33994 

29 

2902  3 

30 

44.0 

-7 

130.1 

2.6 

1.0 

-24 

111.1 

Manitowoc  (6) 

2  6 

14 

1260.5 

48 

1132.8 

50 

225.8 

13 

107.5 

1.2 

30.4 

25 

8.7 

Met-Pro  ( 1 ) 

0.6 

34 

NA 

57 

NA 

57 

38.9 

J 

NA 

1.5 

4.9 

-16 

1  O  A 

12.0 

Nordson  (10) 

17.6 

17 

6661.6 

16 

6079.9 

13 

344.9 

22 

130.4 

5.1 

44.8 

-13 

39.3 

Novellus  Systems 

9.1 

68 

394870 

2 

29878  5 

1 

67.1 

32 

291.8 

13.5 

21.7 

26 

41.8 

Oilgear 

1.9 

2 

1822.7 

41 

1690.8 

41 

73.1 

18 

72.0 

2.5 

2.7 

27 

68.0 

Osmonics 

2.5 

38 

5033.7 

23 

4971.9 

20 

43.6 

20 

86.4 

5.8 

5.4 

-10 

46.6 

Package  Machinery 

3.9 

3 

10803.3 

]  ] 

81 28  0 

11 

39.5 

-24 

109.3 

9.9 

-1 1.0 

NM 

NEG 

Pentair 

8.5 

9 

988.4 

51 

541  7 

55 

1 175  9 

1 

136.7 

0.7 

57.4 

-8 

14.8 

Photronics  (10) 

2.5 

_2 

7961.3 

13 

8097.5 

12 

37.4 

35 

120.5 

6.6 

6  3 

401 

39.2  I 

r\    II*    i  r 

Publishers  Equipment 

4,6 

39 

12478.3 

3 

47273 

22 

71.5 

-7 

194.3 

6.4 

-1 1.2 

NM 

NEG 

Rex-PT  Holdings  (6) 

4.2 

17 

751.0 

55 

698  8 

53 

566.6 

8 

100.8 

0.7 

31.1 

19 

13.6 

Shopsmith  (3) 

0.6 

9 

1 172.9 

50 

1179.4 

47 

51.0 

16 

106.3 

1.1 

0.5 

-75 

116.1  i 

Silicon  Valley  Group  (9) 

25.3 

67 

13003.6 

7 

16398.8 

6 

184.3 

41 

94.8 

13.7 

7.9 

-50 

319.1 

Stevens  Graphics 

4.3 

85 

5375.0 

21 

3210.1 

28 

117.4 

-7 

146.8 

3.7 

-11.6 

NM 

NEG 

Tennant 

9.4 

9 

5204.4 

22 

4576.8 

23 

211.5 

7 

117.5 

4.4 

19.9 

-17 

47.1 

Timken 

ac\  a 
4U.U 

/ 

inn  n 
i  i  i  v.v 

38 

2048.8 

JV 

1 7  a  l  a 

1  /U  I.U 

1 1 
1 1 

OA  0 

VU.Z 

0  A 

z.4 

OD  Q 

yo.o 

z 

4U.0 

Trion 

0.5 

9 

1177.6 

49 

51 

38.7 

-15 

94.2 

1.3 

-4.7 

NM 

NEG  1 

Twin  Disc  (6) 

9.1 

0 

5455.3 

20 

5392.4 

19 

163.0 

-13 

97.3 

5.6 

4.4 

-75 

210.0 

VeloBind 

0.8 

16 

2825.5 

32 

2253.1 

37 

44.0 

7 

147.8 

1.9 

0.6 

29 

141.0  ! 

Weigh-Tronix  (3) 

2.9 

-7 

4377.4 

25 

3001  6 

29 

59.9 

3 

89  0 

4.9 

4.9 

-2 

59.7  | 

(D)  TEXTILES 

GROUP  COMPOSITE 

47.1 

10 

1 141.2 

2102.3 

3989.3 

-3 

96.8 

1.2 

-146.4 

NM 

NEG 

A  nnnv/  mfo r nnf ir» nn 
MIUU  11 V  IMlcriilUilUilUI 

179 

7 

2908  7 

4 

2389.5 

4 

560  0 

10 

91.0 

3.2 

13.8 

-82 

129.9 

Chemical  Fabrics  (6) 

1.4 

28 

3470.1 

2 

3810.4 

2 

48.7 

23 

121.2 

2.9 

5.1 

6 

27.6 

Concord  Fabrics  (8) 

2.5 

0 

3246.8 

3 

3012.7 

3 

195.0 

12 

253.2 

1.3 

7.1 

29 

35.2 

Crown  Crafts  (3) 

2.2 

21 

1469.3 

8 

1061.5 

8 

121.9 

19 

81.3 

1.8 

10.5 

1 

21.0 

DWG  (4) 

1.7 

10 

95.8 

11 

101.3 

11 

1215.3 

-1 

69.4 

0.1 

-33.8 

NM 

NEG 

Fab  Industries  (11) 

3.4 

16 

1880.6 

6 

1565.9 

6 

167.9 

0 

93.3 

2.0 

15.8 

-2 

21.4 

Guilford  Mills  (6) 

8.0 

13 

2462.3 

5 

1584.3 

5 

5441 

-12 

167.5 

1.5 

-15.5 

NM 

NEG 

Health-Chem 

2.9 

8 

9513.3 

1 

7487.7 

1 

38.2 

-10 

127.3 

7.5 

-12.3 

NM 

NEG 

Horizon  Industries  (9) 

3.4 

24 

1523.2 

7 

1204.8 

7 

306.0 

1 

139.1 

1.1 

-3.1 

NM 

NEG 

Salem  Carpet  Mills 

2.2 

8 

596.7 

9 

531.5 

9 

442.0 

2 

121.1 

0.5 

4.5 

-55 

48.0 

United  Merchants  &  Mfrs.  (6) 

1.6 

-16 

432.4 

10 

375.6 

10 

350.3 

-30 

94.7 

0.5 

-138.5 

NM 

NEG 

14  METALS  &  MINING  J 

INDUSTRY  COMPOSITE 

405.8 

13 

1891.3 

1583.5 

38452.0 

-5 

179.2 

1.1 

2354.7 

-53 

17.2 

m  ALUMINUM 

GROUP  COMPOSITE 

257.3 

19 

2722.8 

2214.3 

16732.6 

-2 

177.1 

1.5 

1469.1 

-50 

17.5 

Alurnin  im  Co.  of  America 

220.3 

21 

3458.4 

1 

3265.3 

1 

10710.2 

-2 

168.1 

2.1 

1047.2 

-52 

21.0 

Reynolds  Metals 

37.0 

8 

1201.3 

2 

1163.2 

2 

6022  4 

-2 

195.5 

0.6 

421.9 

-44 

8.86 

196  BUSINESS  WEEK/QUALITY 


The  Top  Four  On-Time  Airlines  in  the  Country 


If  you  haven't  been  flying  Northwest  lately,  you've  been  flying 
behind  the  times.  For  the  past  18  months,  the  most  consis- 
tently on-time  airline  in  the  country  has  been  Northwest* 

At  Northwest  we  believe  in  things  like  punctuality.  Service. 
And  innovation.  You  can  see  that  in  everything  from  our 
reservation  system  to  our  baggage  handling  to  the  new  routes 
we're  opening  across  the  country  and  around  the  world. 

All  of  this  may  surprise  you,  but  you  watch.  In  the  days 
to  come.  Northwest  will  be  surprising  a  lot  of  people. 

NORTHWEST  AIRLINES  fity 

The  Number  One  On-Time  Airline.  ^— ^ 


Cj  ,  Northwest  Airlines,  Inc    *  Based  on  DOT  Air  Travel  Consumer  Report  domestic  statistics  for  the  seven  largest  airlines  over  the  18-month  period  ending  June  1 99  I 
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(B)  STEEL 


GROUP  COMPOSITE 

108.1 

0 

1287.8 

1683.7 

16124.3 

-10 

192.1 

0.7 

91.7 

-94 

117.9 

Allegheny  Ludlum 

8.2 

-6 

1471.3 

5 

1487.0 

6 

1084.9 

-8 

193.7 

0.8 

109.8 

-50 

7.5 

Andal  (9) 

1.1 

_9 

2091.3 

4 

2297.1 

3 

61.4 

-42 

121.8 

1.7 

-2.7 

NM 

NEG 

Armco 

26.4 

1 

2693.9 

2 

1694.8 

4 

1735.2 

-28 

177.1 

1.5 

-52.7 

NM 

NEG 

Bethlehem  Steel 

28.9 

18 

976.4 

7 

751.9 

9 

4899.2 

-7 

165.5 

0.6 

-457.5 

NM 

NEG 

Carpenter  Technology  (6) 

8.5 

4 

2430.0 

3 

2569.8 

2 

584.4 

-8 

167.1 

1.5 

73.2 

51 

11.6 

Haynes  International  (9) 

4.2 

-8 

3913.2 

1 

3913.2 

1 

223.6 

6 

206.5 

1.9 

3.2 

-52 

132.5 

National-Standard  (9) 

1.9 

-49 

899.5 

8 

1604.8 

5 

271.7 

-10 

130.7 

0.7 

-19.8 

NM 

NEG 

USX-U.S.  Steel  Group 

21.0 

-5 

868.3 

9 

838.2 

8 

6073.0 

-7 

251.1 

0.3 

437.0 

-44 

4.8  : 

Weirton  Steel 

7.9 

-14 

1040.6 

6 

1149.1 

7 

]  1  90  9 

-10 

157.1 

0.7 

1.1 

-97 

738.1 

(C)  OTHER  METALS 

GROUP  COMPOSITE 

40.4 

18 

1119.0 

1245.0 

5595.1 

1 

154.8 

0.7 

793.9 

45 

5.1 

Brush  Wellman 

6.6 

8 

3195.8 

1 

2685.3 

1 

297.4 

-6 

143.0 

2.2 

24.8 

-6 

26.8 

Dravo 

1.7 

90 

974.3 

5 

513.3 

7 

295.9 

6 

172.7 

0.6 

197 

11 

8.5 

Inspiration  Resources 

2.5 

NA 

405.8 

8 

772.1 

5 

1320.5 

0 

214.4 

0.2 

-16.1 

NM 

NEG  1 

Nord  Resources 

1.0 

22 

434.0 

7 

400.6 

8 

102.4 

10 

43.1 

1.0 

0.8 

-95 

122.3  ] 

Phelps  Dodge 

17.3 

14 

1229.9 

4 

991.9 

4 

2635.7 

-2 

187.4 

0.7 

678.9 

84 

25 

Precision  Castparts  (3) 

5.4 

6 

735.8 

6 

678.3 

6 

538.3 

18 

73.3 

1.0 

49.7 

40 

10.9  1 

RMI  Titanium 

3.8 

38 

2293.4 

3 

1982.7 

3 

255.3 

5 

153.8 

1.5 

29.4 

11 

13.0  | 

Superior  TeleTec  (3) 

2.1 

65 

2794.7 

2 

2524.1 

2 

149.7 

8 

199.6 

1.4 

6.6 

23 

31.6  ] 

m 

NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

88.8 

24 

2617.2 

7570.8 

13195.7 

11 

389.1 

0.7 

1046.7 

0 

8.5|f 

Loews 

11.7 

9 

440.8 

5 

430.9 

5 

12280.9 

11 

461.7 

0.1 

931.8 

-2 

13 

PHLCorp 

4.8 

111 

3475.5 

4 

2564.4 

4 

350.7 

-6 

253.0 

1.4 

40.3 

26 

11.9 

Policy  Management  Systems 

52.0 

30 

12369.4 

2 

10037.8 

2 

346.1 

30 

82.3 

15.0 

55.5 

37 

93.8  . 

SEI 

18.4 

11 

13767.4 

1 

136673 

1 

171.9 

15 

128.6 

10.7 

19.5 

2 

94.6  1 

Warner  Computer  Systems  (10) 

1.8 

-12 

4681.3 

3 

8149.7 

3 

46.2 

74 

119.6 

3.9 

-0.4 

NM 

negJI 

m 

OFFICE  EQUIPMENT  &  SERVICES 

INDUSTRY  COMPOSITE 

15953.7 

5  11788.5 

12664.5 

201434.3 

9 

148.6 

7.9 

17783.0 

23 

89.7  1 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

241.0 

12 

2931.5 

6174.9 

9058.8 

5 

116.4 

2.7 

705.2 

8 

34.2 

Anacomp  (9) 

5.4 

-3 

1089.6 

16 

952.4 

16 

652.2 

1 

130.4 

0.8 

17.4 

-27 

31.3 

CenterCore 

0.9 

24 

2674.0 

12 

2207.8 

12 

40.2 

-1 

126.0 

2.1 

0.6 

-77 

136.0m 

Diebold 

13.6 

15 

3568.4 

9 

2680.2 

10 

476.1 

2 

124.8 

2.9 

39.8 

-26 

342 

Franklin  Electronic  Publishers  (3) 

3.5 

-18 

21060.2 

2 

18414.5 

2 

54.4 

-22 

328  0 

6.4 

-5.8 

NM 

NEG 

General  Binding 

2.3 

22 

715.3 

17 

651.7 

17 

303.7 

7 

94.7 

0.8 

21.4 

-26 

10.7 

Gradco  Systems  (3) 

6.1 

-24 

60520.0 

1 

33681.9 

1 

79.4 

793.7 

7.6 

-10.1 

NM 

NEG 

HON  Industries 

3.3 

-3 

546.2 

19 

620.1 

18 

663.9 

10 

109.3 

0.5 

69.1 

54 

4.8 

Hunt  Mfg.  (11) 

1.3 

19 

636  2 

18 

550.1 

19 

220.1 

8 

107.1 

0.6 

18.7 

-36 

7.0 

Information  International  (4) 

5.2 

-20 

15321.5 

3 

13972.3 

3 

36.8 

-4 

108.7 

14.1 

0.2 

-66 

2968.0 

Micros  Systems  (6) 

16 

41 

5812.3 

5 

4394.2 

7 

35.2 

38 

127.2 

4.6 

4.1 

100 

39.2 

Miller  (Herman)  (5) 

191 

-2 

3086.1 

11 

3139.0 

8 

865.0 

4 

139.8 

2.2 

75.0 

10 

25.5' 

PAR  Technology 

5.8 

-15 

5570  5 

7 

6110.3 

6 

88.4 

-4 

84.2 

66 

-11.7 

NM 

NEG 

Pitney  Bowes 

109  3 

25 

3651.9 

8 

2642.1 

11 

3195.6 

11 

106.7 

3.4 

327.6 

26 

33.4 

Reynolds  &  Reynolds  (9) 

9.9 

10 

1945.4 

14 

2123.9 

13 

595.3 

-1 

117.0 

1.7 

41.7 

-10 

23.7 

Smith  Corona  (6) 

9.4 

12 

2616.9 

13 

1936.2 

14 

471.4 

-4 

1310 

2.0 

46.1 

-21 

20.4 

Standard  Register 

9.6 

5 

1564.0 

15 

1331.0 

15 

716.4 

1 

116.2 

1.3 

33.0 

-47 

29.3 

Telxon  (3) 

11.6 

12 

9111.0 

4 

8580  2 

4 

184.6 

29 

145.3 

6.3 

19.9 

NM 

58.2 

TransTechnology  (3) 

5.1 

-14 

3125.0 

10 

2774.1 

9 

185.7 

-6 

113.8 

2.7 

-2.8 

NM 

NEG 

Varitronic  Systems  (7) 

1.1 

-23 

5678.8 

6 

6249.1 

5 

39.4 

-25 

204.4 

2.8 

2.7 

-73 

40.5 

VeriFone 

16.8 

30 

NA 

20 

NA 

20 

155.0 

26 

NA 

10.9 

18.3 

15 

92.1 

m 

COMPUTER  COMMUNICATIONS 

-ROUP  COMPOSITE 

414.7 

17  17839.5 

17303.9 

3848.9 

13 

165.6 

10.8 

282.4 

-14 

146.8 

3/tex 

7.6 

38 

27120.6 

6 

23699.2 

5 

44.1 

156.4 

17.3 

6.8 

16 

112.5 

on  Systems  (2) 

13.3 

73 

9717.7 

16 

7597.2 

18 

180.5 

72 

131.7 

7.4 

57.3 

73 

23.3  : 

Cirrus  i.ogic  (3) 

22.7 

78 

47395.4 

2 

43223.8 

1 

141.8 

67 

296.7 

16.0 

29.1 

61 

77.9 

Cisco  Systems  (7) 

6.2 

190 

24283.5 

7 

24283.5 

4 

69.8 

152 

274.7 

8.8 

23.5 

238 

26.3  • 

eres 
[stn 
u 
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Hertz#l  Club  Gold  -The  best  way  ever  to  rent  a  car. 

At  Hertz,  we're  in  the  business  of  Hertz  Instant  Return,  Express 

iving  you  what  you  want— -high  qual-  Service  and  Computerized  Driving 

y  service  that's  fast  and  dependable.  Directions  are  just  a  few  more  ways  we 

With  Hertz  #1  Club  Gold  Service,"  provide  the  finest  quality  service  in 

lere's  nothing  to  slow  you  down.  You  the  rental  car  business, 

o  straight  from  the  courtesy  bus  to  So  whether  you're  travelling  for 

ur  exclusive  weather-protected  business  or  pleasure,  go  for  the  best, 

anopy  where  your  car  is  waiting  and  Gall  your  travel  agent  or  Hertz  at 

eady  to  go.  1-800-654-3131  for  reservations. 

AMERICAS WHEELS 


tz  rents  Fords  and  other  fine  cars. 

:g  u  s  pat  off  ©  hertz  systems  inc  m\ 
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Data  Switch 

11.0 

2 

14933.7 

13 

11711.4 

13 

121.8 
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g  example  of  Pras 
quality  initiative  in  action 


Companies  that  are  serious  about  quality  find  it  using  the 
information  delivered  by  Commander  EIS 


/hat  does  an  executive 
information  system  (EIS) 
i  to  do  with  quality?  Everything, 
ause  the  first  rule  ot  quality 
rovement  is  "fact-hased" 
lagement.  There's  no  room  for 
>swork  in  a  quality-driven 
triization.  That's  why  Pratt  & 
itney,  foremost  jet  engine 
tufacturer,  chose  Commander  EIS 
key  component  in  their  quality 
iative. 

'Our  strategic  plan  was  to  recap- 
market  share  through  quality 
rovements  in  our 
iucts  and  customer 
ice,"  says  Walter 
lpsey,  EIS  Manager 
Pratt  &  Whitney's 
nmercial  Engine 
iness  unit.  "We 


developed  an  EIS  to  directly 
support  our  Critical  Success 
Factors  —  everything  in  the  EIS 
was  tied  to  our  strategic  plan." 
Using  Commander  EIS,  the  Pratt 
&.  Whitney  team  was  able  to  col- 
lect and  deliver  the  information 
management  needed  to  support 
their  quality  goals. 

At  Pratt  &  Whitney,  putting 
the  customer  first  means  keeping 
planes  in  the  air.  With  Commander 
EIS,  managers  can  track,  query, 
analyze  and  report  detailed  data 
for  multiple  product  lines,  across 
several  categories  vital  to  product 
reliability  and  customer  service. 
"It  eliminates  the  tremendous 
time  lag  to  bring  useful  informa- 
tion back  to  the  business, "says 
Dempsey.  "And  it's  the  biggest 


productivity  enhancement  you 
can  find." 

If  you're  trying  to  get  your  quality 
program  off  the 
ground,  ask  for  our 
free  white  paper, 
"Supporting  Corporate 
Quality  Initiatives 
Through  Executive 
Injonnation  Systems." 

Contact  Chris  Kelly: 
1-800-922-7979 
in  Michigan:  313-994-4800; 
in  Canada:  1-800-541-1780 


COMSHARE 

3001  South  State  St ,  Ann  Arbor,  Michigan  48108 


1  jhl  ©  1991  Comshare  Incorporated  Comshare  is  a  registered  trademark,  and  Commander  is  a  trademark  of  Comshare.  Inc  (91CEIS09) 
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13.1 

6 

1 1401.7 

13 

8547.3 

17 

106.9 

-14 

93.0 

12.3 

-2.0 

NM 

Nto 

QMS  (9) 

84 

53 

6131.4 

21 

5600.2 

23 

276.3 

28 

200.5 

3.1 

21.8 

76 

38.8 

Radius  (9) 

68 

77 

21450.8 

4 

21450.8 

4 

110.6 

35 

351.1 

6.1 

10.4 

5 

65.0 

RasterOps  (6) 

2.0 

61 

l a ono n 

9 

14392.9 

c 
3 

46.4 

0  A 

B4 

0  0  1  A 

1  i  1.4 

A  0 

4. J 

0  Q 

0.0 

700 

/yj 

Scan  Optics 

3.9 

-36 

10075.1 

16 

1 1282.9 

12 

42.5 

3 

110.1 

9.2 

1.0 

NM 

388.1 

Sigma  Designs  ( 1 ) 

3.3 

22 

15104.5 

8 

12775.5 

8 

36.0 

-53 

163.5 

9.2 

2.6 

-81 

1274 

Standard  Microsystems  (2) 

12.3 

16 

28775.7 

2 

24495.3 

3 

87.0 

13 

203.3 

14.2 

2.1 

-72 

5873 

Summagraphics  (5) 

3.4 

20 

84475 

18 

11639.0 

11 

46.2 

6 

1155 

7.3 

5.8 

-18 

58.6 

Symbol  Technologies 

8.7 

13 

4577.4 

24 

5431.7 

24 

231.5 

4 

121.8 

3.8 

12.8 

-59 

67.7 

Symbolics  (6) 

9.2 

-4 

26994.1 

3 

25136.6 

2 

53.5 

-20 

156.5 

17.2 

-5.9 

NM 

NEG 

Tjlevideo  Systems  (10) 

5.0 

12 

19601.5 

5 

10353.6 

14 

456 

-4 

178.0 

11.0 

-12.8 

NM 

NEG 

Weitek 

12.7 

39 

58986.0 

1 

49262.6 

1 

57.8 

17 

268.8 

21.9 

11.3 

5 

112.2  |1 

Xerox 

848.0 

5 

7709.1 

19 

7149.9 

20 

16951.0 

4 

154.1 

5.0 

1103.0 

-5 

76.9 
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If  You  Just 
Bought  a 
Compaq 
Deskpro/M 

Take  It 
Back! 


Jpgradeable 
i486SX 

$1,995 

33-MHz 
386DX  Models 
Start  at 
$1,795 


"ALR  has  executed 
a  masterstroke  that 
could  influence  the 
way  all  computers 
are  built." 

PC  Resource  -  December  1 989 


Introducing  the  ALR 
BusinessSTATION 


TM 


SAVE  OVER  $1,000 
COMPARED  TO  THE  COMPETITION 


It's  ttmr  you 
ger  to  kno\£. 


PC  Resource  was 
right!  Everybody  is 
following  in  our 
footsteps.  After  all, 
ALR  pioneered  affordable 
modular  systems  over  two 
years  ago.  And  our  experience 
is  showing...  Just  look  at  what 
the  industry  experts  are  saying. 

Eft: 


MVP 


: 


In  simple  terms,  modularity  - 
otherwise  known  as  upgrade- 
ability,  is  the  number  one  way 
to  protect  your  PC  investment. 
You  don't  have  to  worry  about 
outgrowing  a  modular  system, 
because  you  can  affordably 
"twit  W^aJU  tU  CPU!  "IN'  with  a 
more  powerful  one  whenever 
your  needs  change. 


i486SX  i486/25 
$795*      $  1 ,495* 


i486/33 
$  1  ,595* 


I48<  ./".(  I 

S2.295* 


"Ji^tUf^Jct^CPW."1 


Which  brings  us  to 
why  you  should  buy 
an  ALR 

BusinessSTATION 
over  a  Compaq® 
Deskpro/M ™.  Feature 
for  feature,  the  ALR 
BusinessSTATION 
family  matches  or 
beats  the  Compaq 
Deskpro/M  series.  However, 
model  for  model,  the 
BusinessSTATION  offers  more 
performance... 

for  substantially  less  money. 

Like  the  Deskpro/M,  the 
BusinessSTATION  offers  a 
32-bit  EISA  bus,  the  most 
compatible  and  powerful  bus 
architecture  available  for  the 
PC.  Additionally,  an  integrated 
DMA-IDE  controller  delivers 
excellent  hard  disk  perfor- 
mance. And  a  wide  array  of 
standard  features,  including 
built-in  Super  VGA.  round  out 
this  outstanding  value.  And 
best  of  all,  you'll  be  getting  a 
quality  i486SX-based™  system 
loaded  with  features  for  only 
$  1 ,995  (33-MHZ  386DX™ 

Models  start  at  just  $  1 ,795). 


ALR® 

Compaq'' 

BusinessSTATION™ 

Deskpro™ 

486ASX 

486s/  16M 

Processor 

20-MHz  i486SX 

16-MHz  i486SX™ 

Memory  Cache 

8-KB 

8-KB 

Standard  Bus 

32-bit  EISA 

32-bit  EISA 

EISA  Slots 

2 

2 

Stdndard  Video 

SuperVGA 

Super  VGA 

Upgrade  Path 

25-,  33- &  50-MHz 

25-MHz  i486SX. 

i486DX 

33-MHz  i486 

Starting  Price 

$1,995 

S3. 199 

But  don't  take  our 
word  for  it.  Visit 
your  l<  ical 
authorized  ALR 
reseller  and 
compare  f<  >r 
Yourself.  Call: 


1 -80O444-4ALR 


TSSk — Advanced  Logic  Research.  Inc 


Irvine 
TEL  I 


CA  CJ27IH 
7141  581-6770   FAX  (714)  S8I-024O 


Available  at  these  nationwide  locations 


Compirtoft>cMMf 


Connecting  Point  331 

COMPUTER  CENTERS 


Prices  and  ronfigurailons  subjen  10  change  withoui  noilce  Prices  based  on  U  S  Dollars  "Module  pricing  rellecis  alier  rebate  pricing  verify  competitive  pricing  with  manulat  Hirer  System  shown  with  optional  monitor 
ALR  is  a  registered  trademark  and  BusinessSTATION  is  a  trademark  ol  Advanced  Logic  Research  Inc  All  other  brand  and  prodttci  names  are  trademarks  or  registered  trademarks  ol  their  respective  owners  ©1991  by 
Advanced  Logic  Research,  irx 


- 


R&D  SCOREBOARD 


COMPANY    R&D  EXPENSES  SALES  PROFITS 


CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1990 

1989 

1990 

10  on 

I77U 

1QQ1  Oft 
I7OO-7U 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

SMIL 

% 

S 

RANK 

S 

RANK 

SMIL. 

% 

S  THOUS. 

SALES 

SMIL 

% 

PROFITS 

(G)  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

1162.6 

28  21760.2 

19063.1 

8761.0 

25 

163.5 

13.3 

1538.8 

28 

75.3 

Adobe  Systems  (11) 

20.2 

50 

39744.1 

1 

31434.4 

4 

168.7 

39 

332.1 

12.0 

66.3 

21 

30; 

Aldus 

15.5 

30 

19103.8 

25 

14012.1 

25 

135.0 

37 

166.9 

115 

35.3 

38 

43.  t 

American  Software  (4) 

3.9 

50 

4791.0 

34 

5439.8 

34 

101.9 

10 

126.7 

3.8 

26.7 

-11 

14/ 

Ashton-Tate 

39.7 

-16 

24512.3 

17 

29768.0 

7 

230.5 

-13 

142.3 

17.2 

-20.1 

NM 

NEC 

Autodesk  (1) 

24.4 

14 

22127.0 

21 

18651.5 

21 

237.9 

33 

215.8 

10.3 

92.0 

20 

26  f 

BMC  Software  (3) 

22.2 

46 

37430.0 

3 

34757.1 

2 

130.1 

49 

219.4 

17.1 

38.2 

53 

58.ll 

Boole  &  Babbage  (9) 

4,9 

-7 

7244.8 

33 

13520.8 

27 

93.9 

26 

140.2 

5.2 

6.5 

-1 

74.4 

Borland  International  (3) 

23.3 

63 

23637.9 

19 

22802  9 

17 

226.8 

100 

230.0 

10.3 

41.9 

185 

55  t 

Cadence  Design  Systems 

42  6 

37 

25389.0 

16 

27373.2 

9 

231.4 

45 

138.1 

18.4 

56.3 

38 

75.61 

Computer  Associates  International  (3) 

177.4 

4 

26479.4 

14 

21128.3 

18 

1348.2 

4 

201.2 

13.2 

261.2 

11 

679 

Comshare  (6) 

20.0 

16 

20372.4 

23 

7146.8 

33 

103.7 

18 

105.8 

19.3 

10.7 

39 

18.5  £ 

Continuum  (3) 

42.0 

72 

36544  3 

4 

30181.2 

5 

112.7 

41 

98.0 

37.3 

15.4 

82 

272  2 

Electronic  Arts  (3) 

8.3 

17 

27700.0 

13 

26968.5 

10 

101.8 

40 

339.2 

8.2 

13.8 

44 

60.1 

Evans  &  Sutherland  Computer 

27.7 

-22 

19765.0 

24 

23550.9 

15 

157.6 

14 

112.5 

17.6 

26.4 

NM 

i05.(f} 

Hathaway  (6) 

7.5 

3 

14898.6 

28 

12460.4 

30 

51.3 

7 

102.0 

14.6 

0.1 

NM 

7419.81 

Hogan  Systems  (3) 

9.3 

-18 

25891.7 

15 

26855.4 

11 

50.3 

16 

139.6 

18.5 

5.5 

29 

170.OT 

Informix 

19.9 

79 

16025.8 

27 

10757.3 

32 

1461 

1 

117.6 

13  6 

-227 

NM 

negI 

Ingres (6) 

14.7 

12 

11456.5 

32 

17235.5 

23 

157.2 

20 

122.2 

9.4 

0.5 

-96 

3216.81 

Interleaf  (3) 

17.4 

11 

22596.6 

20 

17189.5 

24 

84.3 

-5 

109.4 

207 

-1.0 

NM 

NEGI 

Intermetrics  (2) 

1.0 

-22 

1688.5 

36 

1838.0 

35 

55.6 

20 

91.2 

1.9 

3.2 

52 

32  3  4 

KnowledgeWare  (6) 

7.9 

56 

14255.9 

29 

17675.6 

22 

66.2 

101 

119.3 

11.9 

14.2 

82 

55  6 

Logicon  (3) 

2.6 

12 

829.3 

37 

772.6 

36 

259.0 

1 

82.0 

1.0 

14.1 

-2 

185 

Lotus  Development 

110.4 

26 

31528.6 

8 

29892.7 

6 

684.5 

23 

195.6 

16.1 

52.8 

-38 

208.9  j 

MacNeal-Schwendler  ( 1 ) 

10.5 

22 

32965.5 

6 

27440  6 

8 

56.6 

26 

177.5 

18.6 

17.0 

14 

61  9 

Mediagenic  (3) 

6.8 

43 

29042.9 

10 

23103.4 

16 

64.1 

6 

275.0 

10.6 

-19.4 

NM 

NEG 

Microsoft  (6) 

180.6 

64 

32052.4 

7 

24620.8 

13 

1183.4 

47 

210.0 

15.3 

410.6 

64 

44.0 

Novell  (10) 

59.3 

A  A 
44 

Z4jUy  J 

18 

13977.0 

26 

497.5 

18 

205.7 

11.9 

145.1 

88 

JO  9 

Onlme  Software  International  (5) 

27.0 

18 

38152.5 

2 

23935.3 

14 

101  3 

13 

1431 

26.7 

76 

29 

355.0 

Oracle  Systems  (5) 

88.3 

68 

12963.0 

31 

11436.5 

31 

970.8 

66 

142.5 

9.1 

172.7 

44 

51.1 

Pansophic  Systems  (4) 

27.2 

11 

NA 

38 

NA 

38 

230.2 

5 

NA 

11.8 

33.3 

-5 

81  8 

Phoenix  Technologies  (9) 

7.7 

-44 

29332.1 

9 

36489.5 

1 

35.6 

-32 

136.0 

21.6 

-21.7 

NM 

NEG 

SofTech  (5) 

1.3 

596 

1910.1 

35 

714.4 

37 

44.3 

-10 

67.5 

2.8 

-1.3 

NM 

NEG 

Software  Publishing  (9) 

00  A 

lib 

40 

34449.0 

5 

33596.9 

0 

1  AC\  A 

I4U.0 

OA 
JO 

0 1  A  fl 
I  14.  U 

1  A  1 
10. 1 

00  0 
zy.J 

0 
y 

77 1 

Structural  Dynamics  Research 

15.7 

40 

16571.6 

26 

12716.6 

29 

118.6 

27 

124.8 

13.3 

20.7 

37 

76.0 

Symantec  (3) 

16.9 

83 

28113.3 

12 

25027.7 

12 

1163 

56 

193.9 

14.5 

14  3 

30 

117.6' 

System  Software  Associates  (10) 

7.9 

36 

13299.5 

30 

13435.2 

28 

124.2 

31 

210.1 

6.3 

25.6 

42 

30.7 

Systems  Center 

22.8 

93 

28213.8 

11 

18721.3 

19 

105.5 

35 

130.4 

21.6 

-28.8 

NM 

NEG 

Wordstar  International  (8) 

5.3 

0 

21876.5 

22 

18660.8 

20 

37.4 

-13 

153.8 

14.2 

-3.5 

NM 

NEG 

(HI  SYSTEM  DESIGN 

8  11790.4 

9802.2 

jUot.4 

_  1 
1 

I  **u.y 

— O  1  O.J 

IN  An 

INCV7 

ASK  Computer  Systems  (6) 

16.5 

23 

17549.3 

4 

16350.2 

5 

207.5 

11 

220.0 

80 

9.6 

-55 

173.0 

Auto-trol  Technology  (9) 

8.4 

2 

12167.9 

8 

1 1622.7 

7 

79.5 

3 

115.0 

10.6 

-1.1 

NM 

NEG 

Bolt  Beranek  &  Newman  (6) 

31.6 

28 

13344.3 

~i 

70171 

13 

261  9 

1  A 

f  IU./ 

1  z.l 

-j/.O 

INM 

kicr 
NtU 

Cerner 

A  Q 

4.0 

52 

111636 

9 

8230  7 

1  c\ 

IU 

^1  0 

0  I.J 

—  1  u 

1  10  fi 

1  1  y  .0 

Z\  J 

—JO 

1  7  0.  J 

Datapoint  (7) 

9.9 

-37 

5469.6 

18 

745  8.0 

12 

267.3 

-14 

147.7 

3.7 

-82  8 

NM 

NEG 

DR  Holdings 

135.9 

NA 

15623.8 

6 

1  0  QpkA  O 

6 

1589.0 

NA 

182.6 

8.6 

-100.1 

NA 

NEG; 

rtleNet 

1  0  0 

21 

15811.7 

5 

16522  7 

A 
4 

1  no  0 

100  A 
1  J  J.O 

1  1  Q 

1  l.o 

s  1 

j.  1 

JO 

ZJO,/  1 

General  Automation  (6) 

2.1 

-3 

6615.9 

15 

6178  0 

16 

000 
Jy.z 

c 
—J 

1  O  A  A 
1  /4.0 

^  0 
J.J 

A  1 

— u.  1 

HBO 

14.7 

20 

7506.4 

13 

6995.6 

14 

201.5 

-1 

102.6 

7.3 

10.7 

-55 

138.2 

Landmark  Graphics  (6) 

7.3 

18 

22363  9 

3 

25682.7 

1 

56.7 

37 

173.4 

12.9 

8.7 

30 

83.9 

MAI  Systems  (9) 

19.2 

34 

5189.6 

19 

4331.1 

18 

389.5 

-2 

105.2 

4.9 

-63.9 

NM 

NEG 

Mentor  Graphics 

74.5 

7 

27127.8 

1 

21880.2 

2 

435.2 

2 

158.4 

17.1 

32.4 

-52 

230.3 

Recognition  Equipment  (10) 

9.9 

53 

6552.5 

16 

4035  8 

19 

230.6 

-10 

152.2 

4.3 

-31.0 

NM 

NEG 

•'  red  Medical  Systems 

31.9 

-7 

7991.5 

11 

8870.4 

9 

402.7 

3 

100.8 

7.9 

33.8 

25 

94.4 

Syntrex  (4) 

3.0 

-30 

7062.1 

14 

7761.8 

11 

43.7 

-23 

104.3 

6.8 

-6.6 

NM 

NEG 

Titan 

2.2 

130 

1627.4 

20 

2022.6 

20 

124.0 

27 

91.9 

1.8 

2.8 

11 

78.0 

Triad  Systems  (9) 

8.0 

-6 

5703.6 

17 

5894.0 

17 

144.7 

-2 

102.8 

5.5 

5.8 

-42 

139.0 
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WHEN  19,000  CAREERS 
ARE  ON  THE  LINE 


Forget  ivy-covered  walls  and  lounging  on  the  grass.  Today's  students  are  rushing  to  meet 
the  21st  Century.  Libraries  are  now  "multimedia  buildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "applied  technology  facilities."  At  California  State  L'niversity,  Fresno, 
there's  even  a  special  system  to  integrate  all  of  these  resources.  It's  called  a  telephone. 
Actually,  the  students  of  CSUF  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
all  voice,  video  and  data  communications,  this  massive  digital  network  provides  access  to  thousands  of  on-campus 
computer  workstations,  telephones  and  telecommunications  services.  From  the  status  of  a  starting  freshman  to 
the  final  grades  of  a  graduating  senior,  the  F9600"  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  Call  1-800-553-3263. 


'  LI  J 


-  -  i 


V 

The  F9600  Digital  Telephone  from  Fujitsu,  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries 


FUJITSU 


The  global  computer  &  communications  company. 


R&D  SCOREBOARD 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS  \ 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF  1, 

SMIL 

% 

S 

RANK 

S 

RANK 

SMIL. 

% 

S  TH0US 

SALES 

SMIL. 

% 

PR0FIT5 

Ultimate  (4) 

49 

-15 

9943.3 

10 

9082.8 

8 

185.6 

-12 

375.7 

2.6 

-55.5 

NM 

NEcj 

United  Tote  (10) 

1.0 

NM 

1278.8 

21 

255.8 

21 

69.1 

125 

88.4 

1.4 

-3.5 

NM 

NEC 

Valid  Logic  Systems 

23.9 

-6 

26471.2 

2 

21021.7 

3 

158.5 

-9 

175.4 

15.1 

-43.8 

NM 

NEC 

Wicat  Systems  (3) 

3.9 

38 

77923 

12 

6878.5 

15 

49.0 

5 

98.7 

7.9 

1.2 

-47 

309, 

17  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

391.8 

7 

2021.9 

1764.4 

35945.5 

0 

185.5 

1.1 

2682.3 

-27 

14.( 

Boise  Cascade 

1  ]  4 

3 

577.0 

8 

460.7 

8 

4185.9 

-4 

211  3 

0.3 

121.4 

-72 

Consolidated  Papers 

5.0 

-12 

1060.9 

7 

1082.9 

7 

948.8 

0 

201.3 

0.5 

227.8 

-14 

Kimberly-Clark 

1 34.9 

14 

3376.4 

1 

3048.9 

1 

6407.3 

12 

160.4 

2.1 

719.0 

6 

1 

Mead 

33  6 

38 

1555.6 

5 

1927.5 

4 

4772.4 

4 

220.9 

0.7 

158.7 

-57 

Scott  Paper 

66.2 

4 

2149,4 

3 

2163.4 

3 

53563 

6 

173.9 

1.2 

162  5 

-71 

1 

40.; 

Union  Camp 

52.1 

9 

2453.8 

2 

2315.1 

2 

2839.7 

3 

133.7 

1.8 

366.0 

-22 

14.: 

Westvaco(lO) 

31.3 

1 

2082.8 

4 

1904.9 

5 

2410.8 

6 

160.3 

1.3 

327.0 

-12 

9.(1 

Weyerhaeuser 

57.2 

-12 

1408.8 

6 

1211.6 

6 

9024.3 

-11 

222.2 

0.6 

599.8 

17 

9. 

PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 

12.9 

281 

5474.5 

3943.7 

433.9 

19 

184.5 

3.0 

-0.6 

NM 

NEC 

Emmis  Broadcasting  (2) 

1.3 

13 

2202.6 

2 

1660.1 

2 

94.8 

27 

156.1 

14 

-21.3 

NM 

NEC 

Financial  News  Network  (6) 

10.2 

825 

29478.3 

1 

16424.4 

1 

49.1 

12 

142.4 

20.7 

-69.3 

NM 

NEC 

Topps  (2) 

1.4 

25 

977.9 

3 

778.4 

3 

290.0 

18 

207.1 

0.5 

90.0 

37 

i.; 

19  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

115.9 

18 

825.0 

1327.7 

13791.8 

18 

98.2 

0.8 

246.1 

-44 

47.1 

Butler  Mfg. 

2.1 

0 

609.8 

17 

698.5 

14 

564.5 

-3 

163.9 

0.4 

16.0 

-17 

13,! 

Calgon  Carbon 

5.6 

19 

3760.5 

2 

3734.2 

2 

284.9 

12 

190.1 

2.0 

63.2 

14 

8' 

EG&G 

23.1 

25 

770.0 

13 

739.8 

13 

2474.3 

50 

82.5 

0.9 

107.2 

7 

21.1 

Foster  Wheeler 

6.9 

28 

7861 

12 

6476 

16 

1661.1 

34 

189  2 

0.4 

50.1 

19 

1 3.F 

Geonex(9)  0,6  44  599,6  18  5273  18  44.2  63  41.3  15  2.3  1 

Gilbert  Associates  1.3  -28  423.9  21  439.2  19  253.4  1  81.1  0.5  18.5  1 

GRC  International  (6)  13  13  999.3  11  1044.0  9  122,6  -5  91.8  1.1  1.6  NM 

Horsehead  Resource  Development  1,3  23  2280,1  4  2189,5  4  54  7  20  94.0  2.4  30.8  42 


Information  Resources 
KD  Holdings 
Market  Facts 

McDermott  International  (3) 


3.2 
1.7 
1.3 
23.1 


42  1068  4 

4  1061.8 

-19  1398.1 

19  679.4 


9  1080,5  8 

10  828,4  12 

7  1419.2  6 

15  973  7  11 


166.7 
194.5 
40.2 
3136.0 


22  55.9 

-3  118.9 

3  42.0 

19  92.2 


1.9 
0.9 
3.3 
0.7 


11.4 
-115.1 
1.5 
-69.8 


NM 
NM 
-9 
NM 


MLX 

National  Patent  Development 
Premier  Industrial  (5) 
Science  Applications  (1 ) 


3.0 
79 
3.1 
8.3 


NA  1440.1 

10  2466.3 

7  659.6 

24  695.7 


6  1162.6  7 

3  3033,9  3 

16  663.4  15 

14  614,8  17 


450.1 
293.1 
626.2 
1161.8 


-3  213.2 

9  91 6 

5  133.2 

14  97.6 


0.7 
2.7 
0.5 
0.7 


-26.5 
-39.6 
119.4 
54.0 


NM 
NM 
8 

12 


15.: 


Talley  Industries 
Utilx  (3) 
Varlen(l) 

Volt  Information  Sciences  (10) 
Wheelabrator  Technologies 

EE  I 

INDUSTRY  COMPOSITE 


4.0 

2.5 
3.8 
7.9 

3.6 


TELECOMMUNICATIONS 


3178.5 


5  1139.4 

7  5794.5 

64  2023.1 

13  523.7 

11  441.1 


-5  4852.0 


8  1035.7  10 

1  5535.5  1 

5  1599.4  5 

19  4068  20 

20  3316  21 


9858.2 


333.1 
47.3 
242.8 
488  6 
1151.9 


-11 
15 
7 
0 
14 


95.0 
108.1 
130.7 

32.4 
140.5 


1.2 
5.4 
1.5 
16 
0.3 


-71.2 
8,1 
10,5 
-1.7 
75.3 


NM 
72 
-42 
NM 
-29 


87791.0      4    134.0     3.6  10454.3 


NEC 

3M 


4f 


30.4 


ADC  Telecommunications  (10) 
American  Telephone  &  Telegraph 
Aspect  Telecommunications 
Associated  Communications 


25  5  47  120616 

2433  0  -8  8889  3 

5.7  85  17345  4 

1.7  90  22573  3 


13  9539.8 

17  8396,6 

7  15143.4 

5  8358.9 


14 

16 
6 
17 


259.8 
37285.0 
47.9 
35.7 


32 
3 
57 
33 


123.1 
1362 
1452 
476.3 


9,8 
65 
11,9 
47 


38.2 
4229.0 
5.7 
174 


45  66.A 

6  5M 

150  101.1 

NM  9./ 


HSouth 
Comdial 

'  communications  Satellite 

Do  vox 


41.0  -21  402.2 

3.9  -8  3875.9 

16.0  4  10198.2 

3  7  -3  15417.4 


29  620.6 

23  2701.5 

16  10660.8 

10  14282  3 


29 
26 
12 


14345,4 
80  1 
456.8 
374 


3 
-2 


140.7 
796 
291.1 
154.5 


0.3 
4.9 
3.5 
10.0 


2409.2 
1.3 
-15.8 
0.0 


-2 
NM 
NM 
NM 


1./ 
293.; 
NECj 
N/V 


iystems  International 

DSC  Communications 

one  Information  Systems 
A  DataComm  Industries  (9) 


2  8  7  2  746  6  7 

518  18  12810.3 

6  9  2  29917 

210  -3  10610.6 


18  8309.2 

12  15584.5 

25  2903.8 

15  9554  8 


18 
5 
25 
13 


39.8 
5193 
280.5 
201.5 


79  106.2  7.0 

21  128.4  100 

-2  1220  2.5 

0  102.0  10.4 


12.8 
27.2 
4.0 
-0.3 


-39 
282 
NM 


22  C 
190^  : 
171./ 
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ightmare  Scenario  #1 


THE  UNDETECTED 
TIME  BOMB. 

■lie  biggest  networking  disasters  always  start  small. 


/  for  this  free  booklet 
'if  hard,  comparative 
nnation. 


rhe  problems  tend  to 
begin  when  you  need 
to  grow. 
Suddenly,  the  computer 
twork  that  worked  so  well 
doesn't  seem 
to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 

And  ev- 
ery time  you 
□w,  even  a  little  bit,  your  net- 
Drk  gets  harder  to  manage, 
rder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  it's  easy. 

It's  a  question  of  architec- 
re.  A  network  like  Novell's 
2 1  Ware"  is  not  an  integrated 
stem.  Adding  new  users  of 
rvices  means  having  to 
)date  user  profiles,  retrain 
nployees,  and  troubleshoot 
tnnectivity  problems. 

Banyan's  architecture  is 
:signed  to  grow  effortlessly, 
^ase  of  growth  is  why  we're 
e  leader  in  true  enterprise- 
ide  pc  networking.) 
Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES" 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  "super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion. Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 

Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 

You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  "THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 


Call  1-800-828-2404 
for  a  free  brochure. 


rpiease  send  this  coupon  to:  BANYAN,  Bw"1 
1 20  Flanders  Road,  Westboro,  MA  01 58 1 
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Networking.  Without  Limits^ 


R&D  SCOREBOARD 


- 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS  % 

FROM 

AS% 

1990 

1989 

1990 

1990 

1986-90 

1986-90 

1990 

1989 

EMPLOYEE 

OF 

1990 

1989 

OF 

S  MIL. 

% 

S 

RANK 

S 

RANK 

SMIL 

% 

S  THOUS. 

SALES 

SMIL. 

% 

PROFIT 

PTC 

GTE 

Z/U.U 

A 

—4 

27 

1755.5 

07 

1  00/4,  U 

c 

3 

lino 
1  1  y.J 

I.J 

lift:  n 

a 

— 

Infotron  Systems 

170 

72 

23017.5 

4 

13399  9 

10 

84.5 

-10 

1  14.1 

20.2 

-33.4 

NM 

NE< 

Intellical! 

2.8 

43 

5916.8 

20 

4135.2 

22 

207.3 

104 

430.9 

1.4 

1 1.8 

96 

24. 

Inter-Tel 

3.4 

9 

7331.9 

19 

5717.4 

20 

67.4 

9 

146.1 

5.0 

2.5 

191 

136. 

Keptel  (9) 

19 

30 

4161.8 

22 

4054.4 

23 

51.1 

31 

1 14.8 

3.6 

2.1 

-47 

on 

89. 

M/A-Com  (9) 

12  9 

23 

2708.8 

26 

3616.7 

24 

374.7 

31 

78.7 

3.4 

-29.7 

NM 

NE( 

Microcom  (3) 

12.4 

28 

29349.9 

2 

19955.3 

3 

55.4 

-23 

131.0 

22.4 

-33.2 

NM 

NE( 

Nynex 

124.3 

31 

1325.2 

28 

1 161.0 

28 

13585  3 

3 

144.8 

0.9 

1317.7 

23 

9 

Octel  Communications  (6) 

15.7 

43 

15001.0 

1 1 

1  o4J4,  J 

9 

127.8 

47 

122.0 

12.3 

27.2 

45 

57. 

Porto  Systems 

5  3 

5 

5288  6 

21 

5632.9 

21 

71  8 

15 

71  5 

74 

77 

23 

Scientific-Atlanta  (6) 

39.7 

29 

11033.1 

14 

8255.8 

19 

614.3 

12 

170.6 

6.5 

64.2 

13 

61. 

Syntellect 

4.7 

24 

25567.6 

3 

26126.4 

2 

36.2 

50 

195.8 

I3.l 

4.7 

193 

100. 

Telco  Systems  (8) 

64 

28 

16481.9 

8 

146872 

7 

90.2 

27 

233.8 

7.1 

8.3 

169 

76 

Telebit 

5.9 

15 

35189.3 

1 

33697.8 

1 

42.6 

20 

251.9 

14.0 

3.9 

132 

150 

Tellabs 

31.6 

33 

15782.5 

9 

11292.4 

211.0 

16 

105.5 

15.0 

10.7 

15 

294 

TIE/communications 

4.2 

-54 

3058.4 

24 

9036.1 

15 

151.0 

-32 

108.9 

2.8 

-6.8 

NM 

NEC 

VMX(6) 

7.2 

9 

18100.0 

6 

18814.8 

4 

57.0 

27 

142.6 

12.7 

2.9 

NM 

252.' 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A  I  Laboratories  10a 

Abbott  Laboratories  1  Ob 

Acme  Electric  7o 

Acme-Clevelond  13b 

Acuson  10b 

Acxiom  16d 

AOAC  Laboratories  10b 

Adaptec  7d 

ADC  Teiecomms  20 

Adience  1 1 

Adobe  Systems  16g 

Advanced  Logic  Research  16c 

Advanced  Micro  Devices  7d 

AEL  Industries  7b 

AFP  Imaging  12 

Agwoy  6 

Air  Products  4  Chemicals  3 
Albany  International  13d 
Alcoa  14a 
Aldus  16g 

Allegheny  Ludlum  14b 
Allen  Group  7c 
Allergan  10a 
Alliant  Computer  16< 
AlliantTechsystems  13a 
Allied  Research  13a 
Allied-Signol4 
Alpha  Industries  7d 
Alpha  Microsystems  16c 
Altera  7d 
AlzalOa 

AM  International  16f 
Amdahl  16c 
American  Brands  5b 
American  Crystal  Sugar  8 
American  Cyanamid  3 
American  Filtrona  13a 
American  Home  Products  10a 
American  Moize-Products  8 
'mencon  Power  7a 
American  Softwore  16g 
At  (iron  1 1 

t  r,  1 0a 

Amoco  9a 

np  16a 

Anai.  )Dflvic«7d 

cnr;.  ■-,  .  7c 


Andal14b 
Andrew  7b 

Appian  Technology  7d 
Apple  Computer  16< 
Applied  Biosystems  7c 
Applied  Magnetics  1 6e 
Applied  Materials  13c 
Applied  Power  13c 
Archer  Doniels  Midland  8 
Archive  16e 
Arco  Chemical  3 
Arctco  1 2 
Antech  7b 
ARIX  16c 
Armco  14b 

Armstrong  World  Inds  5a 
Ashland  Oil  9a 
Ashton-Tate  16g 
ASL  Holding  11 
ASK  Computer  16h 
Aspect  Teiecomms.  20 
Associated  Comms.  20 
AST  Research  16c 
Astec  Industries  1 3c 
AT&T  20 
Atari  16c 

Atlantic  Richfield  9a 
Aiigaf7d 

Auto-trol  Technology  16h 
Autoclave  Engineers  7c 
Autodesk  16g 

Automatic  Data  Processing  16d 

Autotrol  7c 

Avantek  7d 

Avery  Denmson  13a 

Avon  Products  5c 

Aydin  7b 


Badger  Meter  7c 
Baker  Hughes  9b 
Baldor  Electric  7a 
Baldwin  Technology  13< 
Ball  6 

BollyMfg  12 
BancTec  161 
Bandag  2c 
Bard  (CR]  10b 
Baroid9b 

Barr  Laboratories  10a 
Barry  (R.G.)  5b 


Base  Ten  Systems  7b 
Bausch  4  Lomb  10b 
Baxter  International  10b 
fcVE  Holdings  13c 
Beatrice  8 

Beckmon  instruments  7c 
Becton,  Dickinson  10b 
BEI  Electronics  7< 
BellSouth  20 
Bemis6 
Best  Lock  13b 
Bethlehem  Steel  14b 
Betz  Laboratories  3 
BIC  13a 
Bi coastal  7c 
BinksMfg  13c 
Bio-Rad  Laboratories  7c 
Biocraft  Laboratories  10a 
Bomef  10b 
Bird  Medical  10b 
Bj  Services  9b 
Black  4  Decker  13b 
Blessings  13a 
Block  Drug  5c 
Blount  13a 
BMC  Software  16g 
Boeing  1 

8oise  Coscade  17 
Bolt  Beranek  4  Newman  16h 
Boole  4  Babbage  16g 
Borden  8 

Borland  International  16g 
Brady  (W.H)13a 
Bnggs  &  Strotton  13c 
Bristol-Myers  Squibb  10a 
Brown  4  Sharpe  Mfg  13b 
Brunswick  12 
Brush  Wellman  14c 
BTU  International  13c 
Burr-Brown  7d 
Butler  Mfg  19 
BWIP  Holding  13c 
Byte*  16b 


C-Cor  Electronics  7b 
Cabletron  Systems  16b 
Cobot  3 

Cadence  Design  16g 
Colgon  Carbon  19 
California  Microwave  7b 
Cambrex  3 


Campbell  Soup  8 
Carlisle  13a 

Carpenter  Technology  14b 
Carter-Wallace  10a 
Caterpillar  13c 
CB!  Industries  9b 
CCX13a 
CenterCore  16a 
Centocor  10a 
Central  Sprinkler  13a 
Cerner  16h 
Champion  Parts  2b 
Charter  Power  Systems  7a 
Chottem  5c 

Checkpoint  Systems  7b 
ChemDesign  3 
Chemed  5c 
Chemical  Fabrics  13d 
Cherry  16f 
Chevron  9a 

Chips  &  Technologies  7d 
Chiron  10a 
Chrysler  2a 
Church  4  Dwighl  5c 
Cincinnati  Micowave  7b 
Cincinnati  Milacron  13b 
1 0b 

Cirrus  Logic  16b 
Cisco  Systems  16b 
Clarcor  6 

Clark  Equipment  13b 
Clorox  5c 
CMI  13c 

CMS  Enhancements  1 6e 
Coachmen  Industries  12 
Coherent  7c 

Cohul2 

Colgate-Palmolive  5c 
Collagen  10a 
Coitec  Industries  4 

-  - :  :  20 
Commerciai  Intertech  13c 
Commodore  International  16c 
Communications  Satellite  20 
Compoq  Computer  16c 
Compression  Laboratories  7b 
CompuChem  10b 
Computer  Associates  16g 
Computer  Language  Reseorch16d 
Computer  Products  7a 
Computone  16f 


Comshare  16g 

Concord  Fabrics  13d 

Concurrent  Computer  16c 

Conner  Peripherals  16e 

Consolidated  Papers  17 

Continuum  16g 

Control  Data  16c 

Convex  Computer  16< 

Cooper  10b 

Cooper  Tire  4  Rubber  2c 

Coors  (Adolph)  5b 

Corcop  13a 

Cords  10b 

Corning  13a 

Costar  1 3a 

CPC  International  8 

Crane  13a 

Cray  Research  16c 

Crompton  4  Knowles  3 

Cross  &Trecker  13b 

Crown  Crafts  13d 

CTS  7d 

Cubic  7b 

Cummins  Engine  2b 
Cumss-Wright  1 
Cusfomedix  10b 
CyCare  Systems  16d 
Cypress  Semiconductor  7d 

Dollos  Semiconductor  7d 
Dona  2b 
Donaher  13b 
Daniel  Industries  7c 
Data  Design  Labs  7d 
Data  General  16c 
Data  I/O  7c 
Data  Switch  16b 
Dato  Translation  16f 
Dotopomf  16h 
Dotascope  10b 
Dovox  20 

DeTomaso  Industries  2a 
Deere  13c 
Dekalb  Genetics  8 
Del  Laboratories  5c 
Dell  Computer  16c 
Detrex  3 
Dexter  3 

DH  Technology  7d 
Diagnostic  Products  10a 
Diagnostic/Retrieval  7b 


Diasonics  10b 
Diebold  16a 
Digicon  9b 
Digital  Communs.  16b 
Digital  Equipment  16c 
Digifa!  Microwove  7b 
Digital  Systems  20 
Dionex  7c 

Distributed  Logic  161 
Donaldson  2b 
Donnelly  13a 
Dover  13c 
Dow  Chemical  3 
DR  Holdings  16h 
Dravo  14c 
Dresser  Industries  9b 
DSC  Communications  20 
Du  Pont  3 

Duracel!  Holdings  7a 
1 3c 

DWG  1 3d 

Dynascon  7b 
Dynatech  16b 


E-Z-Em  10a 

Eagle  Industries  13a 

Eagle-Picher  Industries  2b 

Eastman  Kodak  12 

Eaton  2b 

Echlin3fa 

Ecolob  5c 

EDO  7b 

EG4G19 

Elco  Industries  13a 

Eldec  7c 

Electro  Scientific  7b 
Electromagnetic  Sciences  7d 
Electronic  Arts  16g 
EMC  16f 

Emerson  Electric  7a 
Emmis  Broadcasting  18a 
Emulex  16b 
Encore  Computer  16c 
Engelhard  3 
Escolode  12 
Esco  Electronics  7c 
Essef  13o 

Esterline  Technologies  7c 
Ethyl  3 

Evans  4  Sutherland  16g 
Everex  Systems  16c 


Exabyte  16e 
Exor7d 

Excel  Industries  2b 
Executone  Inf  Systems  20 
Exide  Electronics  7a 
Exxon  9a 

Fab  Industries  13d 
Fairchild13a 
Farmland  Industries  8 
Forr  13c 
Fedders5a 
Ferro  3 

Fibronics  International  7b 
Figgie  International  4 
FileNel  16h 
FINA9a 

Financial  News  Network  18c 
First  Bronds  13a 
First  Mississippi  3 
Fischer  4  Porter  7c 
Fserv  16d 
Fleet  Aerospace  1 
Fleetwood  Enterprises  1 2 
Flexsteellnds5a 
Floating  Point  Systems  16c 
Flow  International  13c 
Fluke  Uohn)  Mfg.  7c 
FMC  13c 
Ford  Motor  2a 
Forest  laboratories  10a 
Foster  Wheeler  19 
Franklin  Electric  7a 
Franklin  Electronic-  16a 
FSl  International  13c 
Fuller (H.B  |3 
FuronUo 


G-l  Holdings  3 
Galileo  Electro-opfics  7c 
Goloob  (Lewis)  Toys  12 
Gehl  13c 

Gelman  Sciences  7c 
GenCorp  1 
Genentech  10a 
General  Automation  16h 
General  Binding  16a 
Genera!  Dafacomm  20 
General  Dynamics  1 
General  Electric  4 
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BusinessWeek 


Mutual  Fund  Scoreboard  Diskettes 

tzW  SUBSCRIBER  OFFER-  -  SAVE 

25% 


?  the  performance  of  over  1 ,1 00 
id  950  fixed  income  mutual 
the  touch  of  a  key! 
an  use  the  enormous 
Dur  IBM  or  compatible  PC 
ate  and  compare  virtually 
al  fund  on  the  market  - 
ipectrum  of  over  2,000 
red  by  Business  Week's 
ual  Fund  Scoreboard. 

3  menu  commands,  the 
id  Scoreboard  Diskettes  enable 
i  and  display  the  data  you  want  in 
lat  you  can  use  to  make  better  buy/sell 
For  example,  you  can  instantaneously 
•load  equity  funds  whose  objective  is 
growth,  which  outperformed  the  S&P 
le  past  5  years  and  have  assets  of  less 
million. 

key  performance  factors  and  data  fields 


i 

4 


o 


jss  Week  Mutual  Fund  Scoreboard  Diskettes  offer  you  all 
ition  you  need  to 
I  decisions 
i  beta  factor  for 
:nd  the  exclusive 
Veek  Rating  of 
d  performance 
)\  risk  and  sales 


Used  to  stay  up  to  date  by  Financial 
Planners  Investors  and  Brokers! 
Order  you  own  subscription  now  to  these 
Fixed  Income  and  Equity  Diskettes! 

Each  individual  diskette  costs 
$69.95,  but  for  a  limited  time, 
you  can  subscribe  to  a  six  month 
trial  subscription,  to  either  version 
at  great  savings.  Even  better,  if 
you  purchase  a  subscription  to 
both  the  Equity  and  Fixed  Income 
Diskettes,  you'll  save  even  more. 

So  order  now  by  calling  Toll  Free 
or  send  the  coupon. 

Special  Features: 
Simple  Menu  commands 
No  additional  software  required 
Supports  multiple  search  and  sort  criteria  on  over  25 
information  fields 
Fast  searches  and  lookups.  The  entire  database  and  data 
management  program  reside  in  memory. 

Data  transports  easily  to 


ek  Mutual  Fund  Scoreboard  Diskettes 


Yes,  please  enter  my  6  month  trial  subscription  as  checked  below: 


6  mos  @  $112  50 

6  mos  @  $112  50 

6  mos  @  $149  95 

3W  Diskette  |  |  5'/<"  Diskette 

3'/!"  Diskette  |  1 5%"  Diskette 

3'/!"  Diskette  |  [  5'/<"  Diskette 

rts  easily  to 
2-3  or  other 

3 

ft 

he  Scoreboard 
nclude  their  own 
lata  management 
all  data  is  easily 
into  Lotus  1-2-3  or 
;  so  you  can  take 
|  of  your  favorite 
:et,  word  proces- 
yaphics  software. 


Please  add  $3.00  handling  &  packing  per  month  (or  $18  00  for  six  months) 
(New  Jersey  Residents,  please  add  7%  Tax.) 


Name  

Title  

Address . 
City  


Daylime  Phone 
Company   


State. 


Zip. 


□  Payment  enclosed  (Check  payable  to  BusinessWeek  Mutual  Fund  Scoreboard ) 

□  Bill  my  company  (Letterhead  or  Purchase  Order  required) 

□  Charge  my       Mastercard   CI  Visa  (ZlAmex       Diners  Club 

Card  No  


Lotus  1-2-3  and  other 
popular  software 
Requries  an  IBM-PC  or 
compatible  with  256K  of 
memory  and  DOS  2.1  or 
higher 

Integrated  for  ease  of  use 
with  Fund  Master  TC  from 
Time  Trend  Software  and 
Centerpiece  Portfolio 
Management  Software 
from  Performance 
Technologies 
Source  data  supplied  by 
Morningstar,  Inc. 


Expiration  Date. 


Signature 


D  Please  send  more  information 

Mail  or  fax  this  coupon  to  Mutual  Fund  Scoreboard  Diskette,  Dept  HB1 2 

P.O.  Box  1597  Suite  C,  22nd  Floor,  25  Castle  Street, 

Yiko  Industrial  Building  High  Wycombe, 


185  Bridge  Plaza  North 
Suite  302 
Fort  Lee,  New  Jersey  07024, 
US  A  Tel:  800-553-3575, 
Fax:  (201)  461-9808 


10  Ka  Yip  Street,  Chiawan, 
HONG  KONG. 
Tel:  852  5  8978447 
Fax.  852  5  598246 


Bucks,  HP13  6RU 
ENGLAND. 
Tel:  44-494-25021 
Fax  44-494-465451 


m 


General  Mills  8 

General  Motors  2a 

General  Signal  13c 

Genetics  Institute  10a 

Genicom  lof 

Genlyte  Group  7a 

GenRad  7c 

Genus  13c 

Genzyme  10a 

Geo  Inter  national  13c 

Geone*  19 
Gerber  Scientific  13c 
Giddmgs&  lewis  13b 
Gilbert  Associates  19 
Gillette  5c 
Gleason  13b 
GM  Hughes  Electronics  7b 
Goodrrch|B  F)3 
Goodyear  Tire  &  Rubber  2c 
Goulds  Pumps  13c 
Grace  [W.R.J3 
Graco  13c 
Grodco  Systems  1 6a 
GRC  International  19 
Great  Lakes  Chemical  3 
Green  |A.  P )  Industries  1 1 
Grow  Group  3 
GTE  20 
GTech  i6d 

Guardsman  Products  1 1 
Guilford  Mills  13d 


Hach  7c 
Halliburton  9b 
Harley-Davidson  12 
Herman  International  1 2 
Hormon  Industries  7b 
Hamischfeger  Inds  13c 
Hams  7b 

1 3a 
Hasbro  12 
Hathaway  log 
Haynes  International  14b 
HBO  16h 
HeolttvChem  13d 
Healthdyne  10b 
Hem-Werner  13c 
Helene  Curtis  Industries  5c 
Helix  Technology  13c 
Henley  Group  7c 
Hercules  3 
Hershey  Foods  8 
Hewlett-Packard  16c 
Hexcel  13a 
Hi-Shear  Industries  13a 
Hillenbrand  Industries  13a 
Hogan Systems  log 
HON  Industries  16a 
Honeywell  7c 
Honzon  Industries  13d 
HormeMGeo  A_|8 
Horsehead  Resource  19 
HuntMfg  16a 
Hurco  7c 

Hutchinson  Techs  16e 
Hyster-Yale  Materials  13b 


IBM  16c 

ICN  Biomedicals  3 
ICN  Pharmaceuticals  10a 
IFR  Systems  7c 
Illinois  Too!  Works  13a 
''mcera  Group  10b 
^o  Industries  7c 
zoc<ji  Systems  16f 

'  16a 

formation  Resources  19 

Inform*  I6g 

20 

ingmoll-  k  en-.  13c 
Ingres  log 

Inspiration  Reso  r«i  14c 


R&D  SCOREBOARD 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  Set  whi ch"  ted 


Instron  7c 
Instrument  Systems  5b 
Integrated  Device  7d 
Intel  7d 
Intellicall  20 
Inter-Tel  20 
fnferco  5a 

Interface  Systems  lof 
Intergraph  1 6f 
Interioke  13c 
Interleaf  log 

Intermagnetics  General  7a 

Intermec  16f 

Infermetncs  log 

Inrl.  Flavors  &  Fragrances  5c 

Inti  Game  Technology  13a 

Intl  Microelectronic  7d 

Inrl  Mumfoods  8 

Inrl.  Rectifier  7d 

Inferspec  10b 

Invocare  10b 

Iomega  16e 

Ionics  13c 

(TT4 

IV.ax  10a 

Iverson  Technology  16c 

JIG  Industries  13c 
Johnson  &  Johnson  10b 
Johnson  Controls  7c 
Johnson  Worldwide  12 
Joslyn  7a 

Joy  Technologies  13c 
Juno  Lighting  7a 


K&F  Industries  1 
K-Tron  International  7c 
Koman  1 
KD  Holdings  19 
Keithley  Instruments  7c 
Kellogg  8 
Kennametal  13b 
Keptel  20 
Kerr-McGee  9a 
Key  Tronic  lof 
Ktmboll  International  5a 
Kimberly-Clork  17 
Kirschner  Medical  10b 
KLA  Instruments  7c 
'  7b 

KnowledgeWare  log 
Kollmorgen  7a 
Komag  16e 
Kuhlman  7a 
Kulicke&Soffa  13c 

Lo-Z-Boy  Chair  5a 
Lodish  13a 
Lofarge  1 1 
Lam  Research  13c 
Lomson  &  Sessions  7a 
Lancer  1 1 

Londmark  Graphics  16h 

^sericope  10b 

Lattice  Semiconductor  7d 

Lawter  International  3 

LeaRonol  3 

Life  Technologies  10a 

Lilly  | EL!)  10a 

Lilly  Industrial  Coatings  1 1 

Lincoln  Electric  13b 

Lincoln  Food  Service  13c 

Linear  Technology  7d 

Liqu>-Box6 

Litton  Industnes  7b 

Lockheed  1 

Loctite3 

Loews  1 5 

Logicon  log 

Lorol  7b 

Lotus  Development  log 


Lowrance  Electronics  7b 

LSI  Logic  7d 

LTV  4 

LTX  7c 

Lubrizol  3 

Lume<  12 

Lydall  13a 


M/A-Com  20 
MocDermid3 
MacNeal-Schwendler  log 
Magnetek  7a 
MAI  Systems  16h 
Manitowoc  13c 
Manville  1 1 

ManonMerrell  Dow  10o 
Mark  Controls  13a 
Mark  IV  Industnes  13a 
Market  Facts  19 
Marquest  Medical  10b 
Martin  Morietto  1 
Masstor Systems  loe 
Materia!  Sciences  13a 
Mattel  12 

Moxim  Integrated  7d 
Maxtor  16e 

Maxwell  Laboratories  10a 
McCormickB 
McDermoft  Intl  19 
McDonnell  Douglas  1 

10b 
Meodl7 
Meosurex  7c 

Mechanical  Technology  7c 

Medco  Containment  1  Oa 

Medex  10b 

Mediagenic  log 

Medtronic  10b 

Menfor  10b 

Mentor  Graphics  16h 
:<  1  Oo 

Met-Coil  Systems  13b 

Met-Pro  13c 
Methode  Efectromcs  7d 
MHS  Holdings  5a 
Microcom  20 
Micron  Technology  7d 
Mtcropolis  16e 
Micros  Systems  16a 
Microsemi  7d 
Microsoft  log 
Middleby  1 1 
Miller  (Herman)  16a 
Millipore  7c 
Miltope  Group  16f 
Mine  Sofery  10b 
Minnesota  Mining  13a 
MIPS  Computer  Systems  16b 
MIX  19 
Mobil  9a 
Modme  Mfg  2b 
Molex  7d 

Monarch  Machine  Tool  13b 
Monsanto  3 
' 1     ;  2b 

Moore  [Benjamin)  1 1 
Moore  Products  7c 
Morton  International  3 
Motorola  7b 
MPSI  Systems  16d 
MTS  Systems  7c 
Mylan  laboratories  10a 
Mylex  16f 


Nacco  Industnes  9a 
Nalco  Chemicol3 
Napco  Security  Systems  7b 
Nashua  6 

Notional  Computer  lof 
National  Data  16d 
National  Micronetics  7d 
National  Patent  Dev  19 
National  Semiconductor  7d 
Notionol-Stondord  14b 
Navistar  International  2a 


NBI  16c 
NCR  16c 

NellcorlOb 
Network  Equipment  16b 
Network  Systems  16b 
Neutrogena  5c 
Newport  7c 

Newport  Pharmaceuticals  10a 

Nichols  institute  10b 

Nicolet  Instrument  7c 

Nike  5b 

NL  Industries  3 

Nord  Resources  14c 
Nordson  13c 
North  Atlantic  Inds  16f 
Northrop  1 
Novell  log 
Novellus  Systems  13c 
Nuclear  Metols  13a 
Nynex  20 


0'Sullivanl3a 
Occidental  Petroleum  9a 
Oceaneenng  Inrl  9b 
Octel  Communications  20 
OdehcsTb 
Ohio  Art  12 
Oil-Dn  America  13a 
Oilgeor  13c 
Olm  3 

On-line  Software  Inrl  log 
Optek  Technology  7d 
Optical  Coating  Lab  7c 
Optical  Rodiation  10b 
Oracle  Systems  16g 
Orbital  Sciences  1 
Oshkosh  Truck  2a 
Osmonics  13c 
Outboard  Marine  12 
Owens-Corning  1 1 
Owens-Illinois  6 


Paccor  2a 
Pacific  Scientific  1 
Package  Machinery  13c 
Pall  4 

Pansophic  Systems  log 
PAR  Technology  16a 
Parker-Hannifm  13a 
Penril  DafaComm  16b 
Pentair  13c 

-  -■-  3 

PepsiCo  5b 
Perkin-Elmer  7c 
Petrolite  3 
Pfizer  10a 

Pharmaceutical  Resources  10a 
Phelps  Dodge  14c 
Philip  Moms  5b 
Phillips  Petroleum  9o 
PHLCorpl5 

Phoenix  Technologies  log 
Photronics  13c 
Pioneer  Hi-Bred  Intl  8 
Pitney  Bowes  16a 
Pittway  4 

Playtex  Family  Products  6 
Polaroid  12 

Policy  Management  Systems  1 5 

Porta  Systems  20 

Powell  Industries  7o 

Ppg  Industries  1 1 

Pratt  4  Lambert  11 

Precision  Castparts  14c 
Premark  International 
Premier  Industnol  19 
Printrontx  lof 
Procter  A  Gomble  5c 
Publishers  Equipment  1 3c 
Puritan-Bennett  10b 
Pyromid  Technology  16c 


Qantel  16c 
QMS  lof 

Quaker  Chemical  3 
Quaker  Oats  8 
Quantum  Chemical  3 
Quantum  loe 
Quixote  13a 
Qume 16b 

lof 

Ralston  Punna  8 
RasterOps  lof 
Raychem  7a 
Raymond  13b 
Raytech  2b 
Raytheon  7b 

Recognition  Equipment  16h 
Reliance  Electric  7a 
Rex-Pi  Holdings  13c 
Rexene3 
I6e 

Reynolds  &  Reynolds  16a 
Reynolds  Metals  14a 
Rhone-Poulenc  Rorer  10o 
RMI  Titanium  14c 
Robbins  &  Myers  7a 
Robertson  Ceco  13a 
Robinson  Nugent  7d 
Rockwell  International  4 
Rogers  7d 
Rohm  &  Haas  3 
Rubbermaid  13a 
Rule  Industries  13b 


Salem  Carper  M 
Scan  Optics  lof 
Scherer[R  P)  10a 
Schering-Plough  10a 
Schlumberger9b 
Schwitzer  2b 
SCI  Systems  7b 
SciMed  Life  Systems  10b 
Science  Applications  19 
Scienrific-Arlanto  20 
Scotsman  Industries  1 1 
Scott  Paper  1 7 
Scoffs  3 

Seagate  Technology  loe 

Sealed  Air  13a 

Sealright6 

Seeq  Technology  7d 

SEI15 

Sensormatic  Electronics  7b 
Sequa  1 

Sequent  Computer  Systems  1 6c 

Sequoia  Systems  16c 

Shored  Medical  Systems  loll 

She!dah!7d 

Sherwin-Willfoms  1 1 

Shopsmith  13c 

Sigma  Designs  16f 

Silicon  General  7d 

Silicon  Grophics  16c 

Silicon  Valley  Group  13c 

Siliconix  7d 

SL  Industries  7a 

Smith  (A  O )  2b 

Smith  Corono  16a 

Smith  International  9b 

Snap-on  Tools  13b 

SofTech  log 
Software  Publishing  log 
Solectron  7d 
Solifron  Devices  7d 
Sonoco  Products  6 
Spartan  Motors  2a 
Sparton  7c 
SPI  Holdings  12 
SPI  Pharmaceuticals  10a 
Sprogue  Technologies  7d 
Spreckels  Industries  8 
SPS  Technologies  13a 
SPX  13b 


Square  D  7a 
St  Jude  Medical  10b 
Standard  Microsystems  lof 
Standard  Products  2b 
Standard  Register  16a 
Stanford  Telecommunications  7b 
Stanley  Worts  13b 
Starrett(L  S }  13b 
Stevens  Graphics  13c 
Stepan  5c 

Storage  Technology  loe 
Stratus  Computer  16c 
Structural  Dynamics  log 
Sfryker  10b 
Suave  Shoe  5b 
Summagraphics  lof 
Sun  9a 

Sun  Coast  Plastics  13a 
Sun  Electric  7c 
Sun  Microsystems  16c 
Sunbeam-Oster  5a 
Sundsfrond  1 

Sungard  Data  Systems  lod 
Sunrise  Medical  10b 
Superior  Industries  Intl  2b 
Superior  TeleTec  14c 
Sybron  Acquisition  10b 
Symantec  log 
Symbol  Technologies  lof 
Symbolics  lof 
Synoptics  Communs  16b 
Syntellect  20 
Syntex  10a 
Synfre*  16h 
System  Industries  loe 
System  Software  log 
Systems  &  Computer  1 6d 
Systems  Center  log 


Talley  Industries  19 
Tambronds5c 
Tondem  Computers  16c 
Tondon  16c 
TCI  International  7c 
Tech-Sym  7b 
Tecumseh  Products  1 1 
Tekeiec  7b 
Tektronix  7c 
Telco  Systems  20 
Telebif  20 
Teledyne  4 

Telematics  International  16b 
Televideo Systems  lof 

-  20 
Telxon  16a 
Tennanl  13c 
Teradota  16c 
Teradyne  7c 
Terex  2b 
Texaco  9a 
Texas  Instruments  7d 
Texscan  7b 
Textron  4 

Thermo  Electron  7c 
Thermo  Instrument  Sysfs  7c 
Thiokol  1 

Thomas  &  Berts  7o 
Thomas  Industries  7o 
1 6b 

TIE/ communications  20 

Timken  13c 

Ltan  16h 

TJ  International  1 1 

Tokheim  1 1 

Tokos  Medical  10b 

Tonko  12 

Topps  18b 

Toro  5a 

Trans  Resources  3 
TrcnsTechnology  16a 
Tredegar  Industries  13o 
Triad  Systems  16h 
Trimble  Navigation  7c 
Tnnovo  13a 
Tnon  13c 
Triton  Energy  9a 
TRW  4 


Tseng  Labs  16b 
TSI  7c 

Twin  Disc  13c 
Tyco  Toys  1 2 

U.S.  Surgical  10b 
UCC  Investors  Holdings  3 
Ultimate  16h 
Union  Camp  17 
Union  Carbide  3 
Unisys  16c 
United  Industrial  7b 
United  Medico!  10b 
United  Merchants  13d 
United  Technologies  1 
United  Tote  16h 
Unrfrode  7d 
Universal  Foods  8 
Unocal  9a 
Upjohn  10a 
USG11 

USX-Marathon  Group  9a 
USX-U.S.  Steel  Group  14b 
Unix  19 


Valid  Logic  Systems  16h 
Valmont  Industnes  13a 
Volspar  1 1 

Varco  International  9b 
Varian  Associates  7b 
Varitronic  Systems  16a 
Vorlenl9 
VeloBmd  13c 
VeriFone  16a 
Vertex  Communications  7b 
Vicon  Industries  7b 
Vicor  7d 

Vishay  Intertechnology  7d 
Vital  Signs  10b 
VLSI  Technology  7d 
VMX20 

Volt  Inf  Sciences  19 
Vulcan  Matenals  1 1 


Walbro  2b 

Wang  laborotones  16c 
Warner  Computer  15 
Warner-Lambert  10a 
Watkins-Johnson  7b 
Weatherford  Inri.  9b 
Weigh-Tronix  13c 
Weirton  Steel  14b 
Weitek  lof 

Wells-Gardner  Electronics  7b 
West  6 

Western  Co.  Of  N  America  91 
Western  Digital  16b 
Westinghouse  Electnc  7a 
Westmark  International  10b 
Westvaco  17 
Weyerhaeuser  17 
Wheelabrator  Techs  19 
Whirlpool  50 
Whittakerl3a 
Wicat  Systems  16h 
Winnebago  Industries  1 2 
Witco3 

WMS  Industnes  13a 
Woodhead  Industries  7o 
Woodward  Governor  1 
Wordstar  Intl  log 
Wyman-Gordon  13a 


Xerox  lof 
Xicor  7d 
Klinx  7d 


Vork  Holdings  1 1 

Zenith  Electronics  16c 
Zenith  Laboratories  10a 
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Avis  Preferred  Express 

Speed 


Renting. 


THE  FASTEST  WAY  TO  RENT  FROM 
THE  EMPLOYEE-OWNERS  OF  AVIS 

How  fast  is  Avis'  Preferred  Express5 
service?  It's  non-stop.  No  counters. 
No  paperwork.  No  hassles.  When 
you  arrive  at  your  destination,  just 
get  off  the  plane,  board  the  first 
Avis  courtesy  bus  you  see,  and  we'll 
whisk  you  right  to  the  car  you 
reserved.  Non-stop.  The  keys  and  a 
rental  agreement 
confirming  your 
charges  will  be 
inside  waiting 
for  you. 
Don't  wait 
longer.  Join 
the  Avis  Preferred  Renter™ 
Program  now  and  enjoy  the 
convenience  of  Preferred 
Express  service.  An  enrollment 
application  and  fee  are 
required.  Then,  as  a  member, 
you  can  automatically  receive 
Preferred  Express  service  at  over 
30  major  U.S.  airport  locations. 

At  Avis,  "We're  trying  harder  than 
ever"  means  faster  than  ever  for  you. 


Telecommunications  and  ckange  are 
synonymous.  Regulations.  New  services. 
Increased  competition.  Global 
opportunities. 

At  DRI/McGraw-Hill,  we  provide  infor- 
mation consulting  and  operational  analy- 
ses to  kelp  you  turn  this  constant  ckange 
into  opportunity.  We  work  with  you  to 
evaluate  fluctuating  mad?et  dynamics  and 
glokal  developments.  And,  we  listen  to  you 
and  assess  tke  impact  of  government 
regulations  on  your  kusiness. 

DRI  kelps  industry  executives  and  govern- 
ment policy  makers  determine  kow  this 
evolution  will  affect  bottom  line  results  and 
tke  economy  as  a  wkole. 

At  DRI/McGraw-Hill,  we  believe 
in  providing  concise  answers  to  real 
problems -solutions  tkat  keep  you  ahead 
of  ckanging  times. 

Expert  information  and  analysis  from 
DRI/McGraw-Hill.  Hie  clear  patk  to 
direct  action. 

To  discuss  kow  DRI 
can  assist  you,  contact 
Francis  J.  Cronin, 
Senior  Vice  President, 

at  617-860-6997. 


DRI/McGraw-Hill 

>bal  Information  for  Executive  Decisions™ 


FOREIGN  COMPANIES 


R&D 

COUNTRY 

R&D 

COUNTRY 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

%CHG 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

1 

Siemens ' 

DEU 

37407 

3  37 

1671 

1.27 

4132 

1.53 

69 

DSM" 

NLD 

5597 

-5.65 

567 

-23.38 

234 

7t 

2 

Hitachi 

JPN 

49616 

10.57 

3715 

7.92 

3011 

14  98 

70 

Henkel ' 

DEU 

7456 

325 

427 

5.11 

232 

«;> 

3 

Matsushita  Electric  Industrial 

JPN 

42080 

9.06 

4008 

799 

2423 

8.32 

71 

Compagnie  de  Saint-Gobaln ' 

FRA 

12722 

4.51 

1217 

-18.99 

227 

\m 

4 

Philips'  Electronics  * 

NLD 

30709 

-2.55 

-2259 

NM 

2411 

-3.93 

72 

Pirelli 

ITA 

7549 

-9625 

376 

0.67 

220 

14.C 

5 

Alcatel  Alsthom ' 

FRA 

26530 

0  1 1 

1618 

15.36 

2237 

1 1  94 

73 

Komatsu 

JPN 

6219 

11.89 

423 

38.11 

214 

136 

6 

Fujitsu 

JPN 

17874 

6  80 

1193 

9.71 

2097 

21.14 

74 

NKK 

JPN 

10143 

14.88 

466 

-38.01 

206 

1271 

7 

Toshiba 

JPN 

29806 

1 1  87 

1891 

1486 

1864 

1542 

75 

Toray  Industries 

JPN 

5917 

7.17 

486 

30.23 

204 

11.4  U. 

8 

Nippon  Telegraph  &  Telephone 

JPN 

42217 

3.09 

3711 

3.22 

1739 

11.88 

76 

Novo-Nordisk " 

DNK 

1307 

9  98 

184 

8.45 

194 

20  8  - 

9 

NEC 

JPN 

24144 

11  72 

1218 

31  43 

1728 

1 1.25 

77 

Eisai 

JPN 

1383 

583 

275 

9,86 

192 

107, 

10 

Bayer ' 

DEU 

25837 

-3  83 

2088 

-19.36 

1699 

1.60 

78 

Sankyo 

JPN 

2984 

-0.10 

260 

-952 

190 

11 

Hoechst ' 

DEU 

27834 

-2.26 

1995 

-22.46 

1667 

2.52 

79 

Kubola 

JPN 

5761 

13.93 

223 

-24.18 

187 

no 

12 

Volkswagen ' 

DEU 

42227 

4.15 

1457 

-32.11 

1551 

8.70 

80 

Fujisawa  Pharmaceutical 

JPN 

1614 

2.34 

138 

-36.73 

186 

22.0c 

13 

Ciba-Geigy ' 

CHE 

14249 

-439 

NA 

NA 

1483 

-1.16 

81 

Omron 

JPN 

2918 

1 1.76 

307 

10.44 

182 

15  0:: 

14 

Fiat 

ITA 

37974 

17  40 

3884 

1998 

1332 

14  72 

82 

Philips  Kommunikations  Ind.  * 

DEU 

1155 

4.82 

-161 

NM 

178 

4.74* 

15 

Honda  Motor 

JPN 

27009 

1042 

1066 

-11.60 

1302 

1.16 

83 

Kao 

JPN 

4349 

8.43 

282 

6  43 

178 

3.  IP* 

16 

BASF ' 

DEU 

28073 

-245 

1679 

-38.22 

1283 

5.87 

84 

Siemens  Nixdorf  Info.  (2) 

DEU 

2030 

NM 

-471 

NM 

175 

NM. 

17 

Imperial  Chemical  Industries ' 

GBR 

23039 

-2  01 

1744 

-3602 

1212 

626 

85 

TDK 

JPN 

3350 

NM 

360 

NM 

174 

nm 

18 

Volvo ' 

SWE 

14077 

-8  56 

-55 

NM 

1195 

14.33 

86 

Norsk  Hydro ' 

NOR 

9763 

-808 

703 

21.66 

165 

Vll 

19 

Sony 

JPN 

20188 

34  24 

1594 

37.41 

1158 

1629 

87 

Lucas  Industries ' 

GBR 

3664 

682 

314 

2.19 

162 

-1257 

20  Roche  Holding' 

CHE 

6993 

-1.47 

1050 

NA 

1044 

1.76 

88 

Sumitomo  Electric  Industries 

JPN 

7017 

15.27 

404 

28.71 

161 

4  3c 

21 

Mitsubishi  Electric 

JPN 

20865 

956 

1265 

39.96 

1017 

22.42 

89 

Pioneer  Electronic' 

JPN 

4270 

17.20 

513 

12.82 

161 

1  4  08 

22 

Rhone-Poulenc ' 

FRA 

14514 

7  86 

692 

-30.78 

974 

25.07 

90 

GebruderSulzer" 

CHE 

4504 

-2  31 

177 

22.50 

161 

-2  63 

23 

Sandoz 1 

CHE 

8943 

-1  04 

NA 

NA 

874 

942 

91 

British  Gas ' 

GBR 

17538 

18.89 

2818 

45.10 

159 

146? 

24 

BCE ' 

CAN 

15750 

10  14 

1821 

-4.97 

874 

1.09 

92 

Mitsui  Petrochemical  Industries 

JPN 

2303 

12.42 

233 

-3.03 

158 

15.671* 

25 

Royol  Dutch/Shell  (combined) ' 

NUK 

106065 

13  90 

14090 

863 

844 

5.11 

93 

Yamanouchi  Pharmaceutical 

JPN 

1848 

NM 

526 

NM 

156 

NM 

26 

L.M.  Ericsson ' 

SWE 

7734 

15.56 

936 

34.05 

829 

1321 

94 

Olympus  Optical 

JPN 

1537 

14.37 

124 

34.93 

152 

34.15! 

27 

Northern  Telecom ' 

CAN 

6734 

11.1 1 

615 

20.36 

770 

6.25 

95 

Alcan  Aluminium " 

CAN 

8757 

-093 

459 

-58.42 

150 

10.291 

28 

Unilever  (combined) ' 

NUK 

39715 

880 

3180 

4.05 

730 

8.78 

96 

Oerlikon-Buhrle  Holding ' 

CHE 

3147 

-1.60 

-39 

NM 

150 

-15.16f 

29  Nippondenso ' 

JPN 

10491 

16.00 

1070 

19  86 

709 

10  73 

97 

Konica 

JPN 

3518 

6.96 

120 

679.11 

150 

1066 

30 

SmithKline  Beecham ' 

GBR 

8504 

-272 

1535 

1883 

702 

0.74 

98 

CAE  Industries ' 

CAN 

946 

-1.95 

31 

66.44 

150 

8  44 

31 

Elf  Aquitaine ' 

FRA 

32318 

17  14 

3407 

83  56 

674 

16.20 

99 

Daiichi  Pharmaceutical 

JPN 

1436 

2.02 

377 

1.71 

149 

8  25 

32 

Glaxo  Holdings ' 

GBR 

4648 

11  05 

1856 

13.32 

650 

23  53 

1 00  Chugai  Pharmaceutical ' 

JPN 

903 

0.64 

64 

-52  12 

147 

8  23 

IPKI 

645 

1.27 

JPN 

3996 

2.85 

339 

17  25 

144 

10.93 

33  Mitsubishi  Heavy  Industries 

JrfN 

15975 

20.56 

752 

-0  41 

101  Teijin 

34 

Peugeot 

FRA 

24019 

10.48 

2612 

11.81 

603 

1329 

102  L'Air  Liquide ' 

FRA 

5325 

2.35 

690 

-0.35 

135 

3.06 

35 

Canon  1 

JPN 

11992 

2791 

1073 

69  72 

597 

13.82 

103  Shin-Elsu  Chemical 

JPN 

2980 

5.37 

362 

-1.07 

134 

5.84 

36 

Thomson-CSF ' 

FRA 

6819 

989 

447 

-15.93 

591 

17.24 

1 04  Tanabe  Seiyaku 

JPN 

1591 

-2.08 

156 

-12.53 

133 

1334 

37 

British  Petroleum ' 

58979 

1 1  46 

4941 

928 

587 

1.23 

105  Kyocera 

JPN 

2951 

24.31 

502 

1688 

131 

42.11 

38 

Sharp 

JPN 

9589 

8  66 

591 

3504 

560 

16  65 

106  Magneti  Marelli 

ITA 

2821 

12.65 

82 

19.80 

129 

20.41 

39 

Ford-Werke ' 

DEU 

12876 

4  78 

288 

-42  06 

530 

35  44 

107  Pilkington' 

GBR 

4896 

-9.11 

280 

-51.77 

129 

-5.05 

40  Sanyo  Electric " 

JPN 

10156 

7  78 

245 

-25.19 

516 

12.39 

108  Fisons' 

GBR 

2078 

18.85 

411 

36.21 

123 

4946 

41 

Schering ' 

nci  i 
utu 

3675 

1.34 

273 

-3  18 

498 

14.18 

109  Landis&Gyr' 

CHE 

1671 

7.99 

41 

-28.79 

123 

25.14 

42 

AEG' 

DEU 

8158 

739 

-112 

NM 

485 

-064 

110  Valeo 

FRA 

3069 

18.61 

196 

9.76 

123 

NA 

43 

Compagnie  des  Machines  Bull 

FRA 

5138 

3.72 

-28 

NM 

461 

-826 

111 

Finanziaria  Ernesto  Breda 

ITA 

719 

10  86 

41 

-45.77 

113 

-2.52 

44 

British  Telecommunications 1 

GBR 

24307 

681 

5682 

33.58 

449 

6.58 

112  Alps  Electric 

JPN 

2820 

694 

71 

-20.37 

112 

-3.60 

45 

STC 

GBR 

4275 

10.63 

456 

20.87 

445 

27.85 

1 13  Reuters  Holdings ' 

GBR 

2444 

15.34 

571 

13.07 

1 10 

3.52 

46 

Mannesmann  * 

DEU 

14855 

7  22 

649 

3.98 

429 

33.40 

1 1 4  Sandvik ' 

SWE 

3086 

-2.59 

481 

-7.37 

109 

10.22 

47 

Akzo 

NLD 

8852 

13.00 

656 

18.77 

427 

11  57 

1 1 5  Yokohama  Rubber  * 

JPN 

2951 

18.44 

144 

32.44 

106 

4.12 

48 

Rolls  Royce ' 

GBR 

6551 

23.90 

314 

-24,46 

423 

47.20 

1 1 6  BOC  Group 1 

GBR 

4481 

14.50 

601 

7.20 

105 

13.92 

49 

Saab-Scania  * 

SWE 

4913 

-35.34 

426 

59.94 

415 

-23.13 

117  BTR' 

GBR 

12035 

-4.03 

1724 

-10.56 

105 

-9.23 

50 

Nestle  * 

CHE 

33533 

-3  47 

260! 

-6.84 

409 

5.01 

1 1 8  Kirin  Brewery ' 

JPN 

5237 

18  94 

695 

21.89 

103 

NA 

51 

Fuji  Photo  Film ' 

JPN 

7273 

14  69 

1338 

17  08 

407 

4.83 

1 1 9  Kyushu  Matsushita  Electric 

JPN 

1701 

1428 

146 

17.84 

103 

5.40 

52 

Solvay ' 

BEL 

7662 

-061 

751 

-17.59 

386 

7,36 

120  Alfa-Laval' 

SWE 

3026 

17.43 

284 

16.56 

101 

6.99 

53 

Asea  Brown  Boveri  * 

DEU 

4125 

9  03 

203 

1 12.46 

383 

4.22 

121 

Furukawa  Electric 

JPN 

5368 

7.27 

145 

-8  74 

100 

1.73 

5  4 

Sumitomo  Chemical ' 

jPN 

7415 

1351 

325 

-2253 

377 

2.35 

122  Boots' 

GBR 

6588 

544 

662 

0.11 

99 

959 

55 

Wellcome ' 

GBR 

2452 

4  30 

526 

11  42 

369 

16.85 

123  Linde ' 

DEU 

3765 

11.29 

283 

15.84 

95 

965 

56 

Takeda  Chemical  Industries 

JPN 

4867 

1  11 

650 

-4  66 

359 

12.85 

124  Shimizu 

JPN 

10959 

2059 

567 

74  04 

95 

468 

57 

Ricoh 

\^\  \ 

5857 

14  54 

218 

-15  71 

350 

7.40 

125  Nippon  Oil 

JPN 

14628 

14.37 

333 

-22.70 

95 

9.36 

53 

Olivetti 

ITA 

6593 

7.42 

259 

-17  97 

349 

5.76 

126  Ares-Serono ' 

CHE 

653 

25  83 

101 

6.65 

94 

31.70 

59 

Standard  Elektrik  Lorenz 

DEU 

2067 

1  29 

40 

106.08 

331 

1  80 

127  OCE-vanderGrinten ' 

NLD 

1266 

9.14 

67 

2.30 

94 

18.91 

60 

Procordia  * 

SWE 

6188 

80.30 

189 

-47.90 

329 

21254 

128  Total  Francaise  Petroles 

FRA 

16943 

29,54 

1661 

45  96 

93 

-8.88 

61 

Montedison 

ITA 

4279 

-58  50 

148 

-82.10 

316 

-16.57 

129  SniaBpd' 

ITA 

1988 

0.41 

1 15 

-29,48 

93 

39.57 

62 

Sextant  Avionique  (1 ) ' 

FRA 

11 19 

1  27 

50 

21  51 

290 

18.83 

130  Outokumpu* 

FIN 

2958 

-418 

-21 

NM 

92 

38.89 

63 

British  Aerospace 1 

GBR 

18815 

16  02 

671 

1291 

284 

33.33 

131 

SKF ' 

SWE 

4699 

10.77 

274 

-36,54 

90 

7.23 

64  Oki  Electric  Industry 

JPN 

4416 

13.39 

207 

17  14 

277 

9  76 

132  Fanuc 

JPN 

1249 

19.47 

519 

45.97 

88 

19.81 

65 

Matsushita  Electric ' 

JPN 

71 19 

15.69 

>6i 

10  20 

271 

1 2.43 

133  Ericsson 

ITA 

882 

16  26 

97 

27  09 

88 

18.81 

64 

Degussa ' 

DEU 

8244 

-3.01 

188 

-5  84 

271 

8.53 

134  De  Beers  Consolidated  * 

ZAF 

NA 

NA 

319 

-78.51 

86 

-17.71 

67 

Astra ' 

SWE 

1594 

26.32 

428 

34.11 

266 

17.65 

135  RTZ  * 

GBR 

6903 

-19.97 

1569 

-20.38 

86 

0.00 

68 

Sonofi 

FRA 

2700 

18.03 

175 

680 

247 

17,27 

136  InstitutMerieux 

FRA 

596 

13.32 

37 

-23.23 

84 

25.33 

All  dollar  figures  are  in  millions  of  U.  S.  dollars.    All  percent  figures  are  percent  change  from  prior  year 
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jjSttuil  r  Three  In  a  Series 


Anthem:  In  the  American  Tradition 


Some  values  endure. 

Conviction. 

Determination. 

Belief  in  a  better  life  for  all  people. 
Anthem  keeps  that  vision  alive. 

The  Anthem  network  of  insurance  and  health  care 
benefits  companies  has  a  long,  proud  history  of 
serving  the  employee  benefits  needs  of  thousands  of 
people  across  the  nation.  We  offer  a  full  range  of  indi- 
vidual and  group  health,  life  and  disability  insurance; 
managed  care;  provider  networks;  third  party  admin- 
istration and  customized  financing  arrangements. 
Anthem's  financial  strength  is  evidenced  by  its 
Best's  "A"  rating  and  supplemented  by  an  investment 
portfolio  free  from  commercial  real  estate  exposure. 
Anthem's  superior  performance  is  a  source  of  confi- 
dence for  our  insurance  brokers,  our  employer  group 
accounts  and  our  individual  insureds. 


ialii 


erican  Tradition:  Born  a  slave,  little  Booker  T.  Washington  was  just  the  right  size  to  shovel  mud  in  the  cramped  salt  mines  of 
,  West  Virginia.  Yet  he  learned  his  alphabet  in  a  tattered  speller  rescued  from  a  trash  bin:  walked  5(H)  miles  to  enroll  in  college: 
s  chosen  at  22  to  establish  a  "normal  and  agricultural  institute"  in  Tiiskeegee,  Alabama.  After  months  of  failure  -  and  pawning 
"h  to  buy  brick-making  materials  -  the  young  principal  and  his  students  finally  built  their  own  school  from  red  Alabama  clay, 
gton  was  a  living  lesson  in  the  dignity  of  manual  labor  and  the  injustice  of  racism*  His  fast  words:  "Still  a  long  way  to  go.  " 


Offices  in  Texas,  California. 
Florida  and  Indiana. 
Call  1-800-873-2542 


I 


FOREIGN  COMPANIES 


R&D 

COUNTRY 

R&D 

COUNTRY 

RANK  COMPANY 

CCDS 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

%CHG 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

v»c 

13/  Synthdabo 

FRA 

458 

-2.16 

36 

55.33 

83 

1 1.58 

169  Nitto  Denko 

JPN 

1507 

12.27 

104 

-16.27 

54 

7.:  i 

138  Valmel* 

FIN 

2650 

0.83 

-76 

NM 

82 

-6.57 

170  CMB  Packaging  * 

FRA 

4497 

14.54 

260 

-4.55 

54 

139  Casio  Computer  (3) 

JPN 

2137 

12.56 

126 

36.29 

81 

10.67 

171  Stork,  VMF  * 

NLD 

1799 

29.26 

91 

38.57 

53 

26.:} 

140  Imperial  Oil' 

CAN 

9623 

12  18 

703 

23  68 

78 

28  17 

172  Gist-Brocades' 

NLD 

892 

-12.43 

43 

-7.93 

52 

0(1, 

141  Atlas  Copco' 

SWE 

2693 

5.85 

215 

—  1 6.50 

77 

13.18 

1/3  BBA  Group 

GBR 

2194 

-5.02 

134 

-10.81 

52 

 ■ 

2oi 

1 42  Hafslund  Nycomeo1 " 

NOR 

621 

50.70 

163 

604 

77 

65  17 

174  Partek* 

FIN 

2188 

12.47 

45 

-60  84 

5] 

1 43  Doikin  Industries 

JPN 

2514 

1007 

215 

297 

75 

28.39 

1 75  Denki  Kagaku  Kogyo 

JPN 

1870 

3.01 

114 

-1045 

51 

4 

144  Kureho  Chemical 

JPN 

746 

-8  17 

34 

-67  66 

75 

-1.01 

176  Snow  Brand  Milk  Products 

JPN 

6792 

5  44 

148 

-8.29 

50 

9.6 

1 45  Sniseido 

JPN 

3 1 99 

NM 

322 

NM 

74 

NA 

1  //  NGK  Spark  Plug 

JPN 

686 

5  07 

79 

1.68 

50 

~~ TT 

1 46  Green  Cross " 

JPN 

658 

5  24 

45 

-26.58 

73 

601 

1 78  Broken  Hill  Proprietary 

AUS 

10303 

28  00 

1325 

7.05 

49 

33.5 

147  Hitachi  Cable 

JPN 

2390 

11  81 

173 

12.08 

73 

755 

179  Tampella' 

FIN 

1793 

1252 

20 

-30.46 

49 

\.t 

148  Nikon 

JPN 

1994 

11  84 

234 

58  88 

70 

32.64 

180  Inco' 

CAN 

3108 

-21.27 

693 

-4724 

48 

24? 

1 49  BSN ' 

FRA 

9742 

8.69 

731 

0.40 

67 

22  90 

1  0 1    I  L"L          e                tl    '  L 

1 8 1  Isnihara  Sangyo  Kaisha 

JPN 

573 

19.86 

58 

21.97 

48 



1 1.3 

1 50  Courtaulds  * 

GBR 

3532 

-27.22 

344 

-7  64 

67 

-1 1  74 

1 82  Toppan  Printing 

JPN 

6842 

3297 

475 

34  24 

47 

130 

151  Steyr-Doimler-Puch  * 

AUT 

1308 

4.90 

21 

639 

67 

10  04 

183  Linotype" 

DEU 

500 

17.65 

40 

-46.65 

47 

54.5 

152  Dowty  Group 

GBR 

1 182 

684 

138 

7  96 

63 

25  64 

1 84  T&N ' 

GBR 

2238 

551 

126 

-16.07 

46 

15.1 

153  Rohm 

JPN 

1 1 70 

14.21 

87 

—  1 5  54 

63 

28  70 

IOC    <"     1  '      "LI—  • 

1 85  Sekisui  House 

JPN 

7621 

22  34 

630 

20  35 

46 

M 

1 

1 54  Nippon  Sheet  Glass 

JPN 

1823 

8.09 

124 

27.56 

63 

8  75 

1 86  Nippon  Electric  Glass 

JPN 

1424 

4  40 

150 

9.97 

46 

Nl 

155  UCB* 

BEL 

1302 

033 

83 

-1.76 

63 

17.33 

187  Immuno International* 

CHE 

355 

7.55 

39 

-31.38 

46 

15.5 

1 56  Dai  Nippon  Printing 

JPN 

7532 

6.32 

658 

12.32 

62 

21  72 

188  Repola' 

FIN 

3444 

946 

21 

-85.95 

45 

29.3 

157  B.A.T.  Industries 

GBR 

1 8783 

13  13 

1 719 

-52  82 

61 

-42.37 

189  BICC 

GBR 

6346 

2.69 

327 

-8.96 

45 



13.6- 

158  Hitachi  Metals 

JPN 

2942 

13.84 

184 

-0.23 

60 

88  57 

1 90  Nippon  Shinyaku  * 

JPN 

343 

117 

40 

-17.00 

43 

3.6 

159  Grand  Metropolitan  * 

GBR 

15922 

1  03 

1558 

25.55 

59 

40.00 

191  Bergmann-Elektrizitats-Werke 

DEU 

643 

-29  67 

7 

-69.74 

43 

6.6 

160  Hawker  Siddeley  Group  * 

GBR 

3888 

1  49 

251 

-30.53 

58 

18.61 

192  Zellweger  Uster 

CHE 

546 

750 

42 

-2.49 

43 

137 

161  Hanson" 

GBR 

12124 

2.21 

2178 

20.77 
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Adobe  and  PostScript  are  registered  trademarks  of  Adobe  Systems  Incorporated  and  are  registered  in  the  U.S. 

THE  PLUS  IS  DOS/MAC 
COMPATIBILITY. 

Introducing  the  Kodak  Ektaplus  7016  printer. 

Equipped  with  Adobe  PostScript 
language/Appletalk  interface  options, 
it  can  support  both  DOS  and 
Macintosh  computers  simultaneously! 
Configure  it  with  four  ports, 
and  it  can  support  up  to  four 
users,  or  even  four  networks. 
Six  emulations  make  it  an 
ideal  shared  printer  for  any 
work  group. 


THE  PLUS  IS  16PPM  SPEED. 

Twice  as  fast  as  traditional  printers,  the  Kodak  Ektaplus  7016 
printer  can  make  you  at  least  twice  as  productive. 
It  maintains  fast,  high-quality  throughput,  even  when 
printing  Adobe  PostScript  language.  It  helps  you 
get  more  done  in  a  day. 


E  PLUS  IS  A  COPIER. 


Imagine  the  convenience  of  having  a  built 
copier  for  those  frequent  one-  or  two-copy 
jobs!  The  Kodak  Ektaplus  7016  printer 
comes  standard  with  a  6  pages-per- 
minute  convenience  copier  that 
'  keeps  everybody  on  the  job 
instead  of  on  the  run.  For  the 
name  of  the  dealer  nearest  you, 
call  1  800344-0006,  Ext.  456. 


Substance  Takes  Shape,  Cadillac  Style. 


It  begins  when  you  turn  the  key,  shift  into 
drive  and  depress  the  accelerator  of  the 
1992  Cadillac  Eldorado  A  sense  of  exhil- 
aration begins  to  build  as  you  move 
forward  smoothly  and  gracefully,  courtesy 
of  a  200  horsepower  4  9  liter  V8.  Gear 
changes  are  barely  detectable,  thanks  to 
the  silky  refinement  of  an  electronically 
controlled  transmission. 

You  approach  winding  pavement  with 
confidence  and  vigor.  Eldorado's 
fully  independent  touring 
suspension  is  speed- 


sensitive.  This  means 


CADILLAC 
STYLE 


that  no  matter  how  or  where  you  drive,  the  suspet 
sion  adapts  in  15/100  of  a  second  for  precise  conttl 
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The  1992  Eldorado.  Substance  Takes  Shape,  Cadillac  Styl 


* ber  zg  HOW  BUSINES 


BusinessWee 


8URLINGAME  PUBLIC  LIBRARY 


PAGE  30 


28,  1991 


A  McGRAW-HILL  PUBLICATION 


Special  Report  on  Executive  Education 


impanies  are  spending  billions 
annually  to  send  managers 
)  special  B-school  programs. 
Which  are  the  best? 


IJP. 
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HAVE  YOU 
DRIVEN 
A  FORD 
LATELY? 

INTRODUCING  THE  NEW  FORD  TAllJl 
AMERICA'S  NEWSMAKER  MAKES 
NEWS  AGAIN. 

It  begins  with  a  sleek  update  on  Taui: 
legendary  curves.  A  lower,  more  ae 
namic  profile  flowing  down  into  sli 
new  headlamps.  A  newly  sculpted  r^r 
deck  and  taillights.  And  the  gracefu 
redesign  continues  inside  with  a  n&i 
flow-through  instrument  panel  sur- 
rounding the  fresh  interior  look. 

NEW  IDEAS  ON  THE  ROAD. 

Enhanced  ride  control  and  safety  wi 
foremost  in  our  engineers'  minds 
strut  valving  leads  to  an  even  smool 
ride.  New  vibration  absorbers  reduc 
road  noise.  Available  anti-lock  brake 
and  passenger-side  air  bag  (driver-si: 
air  bag  supplemental  restraint  syste 
standard )  make  safety  a  priority,  alo 
with  new  driver-oriented  features  li 
remote  radio  controls  and  illuminat 
switches  for  easy  night  vision.  Over' 
new  improvements  specifically  des 
to  satisfy  world-class  expectations. 

NEW  IDEAS  IN  QUALITY. 

This  was  designed  to  be  the  highest 
quality  Taurus  ever.  New  discoverie 
corrosion  resistance  and  assembly  t 
niques  have  now  made  it  possible  fc 
Taurus  to  not  only  live  up  to  its  rep; 
tion,  but  surpass  it. 

NEW  BUMPER-TO-BUMPER  WARRAN 

New  36-month/36.000-mile  limited 
warranty  requires  no  deductible.  Sei 
dealer  for  details. 
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NEW  TAURUS 


magine  working  in  a  place 

vhere  everyone  treats  you  like  family. 
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Like  many  people,  you  may  have  discovered 
diat  your  favorite  place  to  do  business  is  right  in 
your  own  backyard. The  IBM  PS/1"  is  perfect  lor 
you.  It  runs  the  software  small  businesses  need — 
including  Lotus"  1-2-3  ~  and  WordPerfect^  Some 
models  even  come  with  386  "SX  power  and 
Microsoft5  Windows™  built  in.  The  PS/1  is  expand- 
able, so  it  can  grow  as  your  business  grows,  even 
outside  your  home.  And  because  its  from  IBM,  its 
compatible  with  most  business  computers. 

But  the  PS/1  fits  into  your  life,  too.  It  s  remark- 
ably easy  to  set  up  and  use.  Prices  start  as  low 
as  $9W*  Best  of  all,  it  comes  with  the  service  and 
support  you  can  expect  only  from  IBM.  Not  to 
mention  the  support  youTl  get  from  the  people 
around  you. 

For  a  store  near  you,  call  1  800  IBM-3377. 


Because  you  dont  just  have  a  job.^bu  have  a  life. 


es  may  change  Retail  prices  may  vary  IBM  is  a  registered  trademark  and  PS/t 
idemark  of  International  Business  Machines  Corporation  WordPerfect  is  a  registered 
emark  ot  WordPerfect  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus 
elopment  Corporation  386  is  a  trademark  of  Intel  Corporation  Microsoft  is  a  registered 
emark  and  Windows  a  trademark  of  Microsoft  Corporation  ©1991  IBM  Corp 
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BACK  TO  SCHOOL 

Executive  education  has  become  the 
newest  B-school  boom.  But  where 
will  executives  find  the  courses  that 
promote  the  leading-edge  thinking 
needed  to  solve  real-life  problems? 
For  BW's  first-ever  exec-ed  survey, 
we  polled  managers  who  attended 
the  programs,  and  their  employers — 
and  some  results  may  be  surprising. 
You  won't  find  the  likes  of  Harvard 
and  Wharton  among  the  top  five. 
The  fastest-growing  schools  are  a 
nimbler,  more  aggressive  group 
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50  GERMANY 

A  downturn  in  Europe's  powerhoi; 
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Why  it  doesn't  mean  the  economy 
headed  back  into  recession 
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WILL  DOMINO'S  PIZZA  DELIVER? 
CEO  TOM  MONAGHAN  IS  BACK.  IN  HIS 
TWO-YEAR  ABSENCE,  THE  FRANCHISE 
LOST  GROUND  TO  PIZZA  HUT.  NOW, 
KEEPING  THE  LEAD  WILL  BE  TOUGH 


124   CITI'S  SORRY  STATE: 

THE  BELEAGUERED  BANK'S  STUNNING 
THIRD-QUARTER  LOSS  HAS  ONE 
SENIOR  REGULATOR  ASKING:  'CAN 
THIS  MANAGEMENT  SURVIVE?' 


56    'I  WON'T  APOLOGIZE  TO  ANYONE': 
JOHN  DINGELL  SEES  HIMSELF  AS  A 
PROTECTOR  OF  THE  WEAK.  BUT  CRITICS 
SAY  THE  CONGRESSMAN  OFTEN  WINDS 
UP  BLOCKING  CRUCIAL  LEGISLATION 
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A  family-leave  bill  could 
stick  this  time 
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Is  'Big  John'  a  fearless  crusader — or 
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TROUBLE  IN  DOLPHIN  LAND 

Joe  Robbie's  family  is  in  a  nasty 
feud  over  the  team  and  stadium 
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Cancer  research,  an  environmental 
data  base,  space  technology, 
immigrant  robots,  marked  chips 

BREAKING  DOWN  A  WALL 

On  the  777,  Boeing's  design  and 
production  staff  work  together 
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MORE  NIGHTMARES  AT  CITI 

After  the  latest  hit,  its  capital  ratio  is 
the  lowest  of  any  money-center  bank 
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A  reformer  and  an  accused  slumlord 
go  after  HUD  contracts 
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Wall  Street 
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132  MORE  HELP  FOR  APPLE 

On  top  of  its  recent  linkup  with 
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unveiling  a  Sony-made  laptop 
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CONFRONTING  AN  UGLY  REALITY: 
DU  PONT  AND  SOME  OTHER  LARGE 
CORPORATIONS  ARE  ALREADY 
DEALING  WITH  SEXUAL  HARASSMENT 
THROUGH  EDUCATIONAL  PROGRAMS 
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PRODUCTION 

Change  from  last  week:  0.7% 
Change  from  last  year:  -1 .6% 

1967=  1 00  {four-week      ■  ing  averoge) 


LEADING 

Change  from  last  week:  -0.1% 
Change  from  last  year:  -2.3% 
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180. 
175. 
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b.llll 

Sept.  28 
179.4 


215  . 
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1990  1991 
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The   production   index  increased  modestly  during  the  week  ended  Oct   5,  to  its 
highest  level  since  last  November-  On  a  seasonally  ad|usted  basis,  rail-freight  traffic 
and  output  of  trucks,  outos,  electric  power,  crude-oil  refining,  and  paperboard  rose. 
Coal,  paper,  and  lumber  production  declined,  while  stee!  output  wos  unchanged  from 
the  previous  week    Before  calculation  of  the  four-week  moving  average,  the  index 
advanced  to  180  9,  from  178  2 

BW  production  index  copyright  1991  by  McGraw  Hill  Inc 

PRODUCTION  INDICATORS 

latest 
week 

Week 
ago 

I  Change 
year  ago 

STEEL  (10/12)  thous.  of  net  tons 

1,655 

1,719# 

-1 1.6 

AUTOS  (10/12)  units 

1  18,838 

120,993r# 

-17.2 

TRUCKS  (10/12)  units 

82,647 

82,73  lr# 

0.4 

ELECTRIC  POWER  (1 0/1  2)  millions  of  kilowatt-hours 

Ik 

54,080# 

TK 

CRUDE-OIL  REFINING  (10/12)  thous.  ofbbl./day 

tk 

13,589# 

TK 

COAL  (10/5)  thous  ofnettons 

1 9,291  # 

20,388 

8  0 

PAPERBOARD  (10/5)thous.oftons 

795. 9# 

781  2r 

4.6 

PAPER  (10/5)  thous  of  tons 

7560# 

770.0r 

1  6 

LUMBER  (10/5)  millions  of  ft. 

508  0# 

519.9 

8.3 

RAIL  FREIGHT  (1 0/5)  billions  of  ton-miles 

21  2f» 

20.7 

0.5 

Sources:  American  Iron  &  Steel  Institute,  Ward  s  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Poper  Institute,  WWPA  ,  SFPA-,  Association 
of  American  Railroads 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (10/16) 

130 

131 

126 

GERMAN  MARK  (10/16) 

1.70 

1.70 

1.50 

BRITISH  POUND  (10/16) 

1.71 

1.71 

1.96 

FRENCH  FRANC  |io/)6) 

5.80 

5.78 

5  03 

CANADIAN  DOLLAR  (10/16) 

1.13 

1.13 

1.17 

SWISS  FRANC  no/16) 

1.49 

1.49 

1.27 

MEXICAN  PESO  (10/16)1 

3,052 

3,045 

2,907 

Sources:  Mapr  New  York  banks  Currencies  expressed  in  units  per  U  S.  dollar,  except  for  British 
pound  expressed  in  dollars. 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/16)  S/lroy  oz 

356.550 

357.650 

-2.6 

STEEL  SCRAP  (10/15)  #1  heavy,  S/ton 

97.00 

97  00 

-12.2 

FOODSTUFFS  (10/14)  index,  1967=100 

209.7 

21 1.8 

-1.9 

COPPER  (10/12)  </lb. 

1 1  1.9 

1 12.5 

-15.8 

nUMINUM  no/12)  c/ib 

512 

53.1 

-39.8 

WHEAT  (10/12)  #2  hard,  S/bu. 

3  54 

3  45 

26.0 

COTTON  (10/12)  strict  low  middling  1-1/16  in.,  C/lb. 

58.58 

58.91 

-15.4 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 

Oct 

208, 


Sept.  2l 
208.41 


Oct. 
1990 


Feb. 
5 


Jure 
1091 


The  leading  index  slipped  again  during  the  week  ended  Oct.  5 
deterioration  of  the  index  since  late  June  suggests  that  economic  growth  may 
heading  into  1992  Lower  stock  prices  and  declines  in  the  growth  rate  of  mati 
prices  and  real  estate  loans  offset  lower  bond  yields  and  a  rise  in  the  growth 
of  M2  Data  on  business  failures  were  unavailable  Prior  to  calculation  of  the 
week  moving  averge,  the  index  fell  to  207  4,  from  207.9. 

Leading  index  copyright  1  99 1  by  Center  foi  International  Business  Cycle  Research 


LEADING  INDICATORS 


■■■■■■■I 

Latest 
week 

Week 
ago 

\  (* 
ye'H 

STOCK  PRICES  (10/1 1)  S&P500 

379.80 

386.21 

■ 

CORPORATE  BOND  YIELD,  Aaa  (lo/ii) 

8  50% 

8.49% 

| 

INDUSTRIAL  MATERIALS  PRICES  (lo/ii) 

96.3 

96  3 

BUSINESS  FAILURES  (io/4) 

NA 

363 

REAL  ESTATE  LOANS  (10/2)  billions 

$396.3 

$397.0r 

MONEY  SUPPLY,  M2  (9/30)  billions 

$3,393.9 

$3,390.4r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/28)  thous 

435 

430 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100},  flj 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosondM 
lusts  data  on  business  failures  and  real  estate  loans. 

1",,  iJV'-'J  '^.MiffiWB^ 

Latest 
month 

Month 
ago 

c  j 

yet  | 

PRODUCER  PRICE  INDEX  (Sept  )  finished  goods 

121.5 

121  4 

RETAIL  SALES  (Sept )  billions 

$153.3 

SI  53  2r 

: 

MANUFACTURERS'  INVENTORIES  (Aug  )  billions 

$376.8 

$3^8  Or 

MANUFACTURING  SHIPMENTS  (Aug  )  b.ll.ons 

$242.0 

$240.2 

Sources:  BLS,  Census  Bureau,  Commerce  Dept 

1 '  M  l  *  mi  1 !  1  >!  [ V  W.I  t^-^HHHHHH 

Latest 
week 

Week 
ago 

C  4 

yeci 

MONEY  SUPPLY,  Ml  (9/30) 

$875.4 

$870  8r 

) 

BANKS'  BUSINESS  LOANS  (io/2) 

300.0 

297  3 

FREE  RESERVES  (io/2) 

720r 

403, 

N0NFINANCIAI  COMMERCIAL  PAPER  (io/2) 

135.0 

134.7 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expressecil, 

1  rhhi  iMihl  'rJHBHHH 

Latest 
week 


Week 
ago 


FEDERAL  FUNDS  (10/15) 


5  58° 


5.18% 


PRIME  (10/16) 


;  oo 


8.00 


10 


COMMERCIAL  PAPER  3-M0NTH  (10/15) 


5  34 


5  33 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/16) 


5.27 


5  31 


EURODOLLAR  3-MONTH  (10/12) 


5.33 


5.46 


Week.  Kansa.  City  market,  Memphis  market 


Sources:  Federal  Reserve  Board.  First  Boston 


ffRaw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equip 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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'  Hie  only  pointer  you'll  need 
on  Windows  Computing. 


The  Microsoft"  Windows"  graphical 
rl  ivironment  has  become  incredibly  popular. 

And  not  surprisingly  the  best  way  to 
ffr  it  around  the  Windows  environment  and 
Dplications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
i  the  field,  so  to  speak,  you  could  say  it's 
scome  an  industry  standard.  In  fact,  it's 
sen  so  well  received,  it  has  even  won  the 
C  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality 
Not  to  mention  reliability 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Microsoft 


91  Mu  mscft  Corporation.  All  nghts  reserved  Printed  m  Ike  USA  Inside  the  50  United  States,  call  (800)  5411261.  Dept  R06.  outside  the  50  United  Slates,  call  (206)  936-8661  Customers  in  Canada,  call  (416)  568-3503  Microsoft  and  the 
osoft  logo  arc  registered  trademarks  and  Making  it  all  make  sense,  the  Microsoft  Mouse  design  and  Windows  arc  trademarks  of  Microsoft  deration.  The  Microsoft  Mouse  design  is  protected  by  U.  S  Design  Patent  No.30e.42S. 


SOME  AIRLINE  SEATING  ISN  T  MUCH  BETTEI 


Pardon  the  slight  exaggeration. 

But  you've  no  doubt  been  on  air- 
lines that  squeeze  a  few  extra  rows 
of  seats  on  their  planes.  Which,  in  turn, 
squeezes  the  passengers  who  have 
to  sit  in  them. 

At  Alaska  Airlines,  we  believe 


there's  room  for  improvement. 

So,  on  most  of  our  flights  you'll 
find  a  bit  more  legroom,  allowing  you 
to  sit  back,  relax  and  feel  comfortable. 

That  way,  you'll  be  in  a  good  posi- 
tion to  enjoy  our  tasty  meals.  Com- 
plimentary wines.  And  friendly  service. 


Next  trip  up  or  down  the  wesi 
coast,  call  your  travel  agent  or  Alas 
Airlines  at  1-800-426-0333.  We'll  tr 
not  to  cramp  your  style 


Voted  "Best  U.S.  Airline"  by  the  readers  of  Conde  Nast  Traveler  magazine 
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USINESS  ISN'T  All 
THAT  THRIVES 
N  FAIRFAX  COUNTY. 


When  you  move  your  company 
)  Fairfax  County,  there's  an  enor- 
ious  return  on  investment  you  won't 
se  in  the  annual  report 

But  youll  hear  about  it  every 
ight  after  work  if  you  have  a  family, 
bur  children  will  flourish  here. 

Public  schools  here  are  among 
le  nation's  best  Equipment  and 
icilities  are  the  latest  and  a  signifi- 
ant  percentage  of  teachers  hold 
dvanced  degrees. 

Little  wonder,  then,  that  more 
han  90%  of  high  school  students 
n  the  Fairfax  County  system  go 


on  to  some  form  of  higher  education. 

Children  get  as  much  out  of  life 
after  school  as  during,  with  31,000 
acres  of  parks  in  which  to  play  And 
with  the  museums  and  concert  halls 
of  Washington,  D.C.  minutes  away, 
they'll  grow  up  knowing  there's 
more  to  life  than  video  games  and 
Saturday  morning  cartoons. 

For  more  information  about  the 
wonders  of  childhood  and  adulthood 
in  Fairfax  County,  send  us  the  coupon. 

What  the  County  does  for 
your  kids  will  make  you  feel  like 
one  yourself. 


FAIRFAX  COUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 

Name  

Title  

Company  

Address  

City  

I  'hone  


.State. 


_Zip_ 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269. 

BW4 
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UNHunuiumy, 

THE  WAY  TO 
A  MAN  S  HEART 
REALUflS 

THROUGH  HIS 

STOMACH. 
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E 

* 

While  your  cooking  was               Fortunately,  you  can  help  call  1-800-EAT-LEAN. 

supposed  to  help  you  win  reauce  your  risk  simply  Py  eating  Don't  let  yourself  Pe  counted 

someone's  heart,  it  may  also  a  low-fat  diet  containing  lots  of  among  the  thousands  of 

nelp  you  destroy  it.  fruits  and  vegetaPles,  whole  people  every  year  who  literally 

Because  a  diet  thafs  too  gram  foods,  lean  meats,  fish,  eat  their  hearts  out. 

may  increase  the  risk  poultry  and  low-fat  dairy  products.  —  g%t%g%  r         i  pi  y 

?aseaswellascer-          For  a  free  Pooklet  on  how  1"R|   fl  ■  t  A  |  ■  i  r  fl  N 

:~cer.  to  reduce  the  fat  in  your  diet,  I  UUU  LMI  LLHll 

m 

Cxtci    Apuc  c  service  message  from  The  Henry  J  Kaiser  Family  Foundation 
6l  CA 
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RATING  B-SCHOOL  PROGRAMS  FOR  EXECUTIVES 


THE  BEST 
B-SCHOOLS 


We've  always  kept  our  readers 
up  to  date  on  trends  in  busi- 
ness education.  But  we  real- 
ly struck  a  nerve  three  years  ago, 
when  we  published  our  first  ranking  of 
the  top  20  B-schools.  As  soon  as  the 
story  hit  the  news- 
stands, our  switchboard 
lit  up  and  the  mail 
flooded  in,  both  pro  and 
con.  Happily,  many  of 
the  schools  that  did 
poorly  in  the  ranking 
took  our  survey  to  heart 
and  set  out  to  make 
their  programs  better. 

That  story  led  to  a 
second,  more  compre- 
hensive ranking  in 
1990 — and  two  editions 
of  Business  Week's 
Guide  to  the  Best  Busi- 
ness Schools,  a  book  published  by 
our  parent  company,  McGraw-Hill 
Inc. 

Now  we  have  taken  a  big  step 
to  broaden  our  franchise.  In  this 
week's  Cover  Story,  which  begins 
on  page  102,  you  will  find  our 
first  rankings  of  B-school  pro- 
grams for  executives.  These  pro- 
grams play  an  increasing  role  in 
training  the  managers  who  will 
soon  lead  Corporate  America. 
Companies — including  a  lot  of 
foreign  ones — are  spending  al- 
most $4  billion  annually  for  these 
efforts  at  American  schools. 

To  prepare  our  ranking,  Senior 
Writer  John  A.  Byrne  began  last  May. 
He  and  his  team  dispatched  more  than 
10,000  surveys  to  deans,  corporations, 
and  participants  in  56  programs.  "The 
surveys  flowed  back  from  every  corner 
of  the  world — from  Australia  and  Chi- 
na to  Kuwait  and  Germany,"  says 
Byrne.  "After  the  coup  attempt,  one 
Moscow  official  responded — and  apolo- 
gized for  being  late." 

Byrne,  the  architect  of  our  earlier  B- 
school  rankings,  had  a  lot  of  help  on 
this  project.  Matthew  Goldstein,  a  re- 


spected statistician  and  former  presi- 
dent of  the  Research  Foundation  of 
New  York,  assisted  in  developing  the 
survey  methodology — and  interpreting 
the  results.  Rounding  out  the  team:  in- 
tern David  Leonhardt  and  staffers  Judi 
Crowe,  Christine  Mu- 
zyka,  Monica  Roman, 
and  Stephan  M.  Roma- 
noff. 

Besides  the  rankings, 
you'll  be  interested  in 
Byrne's  assessment  of 
what  companies  and 
their  managers  are  get- 

SENIOR  WRITER  BYRNE 
AND  LAST  YEAR'S  COVER: 
RESPONSES  FROM  ALL 
OVER  THE  GLOBE 


ting  for  their  huge  investment  of  time 
and  money  in  these  programs.  The  cov- 
er package  includes  a  story  on  the 
most  innovative  programs — and  report 
cards  that  describe  the  strengths  and 
weaknesses  of  executive  education  at 
the  major  B-schools  in  the  U.  S. 


Editor-in-Chief 
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THE     SURPRISING    *  I 


CROWDED  SKIES  ARE  NOW  SAFER  THAN  EVER 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies. 
And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 
We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  workir  •  ■  - 
with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 
that  warns  of  hazardous  wind  shear. 


R.  L  D     OF  RAYTHEO 


irway,  a  modernized  air  traffic  control  system  will 
ide  radars  from  Cossor. 


Support  services  for  the  U.S.  National  Airspace  System. 


B  li  orway,  Trinidad/Tobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 
:  s  safer  than  ever  before. 

world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid, 
ifti  lj  Seech  Aircraft.  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 
■  i  arapids,  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot. 

more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  02173. 


"FIVE  YEARS  AGO,  WE  DINED  ON  WEDDING  CAKE. 
THIS  ANNIVERSARY  LET'S  FEAST  ON  CARATS." 


THE  DIAMOND  ANNIVERSARY  BAND. 


This  year,  tell  her  you'd  marry  her  all  over  again 
,    fl  diamond  is  forever. 


Suggested  retail  price  tor  rings  $1,895- $2,195 


Jeweler  since  1912 


Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


id 


Member  in  Seoul.  Korea 


We  re  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why'  As  Mr   Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most. 
"Discrete  and  unobtrusive."  in  Mr  Moore's  words 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence. 

And  at  Lotte  they  find  excellence  in  service  and  facilities 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul' 


For  Reservations:  New  York  (201)  944-1117,  Toll  Free  800-22  LOTTE,  LA:  (213)  540-7010.  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul,  Tel  (02 1  771-1000,  Telex  LOTTEHO  K23533/4,  Fax  (02)  752-3758.  Cable  HOTELOTTE 


CORRECTIONS  &  CLARIf  ICATIOW 

In  the  story  "55  miles  per  gallon:  Hw 
Honda  did  it"  (Science  &  Technolo/, 
Sept.  23),  we  misstated  the  relate 
gasoline  mileage  of  the  1992  Civic  L 
It  gets  55%-plus  better  mileage  thank 
predecessor. 

 L 


A  SHOW  OF  SUPPORT 
FOR  COLLAGEN'S  CEO 


Trying  to  attribute  Collagen  Colli': 
problems  to  its  CEO  and  presiip 
("Is  Collagen  starting  to  sag?,"  Scte 
&  Technology,  Oct.  7)  is  an  exercisii 
absurdity.  Howard  Palefsky  has  beeiai 
exceptional  leader  for  this  compj.y 
transforming  it  in  13  years  from  a  sial 
R&D  effort  to  a  thriving  enterprise  (ja 
has  just  reported  record  revenues  of  6. 
million)  with  exciting  prospects.  Uiie 
his  guidance,  the  company  has  develop 
several  significant  new  products  curnt 
ly  under  Food  &  Drug  Administer 
review,  created  a  healthy  internatka 
operation,  and  made  some  wise  stratji 
investments  for  the  company.  His  abt; 
to  deal  with  the  FDA  is  not  under  ql 
tion  by  the  board  of  directors.  Equ;i\ 
nothing  said  by  the  FDA  to  me  in  re* 
weeks  suggests  antagonism  toward  Ir 
Palefsky.  Moreover,  increased  comma' 
cation  between  Mr.  Palefsky  and  h 
FDA  is  reflective  of  what  many  seo 
executives  in  the  drug  and  device  inns 
tries  are  experiencing  as  a  part  of  tii 
efforts  to  reassess  how  to  deal  withi 
agency  trying  to  reinvigorate  itself  it! 
grossly  inadequate  resources.  Hour* 
Palefsky  has  the  full  and  unanin  i 
support  of  the  board  of  directors,  1 
there  is  no  question  of  his  resignatk 
Reid  W.  De  1 
Chair- 
Collagen  C 
Palo  Alto,  C 


POURING  SALT 

ON  THE  NUTMEG  STATE'S  WOUND! 

If  politicians  elsewhere  take  Ro  r 
Kuttner's  advice  ("If  Connect  a 
could  do  it,  why  not . . .,"  Econai' 
Viewpoint,  Sept.  16)  and  pursue  the  d 
necticut  approach  to  fiscal  finance,  t 
God  help  us  all! 

Theory  suggests  that  the  progress 
ness  of  the  new  income  tax  make  i 
more  "equitable";  but  if  equity  has  ij 
thing  to  do  with  people,  then  there 
problem.  A  poll  released  on  Sept.  lo; 
Quinnipiac  College  shows  that  only 
of  state  residents  feel  the  new  tax  f. 
tern  distributes  the  tax  burden  n 


rust 
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The  PGA  TOUR'S 
Best  at  Pinehurst  No.  2 


Fred  Couples 

THE  TOUR  Championship  features  the  top 
30  golfers  on  the  PGA  TOUR  playing  at 
historic  Pinehurst  No.  2.  Don't  miss  the 
world's  greatest  players  battling  for  season 
ending  honors. 

ABC  television  coverage: 

Saturday,  November  2nd 
1:30  -  3:30  PM  EST 

Sunday,  November  3rd 
3:00  -  5:00  PM  EST 


THE  TOUR 

CHAMPIONSHIP 


obc  sports 


SPaldiNG 


BUICK 


i  g  1 


United  Parcel  Service 


UIIIIIIIWU 

information. 


The  NEXIS®electronic  information  service  can  give  you  a  clearer  perspective 
on  today's  business  environment,  with  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints,  right  at  your  own  PC.  And  for  the  next 
90  days,  its  available  at  a  significant  discount.  So  call  for  the  NEXIS® service 
today.  Because  not  only  is  the  information  unlimited,  so  is  your  potential. 


CALL1-800-227-4908  NOW. 


NEXISw 


©1991  Mead  Data  Central,  Inc  All  nghts  reserved  NEXIS  and  LEXIS 
are  registered  trademarks  for  information  products  and  services  of  Mead  Data  Central,  Inc 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 

for  your  company.  ™ 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P.O.  Box  302  I ,  Glen  Ellyn,  IL  601 38 

Fax  (708)  690-0565 

Exc  vj  inventory  today  

studeni  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind 


fairly  than  the  old  system.  The  sales 
was  reduced  from  87  to  67  but  willk 
applied  to  a  greater  variety  of  go  I 
than  ever  before.  The  "tax  relief  to 
porations"  was  so  minimal  as  to  b 
local  joke,  and  property  taxes  contii 
to  rise.  Still  unable  to  balance  spenc 
with  revenues,  the  legislature  is  curr< 
ly  discussing  an  across-the-board 
crease  in  fees  that  may  go  a  long  \ 
toward  offsetting  the  progressivenes: 
the  income  tax. 

Steven  R.  Cunning! 
Assistant  Professor  of  Econoiji, 
University  of  Connect 
Storrs,  Ccjj 


hp  Frit 


pnv,.. 


wort 


high 


What  kind  of  progress  is  retires 
ed  by  a  system  in  which 
sector  employees  work  70-hour  week 
support  public-sector  employees 
35  hours?  What  kind  of  progress  is 
resented  by  a  system  in  which  the 
vate  sector  must  eliminate  raises  and 
off  employees  to  survive,  while  pu 
"servants"  are  completely  insula 
from  the  effects  of  recession': 

Why  did  our  leaders  decide  to  embr 
on  the  largest   program  of 
spending  in  the  state's  history,  w 
eliminating  the  tolls  that  could  have 
for  it?  Why  did  our  leaders  allow 
number  of  state  employees  to  grow)) 
over  217  from  1980  to  1990,  when 
state  population  grew  by  less  than 
The  camel's  nose  is  deep  inside 
tent,  and  we'll  never  be  able  to  keep 
rest  of  the  beast  out. 

Iain  H 
Westport,  Ccfr 

THE  DINING  IS  GRAND, 
BUT  IT'S  NOT  IN  PHILLY 


Br:J 


istote-i 


Your  inclusion  of  Penn  State's 
teer  Dining  Room  in  "Dining  ou 
Gastronomy  University"  (Personal 
ness,  Sept.  23)  was  most  welcome.  H 
ever,  readers  trying  to  find  it  in  Phil; 
phia,  where  the  article  locates  it, 
have  to  go  hungry  longer  than  the 
week  waiting  list  mentioned.  The  pa 
lar  dining  room,  run  by  students  stiy 
ing  hospitality   management  in  & 
College  of  Health  &  Human  Deve| 
ment,  can  be  found  at  our  Univerjj 
Park  campus,  in  the  heart  of  cens» 
Pennsylvania. 

Gary  W.  Craf? 
Public  Information  D 
Pennsylvania  State  Univert 
University  Park, 


Letters  to  the  Editor  should  be  sent  to  Rec:i 
Report,  Business  Week,  1221  Avenue  of  the  A 
cos,  New  York,  N.  Y,  10020.  Fox:  (212)  512-4- 
Telex:  12-7960,  Intl.  4998204.  All  letters  muM 
elude  an  address  and  daytime  and  evening  I 
phone  numbers.  We  reserve  the  right  to  edit  lc 
for  clarity  and  space. 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


ar  Friend, 

ibu  know  the  difference  between  a  luscious  homegrown  tomato 
;  a  store-bought  one.  Well,  the  difference  in  taste  between 
Double  LL  beef  and  ordinary  beef  is  even  more  dramatic. 
Store-bought  beef  is  shipped  by  train  or  truck  to  warehouses  and 
ses  through  many  hands  before  ending  up  in  the  meat  case. 
|  Dur  USDA-inspected  packinghouse  vacuum  packs,  flash  freezes 

and  then  we  ship  your  order  to  you  by  UPS  air. 
i  Another  way  to  tell  the  difference  between  Double  LL  beef  and 
>t  supermarket  beef  is  by  its  color.  Supermarket  beef  that  has  been 
pped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beef.  In  fact,  the  bright  red  color  of  supermarket 
I  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beefs  naturally  darker  color  indicates  that 
gen  has  been  kept  out,  yet  its  moisture  has  been  retained  for  more  flavorful  cooking. 
'  We  offer  only  the  finest  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  filet  mignons,  tender  T-bone  steaks,  and 
I  "i  sirloins.  We  guarantee  that  Double  LL  beef  will  arrive  within  two  days  of  shipment  in  perfect  condition  and  perfectly 
d.  Our  beef  is  priced  at  less  than  ordinary  mail-order  beef.  If  you  join  our  club  we  automatically  bill  your  major  credit 
d,  but  you  can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  for  Shelia,  Wanda,  Debbie,  or  me. 
Look  forward  to  hearing  from  you. 

Sincerely, 

DOUBLE  LL  RANCH 


y  17,000  acre  ranch  in  Montana 
ds  behind  the  Double  LL  brand'. ' 


I  able  L 


MONTANA  59068 


LINDA  LEON 


*  SPECIAL  TRIAL  OFFER  * 

for  first  time  customers 

6  MOUTH-WATERING  FILET  MIGNONS  (6  oz.  each) 
Delivered  2nd  day  air 
ONLY  $49.50  plus  $5.50  for  shipping  &  handling 

(Limit  1  shipment  only  per  address) 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


CALL  TOLL  FREE  1-800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 


We're  not  really  sure  what  people 
do  with  their  old  personal  computers, 
after  they  decide  to  upgrade  to  new 
ones.  But  rather  than  bore  you 
4  with  some  suggestions,  we'd 
like  to  tell  you  what  you  can 
do  with  our  new  one. 
For  starters,  you  can  upgrade  it. 
And  you  can  upgrade  it 
yourself  without  any  tools,  or  wire  con- 
nections. It's  quick  and  easy.  And  almost 
anyone  can  do  it. 

We  call  it  The  Option  from  the  Tandon 
Corporation.  The  world's  first  and  only 


itel 


in 


5* 


modular  upgradable  computer.  So 
it  gives  you  the  option  of  unplugg 
ing  one  technology,  and  plugging  in 
a  new  one. 

You  see,  we  packaged  the 
processor,  the  heart  of  any  computer, 
in  a  cartridge.  So  upgrading  is  as  easy 
as  sliding  out  one  cartridge  and  sliding 
in  a  new  one. 

In  addition  you  can  also  upgrade 
the  amount  of  storage  by  swapping  out  the  hard 
drives.  And  The  Option  not  only  handles  all  the 
technology  of  today,  but  it's  ready  for  whatever  th 
may  come  out  with  tomorrow. 


to; 

0f;;: 

an 


Tandon  reserves  me  tight  to  amend  specifications  and  puces  without  notice  Tandon  Option  Tandon  486  Tandon  386.  SL  386s>  SL486.  LT/386s«/TJ.  286/N.  Tandon  Tower  486  Power  Poster.  Multi-Cade  and  MIAT  are  trademarks  ot  Tandon  Corporation  Intel  is  a  registered  tradem 


ound  like  a  radical  new  concept?  Well,  it  is  in  a 
But  it  comes  from  a  company  where  radical  new 
:epts  have  become  sort  of  common  place.  You 
it  Tandon,  we  invented  the  recording  head  of  the 
)y  disk  drive  used  in  the  very  first  IBM®  PC's, 
r,  we  invented  the  first  removable  portable  hard 
2  (The  Data  Pac).  And  now,  16  patents  later,  v/e're 
)ducing  the  first  computer  where  almost  every- 
g  is  removable.  And  Upgradable. 
Vs  if  that  isn't  enough,  we  also  give  you 
option  of  returning  the  machine  for  a  JttU^Kt 
refund,  no  questions  asked  within  the  ■ggP^ 
30  days  (If  you  take  31  days,  that's 
)ably  O.K.,  too).  Plus  a  1  year  limited  warranty  on 
arts  and  service.  And,  a  24-hour  a  day  hotline,  in 


effect  7  days  a  week,  365  days  a  year,  just  to  give  you  a 
real  person  you  can  always  talk  to. 

So  call  1 -800-800-8850 'to  find  out  more  about  The 
Option  from  Tandon.  Or  our  very  desktop-like  notebook 
computer.  And  from  now  on  the  only  thing  you'll  have 

to  throw  away  is  your  old 
concept  of  computer 
technology. 


OPTION 

landon 


oration  The  Intel  Inside  logo  is  a  registered  trademark  ot  the  Inlel  Corporation  All  other  products  or  services  are  identified  by  me  trademarks  Of  servicemarks  ot  their  respective  companies  Lease  terms  vary  by  system  ©1991  Tandon  Corporation.  Moorpark.  CA 
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INSIDE  OUT 

By  Dennis  B.  Levine  with 

William  Hoffer 

Putnam  •  431pp  •  $22.95 


ARBS,  JUNK  LORDS, 
AND  G-MEN 


■  t  could  have  been,  and  it  may  yet  be, 
la  movie.  An  anonymous  letter  to 
I  Merrill  Lynch  &  Co.  discloses  details 
of  an  insider-trading  scheme.  The  feds 
get  on  the  trail,  which  leads  to  Dennis  B. 
Levine,  an  investment  banker  at  Drexel 
Burnham  Lambert  Inc.  Levine  cops  a 
plea  and  tells  the  feds  about  big-time 
arbitrageur  Ivan  F.  Boesky.  Boesky  also 
makes  a  deal  and  gives  the  feds  dirt  on 
Drexel's  junk-bond  czar,  Michael  R.  Mil- 
ken, who,  after  a  long  fight,  capitulates. 
The  bad  guys  end  up  in  the  slammer. 

To  the  public  and  the  press,  Levine, 
Boesky,  Milken,  and  their  small 
band  of  co-conspirators  have 
come  to  epitomize  the  extensive 
wrongdoing  that  corrupted  the 
financial  world  during  the 
1980s.  If  there  was  a  defining 
moment,  it  was  when  Boesky 
dispatched  a  briefcase  of  cash 
to  investment  banker  Martin  A. 
Siegel  as  a  payoff  for  hot  tips. 
Although  the  bad  guys'  ex- 
ploits have  been  voluminously 
reported,  a  wave  of  books,  in- 
cluding Den  of  Thieves,  Eagle 
on  the  Street,  and  Inside  Out, 
is  adding  fresh  details  to  the 
story. 

While  the  actual  dealings  are 
often  arcane,  the  story  line  of 
most  of  this  coverage  is  simple 
and  "high  concept"  enough  for 
a  Hollywood  producer:  Greedy  scam- 
sters  get  their  comeuppance  through,  as 
Den  of  Thieves  puts  it,  "the  sometimes 
heroic  efforts  of  underpaid,  overworked 
government  lawyers." 

These  three  books  make  solid  reading 
and  respectably  accomplish  what  they 
set  out  to  do.  But  readers  seeking  in- 
sights into  the  last  decade's  financial 
abuses  may  be  disappointed.  As  chroni- 
cles of  the  age,  all  three  are  simplistic, 
narrow,  and  one-sided.  The  abuses  were 
d<  eper,  more  complex,  and  more  system- 
ic than  these  accounts  suggest.  The 
most  disturbing  activities  of  the  '80s 
were  not  isolated  acts  by  individuals  but 
broad  misbehavior  by  corrupt  institu- 
tions. Further,  there  were  more  grays 
than  blacks  and  whites.  Some  of  the 
good  guys  were  really  bad  guys,  and 
many  bad  guys  never  went  to  jail. 

Den  of  Thieves,  by  James  B.  Stewart, 
front-page  editor  of  The  Wall  Street 


Journal,  is  by  far  the  best  and  most 
important  of  the  three,  and  it  seems  like- 
ly to  become  the  definitive  account  of 
the  Levine-Boesky-Milken  tale.  Packed 
with  scenes  of  high  drama,  the  narrative 
often  moves  at  breakneck  speed.  It  con- 
tains no  major  bombshells,  largely  be- 
cause Stewart  and  various  Journal  col- 
laborators already  have  reported  so 
much  of  the  story.  But  it  does  offer  a 
wealth  of  fascinating  minutiae,  especial- 
ly concerning  the  government's  relent- 
less campaign  to  pressure  Drexel  em- 
ployees and  other  witnesses  into  giving 


cent  nonfiction  books,  Thieves  is  a 
are-there  narrative  that  makes  a 
use  of  reconstructed  quotes.  Yet  i 
art  discloses  little  about  where  the  i 
mation  came  from  or  how  reliable 
Still,  because  he  seems  to  have  inti 
knowledge  of  the  states  of  mind  of 
individuals  but  not  others,  one  can 
which  ones  he  talked  with.  Key  soi 
seem  to  be  Siegel,  Drexel  Chief  E 
tive  Frederick  H.  Joseph,  most  ol 
Drexel  and  Boesky  employees  who 
granted  immunity  by  the  governr 
and  the  prosecutors.  Either  because 
refused  or  weren't  asked,  most  oi 
book's  central  characters,  including 
vine,  Freeman,  Boesky,  and  Milken 
parently  did  not  talk  with  Stewart 
Perhaps  inevitably,  Stewart  tenc 
treat  those  he  interviewed  much 
favorably  and  sympathetically 
those  he  didn't.  Prime  examples  oi 
former  are  prosecutors.  A  lawyer 
author  of  a  previous  book  on  pro; 
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evidence  against  Milken.  Anyone  who 
still  believes  that  Milken's  crimes  were 
careless,  almost  accidental  slips  over  the 
line  will  be  disabused.  Stewart  shows 
convincingly  that  Milken  acted  deliber- 
ately. His  efforts  to  cover  his  tracks 
when  the  feds  started  closing  in  make  it 
clear  he  knew  he  was  guilty. 

Stewart's  account  of  Goldman,  Sachs 
&  Co.  arbitrageur  Robert  Freeman  is 
especially  damning.  After  steadfastly 
maintaining  his  innocence,  Freeman 
eventually  pleaded  guilty  to  one  minor 
count  of  insider  trading.  Stewart  re- 
counts in  elaborate  detail,  however,  how 
Freeman  and  Marty  Siegel,  the  govern- 
ment's main  witness  against  Freeman, 
routinely  traded  illegal  tips  for  several 
years. 

For  all  its  vivid  details,  the  credibility 
of  Thieves  is  marred  by  questions  about 
whether  Stewart's  relationship  with  his 
sources  colored  the  book.  Like  many  re- 


tors,  Stewart  was  evidently  aided  ir 
numerous  Journal  scoops  by  sourc< 
or  allied  with  the  government.  Thi 
reads  like  the  case  for  the  prosecu 
Stewart  exaggerates  evidence  ag£ 
the  bad  guys  while  giving  short  shri: 
criticism  of  the  prosecutors'  tactics. 

Nowhere,  for  instance,  does  Ste\ 
mention  the  government's  ill-conce 
pursuit  of  James  Sherwin,  former  j 
chairman  of  GAF  Corp.,  for  alleged  s 
manipulation.  After  two  mistrials  at 
jury  conviction  that  was  overturnec 
appeal,  prosecutors  gave  up  last  Aug 
And  Stewart  dismisses  in  a  sentence  ; 
government's  embarrassing  decisioi 
drop  its  two-year  probe  of  former 
der,  Peabody  &  Co.  arbitrageurs  F 
ard  B.  Wigton  and  Timothy  L.  Tabc 

The  most  telling  example  of  Stew; 
propensity  to  ignore  or  bury  informa 
at  odds  with  his  argument  is  the  wa; 
handles  the  two-week  hearing  hek 
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1990  before  Federal  Judge  Kimba  M. 
Wood  prior  to  her  sentencing  of  Milken. 
A  kind  of  minitrial,  it  was  the  only  test 
of  the  government's  case  in  open  court. 
The  prosecutors  requested  the  hearing 
to  demonstrate  that  Milken's  crimes 
were  far  broader  and  more  serious  than 
the  six  charges  to  which  he  had  pled 
guilty,  most  of  which  related  to  his  con- 
spiracy with  Boesky.  By  this  time,  the 
government  had  the  benefit  of  millions 
of  pages  of  Drexel  documents  assem- 
bled over  several  years  as  well  as  the 
cooperation  of  more  than  a  dozen  of  Mil- 
ken's closest  associates  who,  having  ne- 
gotiated plea  bargains,  had  every  moti- 
vation to  disclose  dirt  about  Milken. 
Although  Wood  found  that  Milken  had 
obstructed  justice  in  connection  with  the 
Boesky  arrangement,  she  dismissed  all 
of  the  other  allegations. 

Her  findings  poke  a  sizable  hole  in 
Stewart's  thesis  that  Milken  was  the  piv- 
otal figure  in  what  he  calls  "the  greatest 
criminal  conspiracy  the  financial  world 
has  ever  known."  So  how  does  he  deal 
with  the  hearing?  Like  an  attorney  pre- 
paring a  brief.  He  relegates  it  to  a  foot- 
note in  the  back  of  the  book.  Milken 
lawyer  Alan  Dershowitz  is  mounting  an 
elaborate  attack  on  the  book's  alleged 


errors  and  distortions  that  will  include 
challenging  Stewart  to  a  debate. 

It  may  be  years,  if  ever,  before  we 
know  the  extent  of  Milken's  criminality. 
He  more  or  less  controlled  the  junk-bond 
market  for  many  years,  which  gave  him 
a  great  ability  to  set  prices.  He  main- 
tained his  power  through  sometimes-in- 
cestuous relationships  with  junk  buyers 
that  were  nourished  by  dubious  quid  pro 
quos.  Yet  so  far,  despite  plenty  of  asser- 
tions, there  is  little  conclusive  evidence 
of  serious  wrongdoing  beyond  his  ar- 
rangement with  Boesky.  Stewart  men- 
tions a  lawsuit  by  the  Federal  Deposit 
Insurance  Corp.  asserting  that  Milken's 
activities  were  a  major  cause  of  the  sav- 
ings and  loan  crisis.  But  only  a  handful 
of  S&Ls  held  large  junk  portfolios.  Over- 
all, only  2°A  of  the  ravaged  industry's 
assets  were  invested  in  junk. 

Eagle  on  the  Street,  by  Steve  Coll  and 
David  A.  Vise  of  The  Washington  Post, 
plows  much  of  the  same  ground  as 
Thieves.  In  addition  to  recounting  the 
Levine-Boesky-Milken  saga,  much  less 
effectively  than  Thieves,  it  offers  a 
broad  portrayal  of  the  Securities  &  Ex- 
change Commission's  activities  during 
the  1980s.  Much  of  its  plodding  and  dif- 
fuse narrative  analyzes  John  Shad,  a 


former  vice-chairman  of  E.  F.  Hutt 
Co.  and  longtime  Wall  Streeter 
served  as  SEC  chairman  from  L9S 
1987.  Its  central,  not  very  surpri 
thesis  is  that  because  of  his  backgn 
Shad   felt  that  wrongdoing  on 
Street  was  much  less  widespread 
the  SEC's  staff  believed.  Althoug. 
sought  to  quash  few  major  cases 
was  less  than  enthusiastic  about  i 
of  the  SEC's  enforcement  actions 

Eagle,  though,  overreaches  wh< 
blames  Shad  for  many  of  the  at 
that  afflicted  the  Street.  Had  there 
"more  balanced  regulation  of  tak< 
financing,  disclosure,  and  trading 
tices"   in   the   early   1980s,  the 
claims,  "there  would  have  been  les;  tesi 
lice  work  for  the  agency's  enforce]  i 
division  to  do  later."  While  that's  s 
what  true,  it's  also  true  that  very 
regulators  in  the  early  1980s  anticir  ■ 
how  egregious  the  decade's  exce  p 
would  turn  out  to  be. 

Inside  Out,  Dennis  Levine's  self-: 
ing  account  of  his  decline,  fall,  and 
bilitation,  is  occasionally  engrossin 


not  very  illuminating.  Too  much  of  ; 
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book  retells  his  involvement  in  nu 
ous  takeover  deals,  an  apparent  att(  ■ 
to  show  how  important  an  investi  jcs.; 
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le  was.  The  best  sections  de- 
'  he  recruited  his  network  of 
■urces  and  how  he  slipped  into 
ivity  one  small  step  at  a  time, 
ventually  became,  he  says,  an 
trading  junkie,"  unable  to  re- 
"adrenaline  rush"  of  another 

1  their  reportage,  these  books 
a  frustratingly  constrained 
of  the  sins  of  the  '80s.  Most 
buses  involved  misbehavior  by 
nstitutions.  Levine,  Boesky, 
ken  essentially  acted  indepen- 
though  Stewart  asserts  that 
rms,  such  as  Goldman  Sachs, 
.lied  probes  of  their  employ- 
wart  argues  that  when  individ- 
ide  on  inside  information  or 
ate  stocks,  "our  confidence  in 
erlying  fairness  of  the  market  is 
ed."  Still,  the  direct  damage 
small.  Judge  Wood  calculated 
estor  losses  from  the  crimes  Mil- 
nitted  were  only  $318,082. 

financial  crimes  that  flourished 
the  decade  were  far  more  injuri- 
>ader,  and  more  chronic.  Most  no- 
the  S&L  debacle.  Although  it  may 
ih  colorful  dramatis  personae  as 
and  Milken,  its  scope  dwarfs  the 
reet  scandals:  The  mess  may  cost 
lie  $500  billion.  Already,  661  peo- 


^Jther  '80s  financial 
abuses — including 
the  S&L  mess  and 
BCCI's  activities 
— were  more  harmful 


pie  have  been  convicted.  Lazy  and 
crooked  regulators  and  other  govern- 
ment officials  are  almost  as  much  to 
blame  as  s&L  executives. 

Less  publicized,  but  also  far  more  im- 
mediately damaging  to  investors  and  in- 
vestor confidence  than  Milken's  crimes, 
have  been  the  penny-stock  rings.  Many 
of  the  firms  involved  have  been  wholly 
criminal  enterprises  committed  to  de- 
frauding the  public.  Recent  revelations 
about  the  Treasury  market  suggest  that 
Salomon  Brothers  Inc.'s  misdeeds  may 


have  been  part  of  a  conspiracy  by  sev- 
eral firms  to  rig  that  market.  The  no- 
torious Bank  of  Credit  &  Commerce 
International  corrupted  hundreds  of 
government  officials  around  the  world 
and  bilked  investors  and  depositors  of 
billions  of  dollars. 

What's  more,  some  of  the  most  out- 
rageous Wall  Street  abuses  were  per- 
fectly legal.  No  one  went  to  jail  when 
investment  bankers  conspired  with 
chief  executives  to  engineer  ill-consid- 
ered leveraged  buyouts  that  not  only 
damaged  shareholders  but  subjected 
companies  to  ruinous  debt  payments. 

The  book  that  should  be  written 
about  the  '80s  would  link  financial 
malfeasance  to  the  even  broader  pat- 
tern of  political  corruption  that 
thrived  during  the  Reagan  years,  a 
time  of  laissez-faire  and  easy  morality 
that  gave  us  such  atrocities  as  the  Iran- 
contra  scandal — and  led  to  over  a  hun- 
dred Administration  officials  being 
forced  to  leave  office.  Den  of  Thieves, 
Eagle  on  the  Street,  and  Inside  Out  are 
useful  morality  tales.  But  they  are  only 
the  first  step  in  understanding  why  we 
went  wrong  and  what  we  need  to  do 
about  it. 

BY  CHRIS  WELLES 
Senior  Editor  Welles  has  been  following  the 
Levine-Boesky-Milken  saga  since  1986. 
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Economic  Viewpoint 


STAGNANT  POLITICS, 
STAGNANT  ECONOMY 


BY  PAUL  CRAIG  ROBERTS 


E 


The  fatal  problem  of 
American  political 
life  is  that  both 
parties  are  in  thrall 
to  organized  interest 
groups  whose 
dominance  depends 
on  keeping  aspiring 
newcomers  from 
creating  wealth 
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conomic  policy  is  paralyzed  because  both 
political  parties  are  trapped  in  their  re- 
spective conventional  wisdoms.  The 
Democrats,  the  party  of  income  redistribu- 
tion, are  gearing  up  to  run  against  "the  ex- 
cesses of  the  1980s"— the  only  successful  decade 
most  Americans  can  remember.  Their  pre- 
scription for  a  lackluster  economy  is  an  ex- 
tension of  unemployment  benefits  and  higher- 
taxes  on  the  rich. 

The  Republican  Establishment  is  equally  ir- 
relevant. Mesmerized  by  the  budget  deficit,  it 
abandoned  Reagan's  high  ground  on  economic 
growth,  focusing  instead  on  deficit  reduction, 
which  it  believes  is  the  path  to  lower  interest 
rates  and  economic  prosperity.  Last  year's 
budget  agreement,  engineered  by  Budget  Di- 
rector Richard  G.  Darman,  epitomizes  this 
thinking.  President  Bush  abandoned  his  plan  to 
reduce  the  capital-gains  tax  rate  and  his 
pledge  not  to  raise  taxes,  and  he  attacked  the 
deficit  with  higher  taxes.  Predictably,  the  def- 
icit reached  record  highs  as  the  economy  stum- 
bled. Worried  about  the  economy,  the  White 
House  is  again  debating  a  "growth  package." 

Americans  want  opportunities  to  succeed. 
They  can't  get  them  from  Democrats,  who 
want  to  supply  dependent  voters  with  hand- 
outs and  excuses  for  failure.  Republicans  talk 
a  better  game  about  individual  responsibility 
but,  sans  Ronald  Reagan  and  Jack  Kemp,  are 
not  very  aggressive  about  raising  the  ladder  of 
economic  opportunity.  Entrepreneurial  capi- 
talism is  as  unwelcome  among  the  Republi- 
can corpocracy  as  on  the  liberal  plantation. 

With  nowhere  to  look  for  leadership,  the 
economy  is  languishing.  Characteristically, 
Bush  responded  to  Democrats'  proposal  to  ex- 
tend unemployment  benefits  by  promising  to 
do  the  same  thing— but  for  a  shorter  period. 
BAILOUT  BILLS.  Meanwhile,  savings  and  loan 
associations,  banks,  and  insurance  companies 
continue  to  be  pulled  down  by  the  sharp  hike 
in  the  capital-gains  tax  that  sent  commercial 
real  estate  into  a  tailspin.  Multibillion-dollar 
bailout  bills  are  piling  up  on  taxpayers,  while 
Democrats  whine  that  a  lower  capital-gains 
tax  would  benefit  the  rich,  and  Republicans 
complain  that  it  would  worsen  the  deficit. 

The  fatal  problem  of  American  politics  is 
that  both  parties  are  status  quo  parties  in 
thrall  to  organized  interest  groups  whose  con- 
tinuing dominance  depends  upon  keeping  as- 
piring newcomers  from  succeeding  in  life.  Dur- 
ing a  short  period  from  the  late  1970s  to  the 
mid-1980s,  innovative  politicians  working  with 
supply-side  economists  broke  the  U.  S.  econo- 
my out  of  its  organized  failure  by  expanding 
access  to  capital.  The  1980s  saw  a  revival  of 
the  animal  spirits  that  created  new  wealth— 


along  with  20  million  jobs— while  big-con 
payrolls  shrank.  As  Professor  Glenn  Ya 
the  State  University  of  New  York  at  i 
Brook  shows  in  his  newly  released  0 
University  Press  book,  Junk  Bands,  high 
issuers  "accounted  for  82%  of  job  growth 
publicly  owned  companies  between  198( 
1986"— Mike  Milken's  high-flying  years 

Milken  did  the  economy  so  much  go( 
had  to  be  locked  away,  along  with  Rea 
supply-side  policies.  Threatened  politic; 
tablishments  have  hammered  a  decade  < 
pansion  to  a  halt  with  regulation,  new  t 
monetary  policy,  and  prosecutions  of  "gi 
hotshots"— Treasury  Secretary  Nicholas  Br 
description  of  America's  entrepreneur 
truth  be  known,  both  parties  are  reveli 
the  excesses  of  the  1980s  to  justify  re 
tion  that  protects  the  status  quo  by  lockir 
portunity  out  of  the  economy. 
recast  the  debate.  The  paradox  in  the  cu 
political  setup  is  that  the  Democrats  n< 
forceful  advocate  of  opportunity  like 
Kemp  more  than  the  Republicans  do.  Th 
publicans  don't  want  him,  and  the  Demo 
need  him  to  make  them  nationally  compe 
again  by  replacing  welfare  with  opporti 
Kemp  is  right  that  the  capital-gains  tax 
on  opportunity— not  on  wealth— and  thu 
nies  capital  to  those  who  need  it,  not  to 
who  have  it. 

If  the  U.  S.  economy  is  to  prosper 
party  or  the  other  must  rework  the  fai 
debate  and  recast  it  in  terms  of  empow 
people  with  capital.  Supply-sider  Jude 
niski  stresses  that  giving  income  to  the 
doesn't  solve  their  problem.  They  need 
to  capital  so  that  they  can  create  wealth 
best  way  to  help  the  long  shots  in  the  e 
my  is  to  abolish  the  capital-gains  tax. 

We  already  know  that  the  Democrats 
nomic  model  is  bankrupt.  Welfare  state 
collapsing  everywhere— even  in  the  sta 
Michigan,  which  has  just  eliminated  its 
eral-assistance  welfare  program  for  able-b 
adults.  And  now,  Budget  Director  Darm 
proving  that  the  Republican  Establishm 
wrong  to  claim  that  a  tax  hike,  not  eco 
growth,  is  the  key  to  deficit  reduction, 
high  deficits  mean  high  interest  rates 
that  low  interest  rates  are  the  key  to  i 
ment  and  prosperity. 

The  collapse  of  communism  calls  fo 
resurgence  of  entrepreneurial  capitalism 
U.  S.  needs  a  political  party  that  will 
the  Establishment  and  special-interest  gi 
to  keep  the  economy  open  to  opportunity, 
absurd  for  the  self-anointed  "fairness"  pai 
fight  for  a  high  capital-gains  tax  rate.  A  tj 
opportunity  is  the  least  fair  tax  of  all. 
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BY  GENE  KORETZ 


WHY  UNCLE  SAM'S 
RISING  DEFICIT  ISN'T 
IGNITING  THE  ECONOMY 


B 


'deficit  is  spinning  out  of  control.  Al- 
though the  final  figures  for  fiscal  1991 
are  not  yet  in.  most  estimates  put  the 
number  at  about  $275  billion— far  above 
the  previous  record  shortfalls  of  $220 
billion  recorded  in  fiscal  1986  and  1990. 

The  picture  looks  even  more  ominous 
in  the  year  ahead.  Just  a  few  short 
months  ago,  both  the  Administration 
and  the  Congressional  Budget  Office 
raised  their  projections  of  the  fiscal  1992 
deficit  by  some  S68  billion— to  S348  bil- 
lion and  S362  billion  respectively. 

On  the  surface,  the  saving  grace  in 
this  coming  torrent  of  red  ink  should 
be  a  tonic  effect  on  the  economy,  since 


FISCAL  POLICY  WILL  LOSE 
SOME  OF  ITS  KICK 


FISCAL  YEARS 


I  PROJECTIONS  BASED 
ON  CURRENT  BUDGET 
AGREEMENT 


20Q    THE  MORE  THE  DEFICIT  GROWS  THE  GREATER  THE  STIMULUS 

A  BILLIONS  OF  DOLLARS 

•ADJUSTED  TO  EXCLUDE  EFFECTS  OF  BUSINESS  CYCIE  AS  WELL  AS  OUTLAYS 
FOR  DEP05IT  INSURANCE  AND  ALLIED  CONTRIBUTIONS  FOR  GULF  WAR 

DATA  CONGRESSIONAL  BUDGET  OFFICE 


deficits  generally  are  regarded  as  stim- 
ulative. But,  as  economists  well  know,  it 
is  not  the  nominal  budget  deficit  that 
measures  the  thrust  of  fiscal  policy.  To 
the  extent  that  budget  deficits  always 
rise  during  recessions  as  tax  revenues 
decline  and  spending  for  such  items  as 
unemployment  benefits  accelerates,  they 
have  little  impact  on  economic  activity. 
It's  only  when  one  removes  the  auto- 
matic impact  of  cyclical  changes  on  the 
budget  that  the  potential  stimulative  ef- 
fect of  fiscal  policy  becomes  clear. 

The  so-called  standardized  employ - 
m<  nl  deficit  does  just  that.  To  calculate 
this  measure,  the  cbo  has  also  removed 
borro  ving  outlays  for  deposit  insurance 
from  federal  expenditures,  since  these 
are  simply  reinjected  into  the  credit 
markets  and  don't  affect  overall  demand. 

Whai  the  CBO's  cyclically  adjusted  def- 
icit shows  is  ihat  the  budget  was  mildly 


stimulative  in  fiscal  1991.  But  most  of 
the  huge  increase  in  the  nominal  deficit 
in  the  year  ahead  appears  to  reflect  the 
combined  impact  of  the  recession  and 
the  thrift  bailout.  The  standardized  def- 
icit is  projected  to  widen  only  slightly  in 
the  current  fiscal  year  (chart),  providing 
little  fiscal  stimulus  or  restraint. 

Other  measures  support  this  assess- 
ment. Economist  Douglas  Lee  of  Wash- 
ington Analysis  Corp.  likes  to  remove  in- 
terest expenses  from  the  standardized 
deficit,  for  example,  because  interest 
outlays  "tend  to  be  recycled  in  the  cred- 
it markets,  whereas  government  spend- 
ing on  goods  and  seiwices  has  a  strong 
multiplier  effect  on  the  economy."  Such 
an  adjustment  produces  a  budget  sur- 
plus of  S39  billion  in  fiscal  1990.  which 
declines  to  S20  billion  in  both  fiscal  1991 
and  1992.  In  short,  says  Lee.  "it  points 
to  modest  stimulus  in  fiscal  1991,  fol- 
lowed by  neutrality  this  year." 

The  standardized  employment  deficit 
as  a  percent  of  gross  national  product 
tells  a  similar  story.  According  to  the 
CBO,  this  measure  jumped  from  2.6%  of 
GNP  in  fiscal  1990  to  3%  last  year  but 
will  rise  almost  imperceptibly,  to  3.1%,  in 
fiscal  1992.  By  contrast,  economists 
Robert  Giordano  and  Edward  McKelvey 
of  Goldman,  Sachs  &  Co.  point  out  that 
the  cyclically  adjusted  deficit  has 
widened  by  an  average  1%  of  GNP  dur- 
ing the  first  year  of  five  of  the  past  six 
l'ecoveries. 

"The  economy  is  missing  its  usual 
dose  of  fiscal  steroids  in  this  recovery." 
say  Giordano  and  McKelvey.  "Although 
there  are  rumblings  of  strength,  and  we 
believe  that  real  GNP  could  rise  by  4%  in 
the  next  four  quarters,  it's  unclear  how 
much  the  lack  of  fiscal  stimulus  will 
hamper  growth." 


AS  WANING  IMPORTS 
BOOST  JAPAN'S 
TRADE  SURPLUS . . . 


Japan-bashers  who  decry  the  nation's 
growing  trade  surplus  are  missing 
the  boat,  according  to  economist  Albert 
Edwards  of  Kleinwort  Benson  Securi- 
ties Ltd.  in  London.  To  be  sure.  Japan's 
trade  surplus  has  exploded,  to  S9.8  bil- 
lion in  September— 42%  above  its  year- 
earlier  level.  But  Edwards  points  out 
that  this  is  largely  the  result  of  shifting 
exchange  rates  and  domestic  weakness, 
which  is  depressing  imports. 

Export  numbers  tell  the  story.  Al- 
though Japanese  exports  in  September 
were  6.9%  above  September.  1990.  in 
dollars,  they  were  nearly  flat  when  mea- 
sured in  yen  and  in  volume  terms.  Dol- 
lar exports  are  up  mainly  because  the 


dollar  has  been  sharply  lower  tht 
year-earlier  level.  But  Edwards  be 
that  this  currency  effect  is  waning. 
Japan's  domestic  economy  enterin 
cession  and  interest-rate  cuts  lik 
foster  yen  weakness,  he  predicts 
any  rise  in  the  trade  surplus  in  th 
ahead  will  be  "solely  a  function  of 
domestic  demand  for  imports." 


...  ITS  APPETITE 
FOR  SOME  U.S.  GOODS! 
IS  GROWING 


Economist  Joseph  Quinlan  of  Sea 
Service  Inc.,  a  container-shii 
company,  notes  that  in  bulk-vo 
terms,  the  U.  S.  is  enjoying  a  gro 
trade  surplus  with  Japan.  Indeed,  I 
timates  that  U.  S.  ocean  shipmen 
Japan  will  exceed  those  from  Jap 
the  States  by  some  250,000  40-foot 
tainers  this  year. 

So  why  is  America  still  runni' 
huge  S40  billion  ti'ade  deficit  with  J 
U.  S.  exports  "are  generally  skew 
ward  high-volume,  lowr-value  goods 
as  farm  and  forest  products,"  e: 
Quinlan,  "while  Japan  has  been  str 
lower-volume,  high-value  items. 


SOARING  MEDICAL 
COSTS:  NEW  NUMBER!! 
SAME  STORY 


Recession  or  no  recession,  the  na 
health  care  bill  keeps  growing 
Health  Care  Financing  Administr 
estimates  that  total  health  care  spe; 
rose  by  10.5%  last  year  for  the 
year  in  a  row.  hitting  $666.2  billioi 
12.2%  of  gross  national  product— ai 
time  record.  It  also  reports  that 
three-quarters  of  the  rise  in  per-c< 
health  expenditures,  from  S1.063  in 
to  S2.566  in  1990,  reflected  inflsj 
rather  than  increases  in  the  volum 
quality  of  services.  Over  the 
decade,  health  care  prices  have  jun 
about  50%  faster  than  overall  inflat 
Working  Americans  have  beer 
particularly  hard.  Benefits  consu 
Hay  Huggins  &  Co.  estimates  that 
annual  cost  of  health  insurance  f 
tvpical  employee  and  family  jumpe< 
409%  from  1980  to  1991,  to  84,464, 
employees  shouldering  a  growing  pa 
this  bill.  According  to  Hay  'Huggins 
typical  corporate  employee  with  fa 
coverage  is  now  paying  more 
S1.300  for  health  insurance  out  of  po< 
compared  with  S150  in  1980— and 
doesn't  include  outlays  for  higher 
ductibles  and  co-payments. 


)i 
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Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that  -  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 
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All  business  travelers  have  days 
when  they  get  hung-up  in  traffic. 
Bounced  around  at  the  airport. 
Beat  to  the  last  cab.  Only  to  go  a 
few  rounds  with  a  client. 

That's  when  it's  nice  to  have 
an  Omni  Hotel  in  your  corner. 
Because  we  fully  understand  the 
rigors  of  life  on  the  road.  As  a 
matter  of  fact,  we  have  exactly 
i  akes  to  get  you  back  into 
shape.  And  for  less  than  you'd 


expect  from  an  Omni  Hotel. 

Each  Omni  provides  every  con- 
venience for  conducting  business. 
Including  the  best  business  loca- 
tions. But  more  importantly,  we 
provide  a  soothing  experience 
sure  to  rejuvenate  your  spirit. 
With  big,  comfortable  rooms, 
gourmet  dining  and  attentive, 
gracious  service. 

Plus  as  a  Select  Guest  Club 
member,  you  can  enjoy  additional 


privileges  such  as  priority  room 
availability,  accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee  and 
the  morning  paper  delivered  with 
your  wake-up  call,  express  check- 
out and  more. 

At  Omni  Hotels,  we  firmly 
believe  that  even  if  we  can't  fight 
your  next  battle  for  you,  we  don't 
want  to  send  you  back  into  the 
ring  with  a  tender  jaw. 


Omni  Hotels 

For  Reservations  Call  Your  Travel  Agent  Or 


1'800*THE-OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Ixtapa,  Mexico 
Hong  Kong 
Singapore 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


j  WINTER  BREAK  BY  CONSUMERS 
I  )ULD  PUT  THE  RECOVERY  ON  ICE 


I 


ti 


Jhe  recovery  is  entering  a  critical  period.  Most  econ- 
omists agree  that  the  upturn  is  five  or  six  months 
old,  but  the  data  portray  an  economy  that  is — at 
—just  keeping  its  head  above  water.  The  numbers 
ugh  yearend  will  show  whether  it  sinks  or  swims, 
le  third-quarter  report  on  gross  national  product 
iki  look  seaworthy.  Real  GNP  is  generally  expected  to 
i  risen  about  8%,  at  an  annual  rate,  following  a  0.5% 
in  the  second  quarter.  The  lift  came  from  consumer 
iding,  housing,  and  a  slower  pace  of  inventory  liqui- 
m — a  plus  for  GNP.  The  economy  might  have  grown 
l  more  than  forecasters  expect,  depending  on  the 
of  the  slowdown  in  inventory  cutting. 

However,  the  monthly  and 
weekly  data  through  the  quar- 
ter tell  a  more  downbeat  story. 
Consumer  spending  and  hous- 
ing began  last  quarter  on  the 
upbeat,  but  by  quarter's  end, 
consumer  buying  had  weak- 
ened, and  housing  had  failed  to 
build  on  its  earlier  gains.  That 
trailing  off  could  spell  weak- 
ness for  fourth-quarter  GNP. 
That's  a  big  reason  why  the 
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NEW  FILINGS  FOR  STATE 
UNEMPLOYMENT 
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h  Administration  is  looking  into  various  strategies — 
tiding  tax  cuts — to  prod  the  economy.  It's  also  why 
letary  policy  at  the  Federal  Reserve  remains  biased 
ard  lower  interest  rates. 

ven  with  the  recent  cuts  in  the  federal  funds  rate, 
latest  economic  data  give  the  Fed  plenty  of  excuses 
sase  policy  further.  In  September,  retail  sales  were 
?warm.  Producer  prices  supplied  a  very  favorable 
ling  on  inflation,  and  in  late  September,  the  M2  mea- 
9  of  the  money  supply  fell  again. 
Jso  in  late  September,  initial  claims  for  unemploy- 
it  insurance  rose.  The  four-week  average  of  claims 
been  drifting  up  after  falling  from  April  to  July 
irt).  That's  another  sign  that  the  recovery  may  be 
ng  momentum. 


WALL 
ALLETS 


IG  The  immediate  concern  is  consumers,  who 

PPETITES,    supplied  the  spark  that  pulled  the  econo- 
my out  of  recession.  Their  optimism  sur- 
rounding the  end  of  the  gulf  war  fueled  a 
st  of  spending,  especially  for  cars  and  homes,  which 
3d  factory  orders,  output,  and  employment.  However, 
latest  numbers  suggest  that  consumers  might  have 
m  too  much,  too  fast. 

'he  failure  of  the  recovery  to  take  hold  means  that 


consumers'  finances  have  not  recovered  as  fast  as  their 
appetite  for  goods  and  services.  Job  markets  have  not 
strengthened  very  much,  which  means  that  incomes  and 
confidence  in  the  future  are  dragging. 

Retail  sales  in  September  were  less  than  impressive 
despite  a  strong-looking  0.7%-  increase.  The  gain  was 
fueled  by  a  3%  jump  in  sales  of  new  autos.  However, 
most  of  those  cars  were  bought  by  companies,  especially 
car-rental  agencies,  and  not  by  consumers.  Excluding  car 
buying,  other  retail  purchases  edged  up  just  0.1%  last 
month  after  falling  0.2%<  in  August. 

Most  retail  categories  exhibit- 
ed a  zigzag  pattern.  Purchases 
of  building  materials,  furniture, 
general  merchandise,  and  gro- 
ceries all  rose  in  September  af- 
ter falling  in  August.  Apparel 
and  drugstore  receipts  dropped 
last  month  after  no  change  in 
August.  Only  gas  stations  man- 
aged back-to-back  advances, 
and  that  likely  reflected  rising 
prices,  not  a  gain  in  volume. 


RETAIL  VOLUME 
MOVES  SIDEWAYS 
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In  fact,  after  adjusting  for  inflation,  real  retail  sales 
have  gone  nowhere  since  May  (chart).  In  the  third  quar- 
ter, real  sales  were  up  by  only  1%  from  the  second 
quarter  at  an  annual  rate.  And  they  remain  below  their 
pace  of  a  year  ago. 

Since  hitting  bottom  in  January,  inflation-adjusted  con- 
sumer spending  on  both  goods  and  services  has  risen 
nearly  twice  as  fast  as  aftertax  incomes.  At  the  same 
time,  households  are  devoting  more  of  their  income  to 
paying  off  debt,  and  their  savings  are  down  to  a  pit- 
tance. Consumers  might  need  a  breather  in  the  fourth 
quarter.  If  they  take  one,  the  recovery  will  surely  suffer. 


|  NEW-CAR      Judging  by  car  sales,  October  consumer 
SALES  spending  didn't  get  off  to  a  very  good 

I  start.  After  corporate  buying  lifted  late- 

IB  STALLED  September  car  sales,  new  domestically 
made  autos  sold  at  an  annual  rate  of  only  5.5  million  in 
early  October.  That  pushes  car  purchases  back  to  their 
dismal  pace  of  the  first  20  days  of  September. 

Car  sales  reached  a  high  for  the  year  in  July,  at  6.8 
million,  but  since  then,  they  have  trailed  off.  They  dipped 
to  6.1  million  in  August  and  edged  up  to  6.3  million  in 
September  before  hitting  the  sour  note  in  early  October. 

Slumping  car  sales  may  be  an  early  sign  that  consum- 
ers are  about  tapped  out  as  they  head  into  the  fourth 
quarter — and  the  holiday  buying  season  so  crucial  to 
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retailers.  Weak  car  buying  also  raises  doubts  about  auto 
production  this  quarter.  If  sales  don't  pick  up,  fourth- 
quarter  output  plans  will  have  to  be  scaled  back,  and 
that  would  undercut  GNP  growth. 

If  consumers  pull  back  broadly,  businesses  will  have 
little  incentive  to  lay  in  new  stockpiles  of  goods.  And 
without  inventory  rebuilding,  the  production  and  employ- 
ment rebounds  in  manufacturing  will  fall  flat. 

Production  gains  during  the 
summer  caused  a  sharp  slow- 
down in  the  pace  of  inventory 
liquidation.  Business  inventories 
dipped  0.1%  in  August,  to  $806.2 
billion,  after  holding  steady  in 
July,  but  that  followed  much 
larger  cuts  of  0.6%  in  both  May 
and  June.  Adjusted  for  infla- 
tion, inventories  continued  to 
decline,  but  the  cuts  were  small- 
er (chart). 


COMPANIES  KEEP 
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The  swing  from  a  big  decline  in  inventories  in  the 
second  quarter  to  a  smaller  decline  will  add  handsomely 
to  third-quarter  GNP.  But  if  consumer  demand  fails  to 
boost  ordering  in  the  coming  months,  factory  output  and 
inventory  building  won't  provide  much  help  for  fourth- 
quarter  GNP. 

FOOD  AND  Even  if  economic  growth  isn't  performing 
ENERGY  as  strongly  as  it  typically  does  during  the 
COSTS  early  stages  of  recovery,  at  least  inflation 

ARE  TAME  jg  following  its  usual  path — downward. 
Producer  prices  of  finished  goods  were  up  by  a  mere 
0.1%  in  September,  and  when  food  and  energy  prices  are 
taken  out,  they  were  flat. 

Some  of  the  best  inflation  news,  however,  is  coming 
from  food  and  energy.  In  the  third  quarter,  the  whole- 
sale cost  of  food  dropped  by  a  6.6%  annual  rate— the 
biggest  decline  in  15  years.  Energy  prices  rose  in  August 


GOODS  INFLATION 
IMPROVES  SHARPll 


and  September,  but  they  remain  below  their  pace  o 
year  ago,  when  the  Iraqi  invasion  of  Kuwait  sent 
prices  soaring.  In  particular,  gasoline  and  heating  oil 
24%  cheaper  than  they  were  a  year  ago. 

Improvement  in  inflation  at  the  wholesale  level  1 
been  fairly  sharp— and  it  goes  far  beyond  food 
energy.  Prices  of  finished  goods,  excluding  those 
items,  rose  by  only  3%  in  the  past  12  months.  In  Janu 
they  were  rising  by  4.1%'  (chart). 

Moreover,  inflation  has  become  almost  nonexistent! 
the  prices  paid  by  manufacturers  for  supplies  and  cnl 
materials.  Costs  of  intermediate  supplies  and  materi! 
excluding  food  and  fuel,  were  flat  in  September  M 
stand  slightly  below  their  level  of  a  year  ago.  Crul 
materials  prices  fell  by  0.9%'  in  September,  and  they  hJ 
dropped  some  10.2%  during  the  past  year. 

The  sluggish  pace  of  econom- 
ic growth  is  causing  a  reversal 
of  some  earlier  price  increases. 
The  housing  recovery,  for  ex- 
ample, which  started  in  the  first 
quarter,  began  to  lose  steam  in 
the  summer.  And  the  costs  of 
construction  materials  weak- 
ened in  the  third  quarter  after 
rising  at  a  3.6%'  annual  rate  in 
the  three  months  before  that. 

The  fall  in  the  cost  of  input 
materials  reduces  some  of  the  price  pressures  on 
makers  of  finished  consumer  and  capital  goods.  Til 
means  inflation  should  remain  under  control  into  199| 

In  one  important  sense,  however,  the  bright  outloj 
for  inflation  is  a  direct  result  of  the  abnormally  wej 
growth  in  demand  that  has  robbed  the  recovery  of 
expected  buoyancy.  The  immediate  problem  is  thatj 
consumers  fail  to  maintain  their  spring  and  sumrrl 
spending  pace,  the  economy  may  not  be  able  to  st 
afloat  in  the  turbulent  waters  that  lie  ahead. 
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FEDERAL  BUDGET 


Tuesday,  Oct.  22,  2  p.m. 
The  federal  government  will  end  fiscal 
1991  with  a  $13  billion  deficit  in  Septem- 
ber, say  economists  surveyed  by  MMS 
International,  a  unit  of  McGraw-Hill  Inc. 
Washington  will  post  a  1991  deficit 
>2  2  billion — shattering  the  previous 
!  of  $221  billion  set  in  1986.  The 
thrift  bailout,  and  Persian 
imbined  to  cause  the  deterio- 
ral       In  September,  1990,  the  govern- 
ment had  a  $20.8  billion  surplus. 

CARSMSS  

Wednesday,  Oct.  23 

New  domestically  made  cars  likely  sold 
at  an  annual  rate  of  about  6  million  in 


the  middle  10  days  of  October.  That 
would  be  a  gain  from  the  pitiful  5.5  mil- 
lion pace  of  the  first  10  days,  and  it 
suggests  that  car  sales  for  all  of  Octo- 
ber will  be  at  their  lowest  monthly  rate 
since  April.  Despite  the  end  of  the  reces- 
sion in  the  spring,  consumers  still  have 
not  raised  their  spending  by  much.  Un- 
less car  buying  picks  up,  auto  production 
is  sure  to  be  cut  below  its  already  mod- 
est pace  for  the  fourth  quarter. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Oct.  24,  8:30  a.m. 
New  filings  for  state  unemployment-in- 
surance benefits  are  likely  to  increase  to 
an  annual  rate  of  about  440,000  for  the 
week  ended  Oct.  12.  Jobless  claims  have 
been  on  the  rise  since  late  June  despite 


the  recession's  end  in  the  spring.  In 
last  week  of  September,  they  rose 
5,000,  to  435,000.  The  expected  incre; 
in  unemployment  claims  suggests  tl 
the  jobless  rate  for  October  will 
from  September's  6.7%  rate. 

DURABLE  GOODS  ORDERS 


Thursday,  Oct.  24,  8:30  a.m. 
The  MMS  economists  expect  little  chan 
in  the  level  of  orders  taken  by  durab 
goods  manufacturers  in  September.  ( 
ders  had  fallen  3.9%  in  August  after 
record  gain  of  11.7%  in  July.  The  expe 
ed  flatness  in  new  orders  suggests  lit 
change  in  the  level  of  unfilled  orders  1 
September.  The  backlog  rose  0.2%  in  A 
gust  and  1.6%  in  July  after  falling 
each  of  the  previous  four  months. 
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When  it  comes  to  managing  personal 
mances,  new  Microsoft  Money  can  keep 
virtually  anyone  out  of  the  doghouse. 


For  most  people, 
managing  personal  fi- 
nances usually  falls  in 
the  category  of  dog  aw- 
ful. And  that's  why  Don 
Schulze,  proprietor  of 
"Shultzy'sJ'  started  us- 
ng  new  Microsoft  Money  for  Windowsr 
because  when  it  comes  to  keeping  track  of 
inances,  Money  makes  it  fast  and  easy 
And  since  you  can  view  things  by 
•xpense  type,  you'll  easily  see  where  your 
noney  is  going.  Which  means  that  now  all 


Money  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


of  your  accounts— checking,  savings,  loans, 
credit  cards,  etc —become  manageable. 

Furthermore,  Money  is  Windows- 
based,  so  it  works  less  like  a  computer  and 
more  like  you.  Take  our  checkbook  meta- 
phor as  an  example:  it  not  only  works  like  a 
regular  checkbook,  it  looks  like  one,  too. 

Right  now  get  a  $5*  check  in  the  box. 
Call  (800)  541-1261,  Department  T50.  And 
take  the  bite  out  of  managing  your  finances. 

Microsoft 


Iffer  expires  4/.it)/9^  or  lehile  supplus  last  Lmul  one  per  customer  Offer  good  only  m  Ike  50  United  Stales.  ©  1991  Microsoft  Corporation.  Alt  ngkts  reserved.  Printed  m  the  USA.  Inside  Ike  SO  United  Stales,  catt  1800)  5411261.  Dept.  75ft  outside  tke  Sr» 
"''<•  Stales.  '""  '•**>' ft*-**/  C  «</«wn  ii  Canada.  e  all  tut  HI)  5634048  Microsoft  ami  111,  Microsoft  logo  are  registered  trademarks  and  Wmdnes  B  a  trademark  of  Microsoft  Corporation  Companies  names  and  Jala  used  in  screens  and  sample  output 
tfictlttms  unless  olkennsc  noted  Shulteyi  and  Don  Schuliei  names  used  talk  permission. 
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At  Kraft  Gem 
Foods  Inc.,  the  h 
are  buzzing  ab 
Anita  F.  Hill,  Clare 
Thomas,  and  whate 
went  on  between  th  ■ 
"Everybody's  talk  i 
about  this.  All  levels,  men,  women, 
erybody,"  says  Stephanie  Kovner 
Kraft  associate  promotion  manager. 
American  Telephone  &  Telegraph  i 
Chairman  Robert  E.  Allen  distributee 
electronic  memo  assuring  employ 
that  AT&T  takes  sexual  harassment  s 
ously.  Included  was  a  statement  of 
company's  policy.  And  at  Unisys  Co 
Chief  Economist  Everett  M.  Ehrlich  s 
Hill's  claims  of  sexual  harassment 
Thomas  "struck  a  chord"  with  womei  - 
his  office.  As  a  result,  Ehrlich  says,  ' 
eryone — and  that  probably  inclu 
me — has  had  a  moment  when  the} 
searched  their  own  souls." 

Yes,  everyone,  especially  human  r< 
tions  specialists,  has  an  opinion  ab 
Hill  vs.  Thomas  (page  33).  And  in  Wif "! 
ington,  the  political  reverberations 
echo  long  after  Thomas'  52-48  confiri 
tion  to  the  court  on  Oct.  15  (page 
But  the  riveting  testimony  over  sex  ,ar  ^s 
harassment  will  probably  leave  the  m 
indelible  mark  on  companies.  "Irrevc 
bly,  this  is  a  workplace  issue.  No  on< 
now  going  to  say  that  sexual  hare 
ment  is  an  interpersonal  problem — t 
companies  shouldn't  be  involved,"  Si  fsi 
Freada  Klein,  a  Cambridge  (Mass.)  c  i  f 
sultant  on  sexual  harassment. 
more  subtle.  A  revolution  in  the  law 
sexual  harassment  underlies  all  the  h 
bub  over  Thomas  and  Hill.  It  was 
recently  as  1980  that  the  Equal  Empl 
ment  Opportunity  Commission  first  id 
tified  two  types  of  sexual  harassm( 
Companies  easily  understand  the  ol 
ous  kind:  Sleep  with  me,  honey, 
you're  fired.  But  they  often  don't  qifw* 
get  the  murkier,  second  form:  host 
environment  harassment.  Here,  as  in 
Thomas   affair,   questionable  behav 
may  be  subtle  and  cumulative,  rang 
from  lewd  jokes  to  nude  calendars 
even  obsessive  staring.  Now,  courts 
ruling  that  the  conduct  has  to  be  judg 
not  by  the  old  "reasonable  man"  n 
but  from  the  eyes  of  a  "reasonable  wc 
an."  And  they're  stretching  the  def 
tion  of  a  hostile  environment  so  fast  t 
many  employers  can't  keep  up. 

The  focus  on  sexual  harassment  1  is 
reaffirmed  changes  already  made  h\ 
such  companies  as  Du  Pont  and  Corni  ! 
(page  32).  Prompted  by  sweeping  coi  thai 
rulings  and  the  need  to  cut  attrit 
among  women,  these  companies  lat 
have  made  combating  sexual  hara  '• 

ment  a  top  priority.  Now,  such  paces 

 .  » 


t  and 

i"  say 


p  an; 


are  using  the  news  to  drive  home 
■  messages. 

gital  Equipment  Corp.,  for  one,  has 
idy  had  a  couple  of  requests  from 
agers  looking  to  refresh  employees 
is  policies,  says  Ronald  C.  Glover, 
orate  personnel  policy  manager.  He 
that  one  manager  said:  "  'Gee,  it's 
a  while  since  I've  given  managers 
ling.'  "  At  DEC,  these  training  pro- 
ds cover  cases  drawn  from  actual 
ents.  Managers  "want  to  take  this 
n  opportunity  to  re- 
*ce  the  message," 
Glover. 

nailer  corporations 
even  law  firms  are 
ling  to  sexual  ha- 
ment  consultants 
ing  advice  on  how 
it  up  grievance  pro- 
ires  or  expand  train- 
sessions.  One  caller 
:hed  consultant 
n  on  Sunday  after- 
1,  right  in  the  mid- 
)f  the  hearings,  and 
,  her  on  the  line  for 
lour.  And  managers 
Houston-based  Con- 
ine, are  taking  the 
e  seriously.  "I  cer- 
ly  had  my  aware- 
3  heightened  to 
:e  sure  that  the  en- 
nment  is  conducive 
ly  employees'  enjoy- 
lt  and  advance- 
it,"  says  John  W. 
er,  Conoco's  chief 
rgy  analyst.  "The 
rings  will  improve 
companies  follow 
sexual  harassment 
rges." 

vasive.  Some  of  the 
lzy  stems  from  the 
)gnition,  made  clear 
the  ugliness  of  the 
vised  hearings,  that 
h  a  private  issue 
sn't  belong  in  public 
ims,  including  court- 
ms.  "Both  sides 
Klein  says,  citing 


such  accounts.  In  a  new  poll,  the  Nation- 
al Association  for  Female  Executives 
found  that  53%  of  the  1,300  members 
surveyed  were  sexually  harassed  or 
knew  someone  who  was. 

As  personnel  department  staffers  fret 
over  curbing  sexual  harassment,  em- 
ployees are  also  struggling.  Lurking  be- 
hind their  spirited  lunchroom  debates  is 
mass  confusion  over  how  to  conduct 
themselves.  More  and  more,  this  bewil- 
derment is  revealing  itself  in  "funny 


HOW  TO  DEAL  WITH  SEXUAL  HARASSMENT 


CURB  IT... 


Draft  and  circulate  to  all  employ- 
ees a  strong  policy  that  precisely 
defines  such  conduct  and  warns 
that  it  can  bring  punishment 
Remind  employees  periodically 
that  top  management  is  commit- 
ted to  fighting  sexual  harassment 
Hold  training  seminars  that  sensi- 
tize workers  to  the  issue  through 
videos,  lectures,  or  role-playing 
Set  up  dispute-resolution  mecha- 
nisms that  permit  private  com- 
plaints of  harassment  and  bypass 
immediate  supervisors,  who  are 
often  the  alleged  offenders 


...RESOLVE  DISPUTES 

►  Investigate  harassment  claims 
just  as  thoroughly  when  manage- 
ment is  involved  as  when  lower- 
level  workers  complain 

►  Keep  the  matter  entirely  confi- 
dential 

►  If  appropriate,  discipline  with  a 
warning  letter,  suspension,  demo 
tion,  transfer,  or  discharge  de- 
pending on  the  severity  of  the 
conduct 

►  Ensure  no  retaliation  against  the 
complainant  no  matter  the  out- 
come 

DATA.  REXON,  FREEDMAN.  KLEPETAR  8.  HAMBLETON,  BW 


Role-playing:  One 
way  Du  Pont  Is 
addressing  the 
issue  of  sexual 
harassment  is 
through  an 
educational 
program  call 
A  Matter 
of  Respect 


•ed  reputations,  sinking  morale,  and 
er  fallout.  Instead,  companies  should 
as  on  prevention  and  handle  com- 
nts  quickly,  quietly,  and  without  ret- 
ition  (table). 

Imployers  are  also  waking  up  to  the 
t  that  sexual  harassment  not  only  ex- 
but  is  pervasive.  Whether  you  be- 
Anita  Hill  or  not,  several  other 
inen  testified  before  the  Senate  that 
or  colleagues  had  been  harassed, 
reover,  more  extensive  surveys  back 


ways,"  says  a  New  Jersey-based  AT&T 
manager,  Michele  K.  Masterfano.  She 
recounts  how  a  female  colleague  put  her 
hand  lightly  on  a  man's  shoulder.  Sud- 
denly, another  woman  rushed  up  and 
said:  "Oh  no,  don't  do  that."  And  a  fe- 
male systems  analyst  at  a  large  Hart- 
ford insurer  says:  "In  my  office  now  if 
we  women  say  something  that  could  be 
misconstrued  as  sexist,  the  guys  pop  up 
and  say,  'That's  sexual  harassment' " 
Will  Hill's  courage  embolden  others  to 


speak  out?  At  Gannett  Co.,  women  have 
already  stepped  forward  as  victims  of 
sexual  harassment,  says  Senior  Vice- 
President  for  Personnel  Madelyn  P.  Jen- 
nings. In  the  week  ended  Oct.  14,  9to5, 
National  Association  of  Working  Wom- 
en, logged  nearly  1,200  calls  to  its  hot- 
line— about  triple  the  usual  volume. 
■backlash.'  But  others  remember  the 
"character  assassination"  of  Hill,  a  ten- 
ured law  professor  at  the  University  of 
Oklahoma.  "If  Anita  Hill  can't  win  it, 
who  can?"  asks  Peggy 
Garrity,  a  Los  Angeles 
lawyer  who  handles 
sexual  harassment 
cases.  She  adds  that  the 
hounding  of  Hill  over 
why  she  didn't  leave 
when  the  alleged  ha- 
rassment got  bad  sends 
a  message  that  women 
who  don't  like  the  situa- 
tion should  quit. 

Take  the  case  of  Dr. 
Frances  K.  Conley,  a 
neurosurgeon  and  pro- 
fessor at  Stanford  Uni- 
versity Medical  School. 
In  a  publicized  incident, 
Conley  last  summer 
quit  over  sexual  harass- 
ment. Weeks  later,  she 
returned  after  the  dean 
promised  to  seek  a  new 
department  head.  She 
says  the  Thomas  affair 
will  produce  "a  back- 
lash on  the  part  of  men. 
Women's  complaints 
will  be  trivialized, 
deemed  unimportant." 

To  sensitize  workers, 
Du  Pont  holds  work- 
shops that  aim  to  have 
a  man  and  woman  as 
leaders.  "One  of  the 
most  compelling  mes- 
sages of  this  is  how  dif- 
ferently men  and  wom- 
en perceive  these 
issues,"  says  Faith  A. 
Wohl,  work  force  part- 
nering director. 
The  Thomas  affair 


may  prove  a  milestone  if  companies  keep 
addressing  sexual  harassment,  if  more 
workers  speak  out,  if  offenders  repent. 
Conley,  who's  been  through  it,  takes  a 
dimmer  view:  "A  golden  opportunity,  a 
golden  moment  has  passed.  I  believe 
women  will  retreat  into  that  mode  of 
silence,  which  they  believe  is  expected  of 
them."  Others  hope  she's  wrong. 
By  Michele  Galen  in  New  York,  with  Joseph 
Weber  in  Philadelphia,  Alice  Z.  Cuneo  in 
San  Francisco,  and  bureau  reports 
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SEXUAL  HARASSMENT 


CONSCIOUSNESS-RAISING 
AMONG  'PLAIN  OLD  WHITE  BOYS' 


Corning  gets  high  marks  for  its  frank  talk  about  the  sexes  at  work 


Coming's  managers 
called  them  boomerang 
sessions.  In  the  1970s, 
executives  assembled 
in  workshops  and  were 
warned  that  any  sexu- 
ally harassing  state- 
ments made  to  underlings  could  come 
back  to  haunt  them.  Corning  Inc.'s  first 
attempts  to  combat  sexual  abuse  were 
reinforced  with  written  rules.  Among 
them:  no  girlie  posters  on  company 
walls. 

Some  might  say  it  was  an  enlightened 
policy  hack  then.  But  when  women  be- 
gan quitting  in  droves  in  the  early  1980s, 
complaining  of  an  inhospitable  environ- 
ment, Corning  figured  it  needed  to  take 
gender  issues  much  more  seriously. 
Now,  the  company  wins  plaudits  for  its 
treatment  of  women.  Catalyst,  a  New 
York  advocacy  group, 
i  hose  (  'urning  as  one  of 
only  Jour  companies  to  re- 
vive n-  award  for  "com- 
mitment to  women." 

Although  it  won't  dis- 
statistics  on  sexual 
h  -ment  complaints, 
Con  f  seems  to  be  mak- 
ing n  -urable  progress. 
Attrition  f.mong  salaried 
women    has  plummeted 


from  16.2%  in  1987  to  only  slightly  high- 
er than  its  2.6%  rate  for  men.  The  num- 
ber of  managers  with  salaries  of  $45,000 
or  more  who  are  women  has  risen  to 
11.7%  from  4.9%  in  the  same  period. 
pay  gaps.  Coming's  efforts  began  in 
1986,  when  the  exodus  of  women  and 
blacks  reached  new  highs.  In  departure 
interviews,  the  two  groups  consistently 
said  they  felt  their  careers  were  limited. 
Chairman  James  R.  Houghton  respond- 
ed with  a  quota-based  affirmative-action 
plan  designed  to  advance  women  and  mi- 
norities more  quickly.  The  effort  result- 
ed in,  among  other  things,  Coming's 
antiharassment  programs. 

A  committee  of  11  senior  executives, 
called  a  quality  improvement  team,  sur- 
veyed women  employees  to  uncover 
their  most  common  complaints.  Along 
with  lack  of  career  support,  unequal 


EX 


THE  APPROACH  AT  CORHIHG 


Employees  suffering  from  sexual  harassment  are  advised  to: 


ITell  the  harasser  that  the  behavior  is  offensive,  explaining  how  it 
made  you  feel  and  how  it  has  affected  your  work  and  career 

2 If  the  problem  continues  despite  your  efforts,  bring  the  situation 
to  the  attention  of  management 

Take  part  in  any  investigation.  If  you  don't  want  the  harasser  or 
witnesses  to  know  your  name,  then  there  may  be  no  formal  action 


3 


pay,  and  lack  of  child-care  progra 
were  charges  of  sexual  harassment, 
the  committee  set  up  child-care  and  p 
time  hours,  analyzed  pay  gaps,  and  j 
ated  a  mandatory  training  program 
all  salaried  employees.  Another  corm 
tee  developed  formal  procedures  emp 
ees  and  managers  should  follow  in  se 
al  harassment  cases  (table).  Says  Dal 
M.  Cross,  Coming's  director  of  diverd 
"For  us  it  was  a  cost  of  doing  busing 
There  were  artificial  barriers  result^ 
in  many  employees  being  underutilized 
Individual  divisions  at  Corning,  aw 
of  top  management's  efforts,  devekr 
their  own  workshops  on  myriad  gen 
issues.  A  group  of  scientists  in  Cornir 
labs,  for  example,  developed  a  videot 
with  reenactments  of  comments  of 
heard  in  the  labs.  "Better  not  give  t 
math  problem  to  Sue — it's  too  complii 
ed  for  a  woman,"  says  one  insensil 
man.  Sandra  L.  Gray,  a  scientist 
helped  with  the  video,  reports  that  ai 
every  lab  employee  had  seen  the  vie 
some  harassment  stopped.  "Many  n 
have  changed  their  attitudes,"  she  sa 
'VERY  THREATENING.'  A  similar  worksl  '  = 
is  being  developed  in  the  finance  dep: 
ment  but  only  after  some  soul-search 
among  white  male  managers.  Contro 
Richard  B.  Klein  held  a  meeting 
what  he  called  POWs — plain  old  wl 
boys — after  word  leaked  out  about  C 
ning's  affirmative-action  plans.  "1 
was  very  threatening  at  first,"  he  sa 
Corning  has  infused  employees  wit 
heavy  dose  of  consciousness-raising, 
when  specific  complaints  of  sexual 
rassment  are  made,  it  has  no  magic 
swer.  Company  policy  offers  workers 
ternative  routes  for  bringing  charg 
including  confidential  outside  cons 
tants.  But  roadblocks  can  appear  if 
victim  wants  confidentiality.  Corning 
ten  won't  take  action  without  a  full 
vestigation.  Says  Corning  consult; 
Muriel  K.  Lazar  of  Harbridge  House 
Northbrook  (111.)  firm  that  specializes 
gender  questions:  "These  are  extrem 
scary  issues,  and  there  are  still 
lot  of  women  who  are  reluctant  to  co 
forward." 

Despite  Coming's  new  reputation  a 
leader,  Chairman  Houghton  is  the  fi 
to  admit  his  approach  is  not  flawle 
"Do  we  still  have  a  lot 
discrimination?  Sure," 
told  BUSINESS  week  earl  • 
this  year.  "Is  there  s 
sexual  harassment?  YfSl 
It's  a  slow  process, 
as  companies  wrestle  w 
sexual  harassment  in 
wake  of  the  Thomas  aff; 
they  might  want  to  tak 
long  look  at  Corning 


By  Geoffrey  Smith  in  Bos;  1 
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K  EXPERTS  SUGGEST  WAYS 
NEGOTIATE  THE  MINEFIELD 


s 

ivei 
usi 


i  essentials:  Confidentiality  and  careful  fact-finding 


There's  one  thing  sup- 
porters of  Clarence 
Thomas  and  Anita  F. 
Hill  would  probably 
agree  on:  how  poorly 
the  Senate  investigat- 
ed the  matter.  "Many 
in  resource  managers  would  have 
a  lot  more  knowledgeable  about 
'.ling  this  bombshell,  "  says  Arlene 
son  of  the  Conference  Board.  So 
VESS  WEEK  asked  some  human  re- 
ze  specialists,  along  with  other  ex- 
|  what  they  would  have  done  had 
ffair  unfolded  in  a  workplace. 

ia  Klein,  management  consultant. 
Associates,  Cambridge,  Mass.: 

t  thing,  before  the  investigation,  try 
range  a  separation  of  the  accuser  and 
ccused:  'Anita,  how  about  visiting  an 
field  office  for  a  while?'  A  company 
■  gets  in  trouble  by  asking  what  a 
lainant  wants  and  then  trying  to  ac- 
aodate  her.  And  you  want  to  avoid 
ning  the  accused. 

n  unsubstantiated  case  is  merely  two 
gent  stories,  neither  of  which  can  be 
rmed.  In  that  instance,  say  to  the  ac- 
'We've  interviewed,  followed  your 
we're  not  saying  we  disbelieve 
but  we  can't  take  definitive  action, 
is  know  of  further  occurrences  or  of 
etaliation.' 

ay  the  same  thing  to 
iccused,  adding:  'We 
a  duty  to  investigate, 
re  cleared.  Bear  in 
however,  that  if  we 
mother  complaint,  we 
have  to  take  it  more 
usly.' 

f  it  were  a  chronic,  se- 
case,  there  should  be 
ublished  announce- 
t:  Everyone  should 
v  we've  had  com- 
ts,  we've  investigat- 
ve've  taken  such-and- 
action.    But  all 


Did  anyone  see  you  crying  or  hear  loud 
voices?'  Ask  witnesses  first  if  they'd  seen 
any  evidence  of  sexual  harassment  with- 
out mentioning  names.  Then,  get  specific, 
asking  about  the  victim.  Then,  mention 
the  alleged  harasser. 

"Then,  confront  the  harasser.  Again, 
first  ask  in  general  terms:  'Ever  ask  any- 


'If  it  were  a 
chronic,  serious 
case, there 
should  be  a 
published 
nnouncement' 


accuser  change  her  career  path  because 
she  may  have  been  harassed?  As  for  the 
accused,  if  you  move  him,  you  may  just  be 
moving  the  problem  to  another  work 
group.  We'd  try  to  resolve  the  issue  by 
making  sure  he  understands  our  sexual 
harassment  policy  and  what  is  appropriate 
and  what's  not.  We'd  do  it  verbally  but 
would  put  a  notice  in  his  personnel  file,  in- 
dicating he'd  had  this  review." 

Michael  J.  Hoare,  plaintiffs'  lawyer,  St. 
Louis: 

"Were  this  a  court  case,  it  would  turn  on 
Hill's  credibility,  coupled  with  her  prior 
consistent  statements  to  her  four  witness- 
es. Judge  Thomas  would  not  be  allowed  to 
bring  in  witnesses  who'd  say  they'd  not 
witnessed  what  Hill 
claimed.  If  I  were  advising 
a  company,  I'd  have  to  ad- 
vise them  the  prognosis  is 
not  favorable. . . .  They'd 
pay  a  lot  of  money  to  get 
rid  of  this  case." 


EADA  KLEIN 

onsultont,  Klein  Associates 


one  here  out,'  etc.  Only  then  do  you  men- 
tion specific  names. 

"The  action  taken  depends  on  the  per- 
son's seniority.  Often,  it's  apparent  that 
harassment  is  indicative  of  poor  manage- 
ment skills  and  ability  to  deal  with  people 
in  general.  You  might  recommend  a  demo- 
tion and/or  sensitivity  training.  Whatever 
the  action,  don't  treat  it  differently  from 
any  other  sort  of  move.  If  the  employee  is 


'First, 

we  appoint 
an  investigative 
team — 
one  man, 
one  woman' 

FAITH  A.  WOHL 

Du  Pont  Work  Force 
Partnering  Director 


out  identifying  the  harasser." 

ieth  H.  Kirschner,  management  attor- 
Breed,  Abbott  &  Morgan,  New  York: 

!  speed  and  response  of  an  employer 
rucial.  An  immediate  investigation 
dd  occur,  in  logical  sequence, 
'd  first  take  the  victim's  statement, 
for  any  documentary  evidence  or  cor- 
rative  evidence:  'Did  you  tell  anyone? 


terminated,  just  say  it  was  'for  violation 
of  our  policies.'  " 

Darlene  Siedschlaw,  director  Equal  Employ- 
ment Opportunity/Affirmative  Action  Com- 
pliance, US  West: 

"If  you  can't  specifically  say  it  did  or 
didn't  happen,  we  would  leave  the  parties 
in  place.  Frankly,  moving  people  is  the 
last  thing  you  should  do.  Why  should  the 


Faith  A.  Wohl,  director 
of  work-force  partnering, 
Du  Pont: 

"Here,  it  would  all  happen 
in  a  totally  confidential 
way,  with  the  information 
strictly  limited  to  those 
who  need  to  know.  First, 
we  appoint  an  investigative  team — one 
man,  one  woman.  Preferably,  they  don't 
know  the  parties.  They  talk  first  to  the 
complainer,  then  to  the  harasser.  In  be- 
tween, they  talk  to  witnesses:  observers, 
people  in  a  similar  position  to  the  victim, 
people  who  know  one  or  both  parties. 
They  try  to  develop  a  mosaic  of  informa- 
tion. ...  At  the  end,  the  investigators  take 
it  to  the  line  managers.  Management  then 
makes  decisions,  with  recommendations 
from  human  resources.  Possible  courses 
of  action:  dismissal,  demotion,  transfer — 
or  penalizing  compensation.  There's  no 
cookbook  for  this,  but  clearly,  it's  seen  as 
a  performance  issue.  And  it  goes  in  the 
harasser's  file  for  one  year." 

Janet  Andre,  vice-president  of  advisory 
services.  Catalyst,  New  York: 

"If  the  behavior  were  just  beginning,  or 
had  happened  three  or  four  times,  I'd  just 
take  him  aside  and  tell  him  to  cut  it  out.  If 
he  continued  once  he  was  informed  it  was 
offensive,  there  would  be  intermediate 
steps:  no  bonus,  not  getting  promoted.  If 
the  behavior  continued  over  a  period  of 
time,  and  several  others  complained,  then 
that  would  be  grounds  for  dismissal. 

"Don't  put  it  in  the  corporate  newslet- 
ter. But  top  management  should  know 
why  steps  were  taken,  and  tell  everyone 
involved  what  the  resolution  was.  The 
grapevine  will  take  care  of  the  rest." 

By  Troy  Segal  in  New  York,  with  Zachary 
Sch  ille  r  in  Clevel a  n  d 
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SEXUAL  HARASSMENTI 


BUSH  MAY  HAVE  WON  MORE 
THAN  A  NEW  JUSTICE 


By  splitting  blacks  and  feminists,  the  Thomas  fight  hurt  the  Democrats 


The  strategy  is  typical 
of  George  Bush.  After 
a  bruising  fight  to  get 
Clarence  Thomas  a 
seat  on  the  Supreme 
Court,  the  President 
ordered  his  aides  to  re- 
sist gloating  and  to  adopt  what  one  close 
adviser  terms  a  "thoughtful,  soothing" 
approach  in  victory. 

There's  more  underpinning  the  strate- 
gy than  Bush's  noblesse  oblige.  The 
Thomas  fight  has  fueled  pub- 
lic disgust  with  the  Democrat- 
ically controlled  Congress. 
And  it  has  split  the  Democrat- 
ic coalition,  estranging  blacks 
and  feminists.  But  the  Repub- 
licans have  problems,  too.  The 
party,  already  deeply  divided 
over  abortion  rights,  must 
now  defend  itself  against 
charges  that  it  is  insensitive 
to  the  concerns  of  working 
women. 

'lynching.'  Democrats  have 
limped  away  from  the  fight 
with  the  most  serious 
wounds.  Black  activists  and 
feminist  groups  are  two  of 
the  party's  most  reliable  con- 
stituencies. Both  began  united  in  opposi- 
tion to  the  nomination.  But  faced  with  a 
charge  of  sexual  harassment,  Thomas 
accused  his  opponents  of  a  "high-tech 
lynching."  The  tactic  rallied  black  sup- 
port to  his  side,  muzzled  his  Democratic 
inquisitors,  and  left  women's  groups 
fuming  that  they  had  been  abandoned. 
Unless  the  rift  can  be  mended,  the  Dem- 
ocrats will  have  a  tough  time  pushing  a 
civil  rights  bill  through  Congress  and 
passing  other  key  domestic  legislation. 


The  episode  also  raised  serious  ques- 
tions about  whether  either  women's 
groups  or  black  organizations  have 
many  followers.  After  the  Senate  voted 
52-48  to  confirm,  feminist  leaders  such 
as  Kate  Michelman  of  the  National 
Abortion  Rights  Action  League  vowed 
revenge  at  the  ballot  box.  "The  calls  we 
are  getting  indicate  that  folks  will  not 
forget  this,"  said  Claudia  Withers  of  the 
Women's  Legal  Defense  Fund.  Trouble 
is,  polls  showed  that  women  supported 
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Thomas  nearly  as  strongly  as  men  and 
were  equally  inclined  to  believe  him  over 
Hill  (charts). 

Civil  rights  groups  have  worse  prob- 
lems. Led  by  NAACP  Executive  Director 
Benjamin  Hooks,  they  made  the  defeat 
of  Thomas  a  top  priority  but  watched 
helplessly  as  the  majority  of  blacks 
swung  behind  Thomas.  Blacks,  who  in- 
creasingly suspect  that  the  Democratic 
Party  takes  their  support  for  granted, 
are  saying  they  will  pursue  an  indepen- 


dent course  to  defend  their  own  ii 
ests.  "I  don't  want  to  be  nobody's  a 
mative-action  nigger,"  declares  Tho 
supporter  Polly  Williams,  a  Democi 
state  representative  who  ran  Jesse  J 
son's  1988  Presidential  campaign  in 
consin.  "The  whites  have  their 
agenda  for  helping  us.  We  got  lo<  :" 
into  the  liberal  agenda." 

The  leaders  of  mainline  civil  right' 
ganizations  have  still  more  probl<  £ 
They  always  identify  themselves 
the  concerns  of  the  poor.  But  the 
lions  of  Americans  who  tuned  in  to 
Thomas  hearings  saw  a  Black  Amt 
that  heretofore  existed  mainly  in 
rhetoric  of  Reaganites:  Upwardly  m( 
black  professionals,  those  who 
about  case  law,  drive  expensive  cai 
and  are  skeptical  about  many  of 
goals   of  the   civil   rights  movem 
While  this  group  of  upscale  black 
still  tiny,  its  prominence 
ing  the  Thomas  heari 
"gives  new  legitimacy  to 
black  Republican  consei  i:' 
tives,"  says  Democratic 
ster    Stanley  Greenbc 
"They  matter 'now.  They  h  ff 
a  new  profile." 

As  if  the  Democrats  di  I* 
have  enough  to  worry  ab 
there's  the  spreading  per 
tion  that  their  inept  hand 
of  the  Thomas  matter  has 
creased  the  chances  for  v<  *' 
retaliation  against  incumbc 
next  fall.  "The  Democrats, 
ter  a  dozen  years  in  the  '■ '!' 
derness,  have  reached  a  p  nee 
of  strategic  disarray  that  t  -; 
simply  can't  overcome,"  observes  Rs  ;  ' 
Whitehead,  a  political  expert  at  the  I : 
versity  of  Massachusetts.  Coming  on 
heels  of  disclosures  about  House  m  - 
bers  bouncing  checks  and  running  T  - 
huge  restaurant  tabs,  the  spectacle  it ; 
fuel  the  grass-roots  movement  to  li  <  ' 
legislators'  terms.  "It's  one  more  log 
the  bonfire  for  voters  who  think  C 
gress  can't  do  anything  right,"  lameB 
Democratic  pollster  Geoffrey  Garin. 
One  reason  Republicans  can't  afffi -: 


A  LOOK  AT  THE  POLITICS  OF  DIVISION 


Do  you  approve 
approve  of 
the  way  George 
Bush  is  handling 
his  job  as 
President? 


MEN  WOMEN 


30  - 


I      I      I  I 


Clarence  Thomas  lias 
been  charged  with 
sexual  harassment  by 
Anita  Hill,  and  he  has 
denied  the  charges. 
Who  do  you  believe  is 
telling  the  truth?* 


MEN  WOMEN 


OCI 


APRIL 

'90 


JUNE 

'91 


stn 

91 


Based  on  what  you 
now  know,  do  you  think 
the  Senate  should  or 
should  not  confirm 
Clarence  Thomas' 
nomination  to  the 
Supreme  Court?* 


CLARENCE 
THOMAS 


ANITA 

Hill 


NEITHER,  BOTH, 
OR  DON!  KNOW 


DAB   .  .  ."  DENIZATION,  COMPILED  BY  ROPEP  CENTFR  FOR  PUBLIC  OPINION  USA  RHMf 


•  POLL  CONDUCTED  ON  THE  EVENING  OF  SUNDAY,  OCT  13,  WITH  A  TOTAL  SAMPLE  OF  758  ADULTS,  INCLUDING  204  BUG 
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3  be  smug  about  the  Democrats' 
mfort  is  that  the  GOP  faces  its  own 
jzvous  with  the  divisive  politics  of 
er.  With  antiabortion  forces  clamor- 

0  overturn  the  1973  Roe  vs.  Wade 
ion  and  the  Supreme  Court  packed 

conservatives,  some  party  strate- 
fear  a  backlash.  Many  Republican 
sn  activists  and  officeholders  are 
;nding  that  the  1992  GOP  platform 
strident  antiabortion  language, 
're  threatening  a  floor  fight  at  the 
nating  convention  in  Houston, 
the  court  strikes  down  Roe,  abor- 
rights  would  have  to  be  settled  in 
;ress  and  50  state  legislatures.  Polls 
a  clear  majority  of  the  public  fa- 
abortion  rights,  and  Republicans 
serious  defections,  especially  among 
en,  if  the  issue  boils  over.  "We  have 
lion  of  becoming  the  majority  par- 
says  Mary  Dent  Crisp,  chair  of  the 
onal   Republican   Coalition  for 
^e.  "But  as  long  as  the  party  takes 
[anti-choice]  position,  it  will  never 
;ve  that  goal." 

OF  the  boys?  For  all  his  efforts  to 
above  the  fray,  Bush  didn't  emerge 
athed  from  the  brawl  over  Thomas. 
)lls  taken  just  before  the  controver- 
xploded,  the  President  had  nearly 
?d  the  "gender  gap"  in  his  approval 
g  that  had  opened  during  the  gulf 
By  brushing  off  Anita  Hill's 
ges  against  Thomas  as  a  "smear," 

1  "may  have  reinforced  the  impres- 
that  he  doesn't  understand  women, 
one  of  the  boys,  standing  with  the 
,"  concedes  one  GOP  strategist. 

>th  parties  may  react  to  the  Thomas 
ir  by  trying  to  appear  more  sensitive 
omen's  concerns.  "In  the  next  few 
cs,  you  won't  be  able  to  find  a  Dem- 
t  or  Republican  lawmaker  who 
n't  have  his  name  on  a  bill  that 
Id  toughen  laws  against  sexual  ha- 
ment,"  says  Jane  Danowitz  of  the 
rtisan  Women's  Campaign  Fund.  In 
tion,  parental-leave  legislation  could 
a  bit  of  a  boost  (page  47). 
le  most  lasting  impact  of  the  Thom- 
uel  may  be  on  the  politics  of  race, 
the  1992  campaign  gets  started, 
locrats  are  preparing  to  depict 
rge  Bush  as  a  calculating  promoter 
acial  resentment.  They  will  point  to 
GOP's  1988  "Willie  Horton"  ads  and 
assail  the  President's  veto  of  civil 
ts  legislation  as  proof  that  Bush 
.s  to  divide  in  order  to  conquer. 
y  steadfastly  backing  a  black  jurist 
nst  a  political  "lynching"  at  the 
is  of  liberal  interest  groups,  howev- 
the  President  has  given  himself  a 
ial  shield  against  this  line  of  attack, 
upshot:  Bush  may  not  be  quite  as 
erable  on  the  domestic  front  as 
locrats  had  hoped. 
y  Douglas  Harbrecht,  with  Tim  Smart 
Susan  B.  Garland,  in  Washington 


Commentary/by  Karen  Pennar 

WOMEN  ARE  STILL  PAID 
THE  WAGES  OF  DISCRIMINATION 


Women's 
earnings 


Thanks  to  congres- 
sional politics  and 
media  glare,  an  issue 
that  merits  serious 
attention — how  wom- 
en are  treated  in  the 
workplace — has  be- 
come the  stuff  of  high  drama  and  base 
motives.  In  the  spectacle  that  unfolded 
over  the  Columbus  Day  weekend,  ac- 
cuser and  accused  had  their  say.  Sena- 
tors professed  moral  indignation  at  ei- 
ther sexism  or  racism  or  both.  Yet  all 
the  Sturm  und  Drang  has  obscured 
some  more  funda- 
mental issues. 

It  may  be  impossi- 
ble to  prove  sexual 
harassment  in  all  but 
the  most  egregious 
of  cases,  but  the 
facts  are  clear  on 
other  forms  of  dis- 
crimination that  do 
tangible  damage. 
First,  women's  earn- 
ings still  trail  those 
of  men.  Second,  fam- 
ily-leave and  child 
care  benefits  contin- 
ue to  be  stingy. 
Long  after  the  name 
Anita  Hill  has  faded 
from  memory,  these 
economic  issues  will 
remain.  They  de- 
serve as  much  dis- 
cussion and  debate 
as  the  proper  defini- 
tion of  sexual  harassment. 

Last  year,  according  to  recent  data 
from  the  Census  Bureau,  women's 
earnings  as  a  percent  of  men's  earn- 
ings for  year-round,  full-time  workers 
in  all  occupations  was  71%.  True,  this 
marked  an  all-time  high  and  an  in- 
crease from  68%  in  1989  and  60%  a 
decade  ago.  But  the  most  recent  nar- 
rowing of  the  pay  gap  is  no  thanks  to 
rising  earnings  on  the  part  of  women. 
Instead,  it  can  be  attributed  to  three 
consecutive  years  of  declining  men's 
earnings  after  adjustment  for  inflation. 

Equally  troubling  is  the  fact  that 
large  pay  differentials  continue  to  exist 
within  job  categories  as  well  as  across 
them.  On  average,  women  who  are  ser- 
vice workers  or  managers  earn  full- 
time  pay  closer  to  60%  of  what  men 
earn  in  the  same  occupations.  And  for 
women  working  full  time,  the  prime 


THE  BIGGEST  GAPS 


Percent  of 
men's  earnings* 


SALES 

$16,986 

57% 

EXECUTIVE  &  MANAGERIAL 

25,861 

64 

TRANSPORTATION 

16,003 

65 

MACHINE  OPERATORS, 

ASSEMBLERS  &  INSPECTORS 

14,655 

66 

SERVICE  WORKERS 

12,136 

66 

ALL  OCCUPATIONS 

19,816 

71 

*Based  on  1990  median  earnings  for  year 
round,  full-time  workers 

DATA:  CENSUS  BUREAU 


earning  years  of  age  35-44  are  looking 
anything  but:  In  1990  they  garnered 
69%  of  what  their  male  peers  earned. 

There's  good  reason  to  worry  about 
women's  future  economic  status.  For 
starters,  women  running  family  house- 
holds consistently  demonstrate  poorer 
earning  power  than  men.  Fully  37%  of 
all  female-headed  families,  according  to 
the  Census  Dept.,  have  incomes  that 
rank  in  the  bottom  fifth  of  the  nation's 
income  distribution. 

And  while  most  two-income  married 
couples  fare  far  better,  with  a  median 
income  of  $46,777 
last  year,  that  figure 
was  lower  in  real 
terms  than  in  1989. 
One  possible  reason: 
the  aforementioned 
erosion  in  men's 
earnings.  Now,  as 
women  juggle  work 
and  child  care,  more 
of  them  may  choose 
to  cut  back  hours  or 
opt  out  of  the  labor 
force  entirely,  and 
married-couple  in- 
comes will  shrink 
still  further. 

If  that  happens, 
what  gradual  prog- 
ress has  been  made 
in  narrowing  pay  dif- 
ferences could  halt 
or  reverse.  When 
people  leave  or  re- 
treat from  the  work- 
force for  a  period  of  years,  it's  difficult 
for  them  to  catch  up  to  their  peers 
once  they  re-enter.  That's  understand- 
able, since  experience  clearly  helps  de- 
termine pay.  To  force  women  to  make 
a  choice  that  gives  them  an  economic 
handicap,  though,  is  not  only  discrimi- 
natory but  also  bad  business:  Employ- 
ers should  want  to  ensure  the  produc- 
tivity of  employees  they  have  invested 
in  heavily. 

At  the  very  least,  Congress  should 
muster  the  votes  to  override  President 
Bush's  expected  veto  of  the  Family  & 
Medical  Leave  Act  (page  47).  Beyond 
that,  employees  should  keep  the  pres- 
sure on  for  more  child  care  options. 
And  employers  need  to  take  a  fresh 
look  at  pay  scales.  Sexual  harassment 
is  ugly.  But  it  shouldn't  distract  us 
from  dealing  squarely  with  economic- 
injustice. 
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TYCO  TOYS  IS  SELLING  $52  MILLION  WORTH  OF  STOCK  TO  PAY  OFF  JUNK  BONDS 


THE  GREAT  AMERICAN 
DEBT  DIET 


Companies  are  rushing  to  sell  equity  or  swap  new  bonds  for  old 


▲  PERCENT 


Call  it  the  Great 
American  Workout, 
corporate  style.  Af- 
ter a  decade-long  debt 
binge,  companies  are  fi- 
nally beginning  to  ease 
the  burden.  A  flock  of 
big-time  borrowers — in- 
cluding Time  Warner, 
RJR  Nabisco,  and  Good- 
year Tire  &  Rubber — 
have  gone  to  market  in 
recent  weeks  to  reduce 
their  leverage.  It  seems  that  everyone  is 
shedding  the  unwanted  weight. 

At  a  time  when  the  economy  remains 
shaky,  that's  a  bit  of  good  news.  Until 
recent  months,  layoffs,  asset  sales,  and 
plant  closings  were  the  only  way  highly 
leveraged  companies  could  ease  their 
crushing  balance-sheet  pressures.  Now, 
the  lowest  interest  rates  in  years  and  a 
on   ious  stock  market  have  provided 
cash  for  productive  investment.  The  re- 
Milt:  the  first  real  chance  in  years  for 
mpanies  to  seize  new  business  oppor- 
lities  and  expand.  And  with  that,  the 
tion  may  be  on  the  road  to  a  long- 
8   ■    (d  improvement  in  corporate  prof- 
it:   "Co  npanies  are  breathing  a  sigh  of 
relief,"  says  Richard  Kopcke,  a  vice- 
presi  lei  i  at  the  Boston  Federal  Reserve 
Bank.  "They  won't  rush  out  and  make 


THE  IHTEREST  BITE 
GETS  SMALLER 


NET  INTEREST  AS  A  SHARE 

Of  CASH  F10W  FOR 
NONFINANCIAL  BUSINESSES 


DATA  COMMERCE  DEPT.  BW 


lots  of  new  investments. 
But  they  may  want  to  set 
themselves  up  to  take  ad- 
vantage of  the  future." 

Many  companies  are  is- 
suing new  equity  to  re- 
tire old  debt  (chart).  Tyco 
Toys  Inc.  of  Mt.  Laurel, 
N.  J.,  falls  into  that  cate- 
gory. It  sold  $52  million 
worth  of  stock  to  clear 
away  junk  bonds  issued 
in  1988  and  1989.  Others 
are  swapping  1980s  high-yield  bonds  for 
new  ones,  often  knocking  three  or  four 
percentage  points  off  the  interest  rate 
they  must  pay.  Some  companies  are  try- 
ing to  eliminate  enough  debt  to  shake 
the  regulatory  label  "highly  leveraged," 
which  these  days  is  anathema  to  banks. 
Even  some  companies  that  can't  lower 
their  rates  are  ditching 
bank  debt  for  bonds  to 
gain  longer  maturities 
and  more  tolerant  public 
investors. 

Feeding  the  market's 
appetite  for  new  stock 
are  companies  that  went 
private  in  leveraged 
buyouts.  On  Oct.  15,  Ow- 
ens-Illinois Inc.,  the  glass 
bottle  maker  acquired  in 
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BACK  IN  FASHION 
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1987  by  Kohlberg  Kravis  Roberts  &  ( 
announced  it  would  go  public  again  w 
a  stock  issue  of  up  to  $1  billion.  And 
LBOs  that  flopped?  Their  investors 
getting  new  paper,  too — usually  p 
ferred  stock  or  lower-yielding  bon 
"What's  going  on  is  a  massive  restr 
turing,"  says  Barry  Ridings,  a  managi 
director  at  Alex.  Brown  &  Sons,  a  Ba 
more  brokerage  house.  "The  market 
eating  it  up." 

The  refinancing  boom  is  still  pick: 
up  steam,  but  the  results  are  alrea 
striking.  Securities  Data  Co.,  a  W 
Street  information  service,  estimal 
that  more  than  $18  billion  in  new  paj 
was  sold  in  1991's  third  quarter  for  t 
principal  purpose  of  retiring  debt. 
welcome  trend.  The  deals  are  easi 
the  burden  of  debt  service  on  the  eco 
my.  Last  year,  interest  payments  sue 
up  more  than  40%  of  the  cash  flow 
the  nation's  nonfinancial  business^ 
That  figure  is  down  to  35%  in  this  yea 
second  quarter,  the  lowest  level  in  f 
years  (chart).  In  all,  companies  cut  int 
est  payments  by  $6  billion  in  the  first 
months  of  this  year. 

The  balance-sheet  refurbishment,  sa 
David  Resler,  chief  economist  for  Non 
ra  Securities  International  Inc.,  is  a  w 
come  trend  that  hasn't  peaked  yet.  "Tl 
is  the  first  phase  of  a  significant  b 
ance-sheet  restructuring  that  has  to  ta 
place  in  the  next  few  years,"  Res! 
says.  But,  he  warns,  the  debt  diet  woi 
give  the  economy  the  jolt  it  needs  unle? 
interest  rates  keep  dropping. 

A  fundamental  change  in  investor  tl 
havior  could  help  keep  rates  on  the  rig: 
course — and  promote  the  refinancii; 
wave.  As  short-term  rates  drop,  indivl 
uals  have  been  abandoning  money  funis 
and  certificates  of  deposit  in  favor  * 
riskier  but  higher-yielding  corporal: 
bond  funds.  As  much  as  $400  million 
month  is  flowing  into  the  funds.  It's  t 
same  with  equities.  Individual  investc 
seem  to  be  moving  back  into  the  sto 
market  for  the  first  time  in  years.  If  t 
market  rally  continues,  investors  m; 
spend  some  of  their  capital  gains,  fi 
ther  juicing  up  the  economy. 

Where  the  cash  comes  from  doesi 
matter  much  to  chief  financial  office) 
They're  just  happy  to  get  it.  "There  al 
lots  of  growth  opportui 
ties  out  there,"  says  i 
Neil  Campbell,  CFO 
Dallas-based  Republ 
Health  Corp.  "We  ne< 
to  have  the  capital 
take  advantage  of  them 
Republic  hopes  to  use  tl 
cash  flow  gained  throus 
refinancing  to  build  or  £ 
quire  additional  hospita 
Republic  was  a  class 
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"If  it  wasn't  for  my  love  of  flying,  I  wouldn't 

be  where  I  am  today  Allen  Paulson 


While  working  as  a  teenage 
ranch  hand,  Allen  Paulson  got  his  first 
exposure  to  flying.  "In  order  to  make 
extra  money,  I'd  wash  planes  for  visiting 
barnstormers,"  recalls  the  Gulfstream 
Aerospace  CEO.  "One  day  I  managed 
to  talk  one  of  the  pilots  into  taking  me 
for  a  ride.  At  about  2,000  feet,  with  the 
valley  spread  out  below  me,  I  felt  that  up 
there  in  that  plane  I  could  do  anything." 

Today,  Paulson  heads  the  world's 
largest  corporate  jet  manufacturer.  He's 
also  been  a  ground  mechanic,  a  flight 
engineer,  and  a  test  pilot.  "You  get 
a  much  better  perspective  on  things 
when  you've  learned  them  from 
the  ground  up." 

As  captain  of  a  company  team  of 
pilots,  Paulson  has  set  over  30  around 
the -world  international  speed 
records  in  the  Gulfstream  IV. 
Currently,  he  is  working  on 


developing  the  world's  first  supersonic 
business  jet.  "This  jet  is  going  to  be 
a  real  breakthrough,"  he  says.  "It's  going 
to  push  corporate  aviation  into  the 
twenty -first  century." 

Paulson's  devotion  to  precise 
engineering  and  superb  craftsmanship 
is  also  reflected  in  his  choice  of  watch. 
The  Rolex  Oyster  Perpetual.  "Rolex 
makes  watches  the  way  I  make  air- 
planes—with an  incredible  attention 
to  detail.  That's  why  my  \\I/r 
Rolex  is  such  a  perfect  ymf 


1Uk 


Rolex  Oyster  Perpetual  Datejust  in  18kt  gold  with  matching  Jubilee  bracelet. 
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LBO  flop.  It  borrowed  $556  million  in 
1986  and  was  in  bankruptcy  by  1989. 
Yet,  on  Oct.  15,  Republic  was  back  in  the 
market  with  a  massive  restructuring 
that  includes  the  sale  of  $55  million  in 
equity  to  the  Joseph  Littlejohn  &  Levy 
Fund,  a  private  investment  partnership, 
and  3  million  common  shares  to  the  pub- 
lic. The  package  will  cut  Republic's  cost 
of  capital  by  only  about  half  a  percent- 
age point,  but  the  reduction  in  overall 
leverage  will  halve  its  annual  debt  ser- 
vice to  around  $20  million. 

The  big  players  are  deleveraging,  too. 
Goodyear  Tire  &  Rubber  Co.  loaded  up 
on  debt  in  1986  in  its  successful  effort  to 
fend  off  a  takeover  attempt  by  Sir 
James  Goldsmith.  But  the  cost  of  that 
victory  was  high — last  year,  Goodyear 
paid  $328  million,  or  more  than  half  of 
its  cash  flow,  in  interest.  So,  on  Oct.  1, 
the  nation's  biggest  tire  producer  an- 
nounced it  would  sell  at  least  10  million 
new  common  shares.  The  offering 
should  cut  Goodyear's  annual  interest 
cost  by  nearly  $28  million.  And  the  finan- 
cial cleanup  should  help  Goodyear  focus 
on  a  big  new  marketing  effort. 

Then  there's  EUR  Nabisco  Inc.,  the  gi- 
ant of  the  1980s  debt  binge.  The  compa- 
ny is  raising  $1.9  billion  from  the  sale  of 
common  and  preferred  stock.  RJR  still 
has  a  staggering  $16.4  billion  in  debt  on 
its  books,  but  its  new  offering  should 
reduce  its  debt-to-capital  ratio  from  S0C'< 
to  near  607'.  The  company's  cost  of 
funds  could  be  reduced  by  up  to  two 
percentage  points,  and  it  may  be  able  to 
slash  its  interest  payments  by  $250  mil- 
lion a  year.  RJR  plans  to  push  tobacco 
exports  with  the  windfall.  Says  CFO  Karl 
von  der  Heyden:  "We  had  to  have  the 
financial  flexibility  to  move  quickly  in 
emerging  markets  such  as  Eastern  Eu- 
rope and  Mexico." 

crawling  OUT.  RJR  was  the  kind  of  com- 
pany that  came  to  mind  when  analysts 
were  predicting  the  worst  as  the  1980s 
junk-bond  bubble  grew.  A  recession,  the 
gloomsters  feared,  would  squeeze  cash 
flow,  throw  hundreds  of  highly  lever- 
aged companies  into  default,  and  plunge 
the  markets  into  chaos.  The  result:  A 
normal  cyclical  downturn  would  turn 
into  an  economic  rout. 

Instead,  companies  today  are  slowly 
crawling  out  from  under  their  debt  ser- 
vice. "We  may  have  a  Rube  Goldberg 
lystem,"  says  IDS  Financial  Services  Inc. 
hief  economist  William  Melton.  "But  it 
ljusts.  All  these  distortions  always  get 
>:sted."  It  hasn't  been  pretty,  but  Cor- 
i  America  is  finally  getting  its  bal- 
heet  back  in  shape. 

'r'imrd  Gleckman  in  Washington, 
/'    >  mtie  Anderson  Forest  in  Dallas, 

Zachi  'tiller  in   Cleveland,  Walecia 

Konro.d  in  Atlanta,  and  bureau  reports 
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PLAIN  SPEAKING 

TAKES  THE  NOBEL  LAURELS 


Ronald  Coase's  concepts  help  businesses  judge  the  limits  of  growth 


Some  seeds  take  a  long  time  to 
bloom.  This  year's  recipient  of  the 
Nobel  Memorial  Prize  in  Economic 
Science,  Ronald  H.  Coase  of  the  Univer- 
sity of  Chicago,  published  his  first  im- 
portant paper  in  1937.  Back  then,  he  was 
asking  questions  that  no  other  econo- 
mist would  touch.  What  should  enter- 
prises do,  and  how  big  should  they  be? 
When  are  markets  the  best  way  to  orga- 
nize economic  activity?  Now,  over  a  half- 
century  later,  events  in  Eastern  Europe, 
the  Soviet  Union,  and 
even  in  the  U.  S.  are  mak- 
ing his  work  more  rele- 
vant than  ever.  And  the 
80-year-old  Coase  is  gain- 
ing long-overdue  recogni- 
tion. "I  can't  think  of  a 
more  qualified  prize  win- 
ner," says  Oliver  E.  Wil- 
liamson, an  economist  at 
the  University  of  Califor- 
nia at  Berkeley. 

Few  economists  can 
match  Coase's  intellectu- 
al impact.  His  early  work 
helped  create  the  modern 
economic  theory  of  the 
business  enterprise.  His 
pioneering  application  of 
economic  reasoning  to  le- 
gal problems  inspired  the  law-and-eco- 
nomics  movement,  which  revolutionized 
antitrust  and  other  areas  of  the  law  over 
the  past  20  years.  And  several  recent 
policy  innovations,  such  as  the  use  of 
pollution  permits  for  controlling  acid 
rain,  can  also  be  traced  back  to  Coase's 
influence.  Without  Coase,  observes 
Frank  H.  Easterbrook,  a  Federal  appeals 
court  judge,  "much  of  what  has  been 
done  in  the  economic  analysis  of  law 
might  never  have  taken  place." 
haggling  costs.  Like  his  plain-spoken 
prose,  Coase's  insights  are  deceptively 
simple.  In  his  1937  paper,  The  Nature  of 
the  Firm,  he  noted  that  businesses 
could  either  buy  goods  and  services  on 
the  open  market  or  produce  them  inter- 
nally. The  problem  with  buying  from 
outside,  argued  Coase,  was  that  negoti- 
ating over  price  and  writing  enforceable 
contracts  were  costly  in  both  time  and 
money.  If  these  "transaction  costs,"  as 
they  came  to  be  known,  are  too  high,  the 
company  should  produce  its  own  goods 
or  services.  If  not,  it  should  look  outside. 


COASE:  A  PIONEER  IN 
APPLYING  ECONOMICS  TO  LAW 


Those  ideas  gave  economists  t 
first  set  of  tools  for  analyzing  the  lii 
of  corporate  growth  and  judging  w 
was  a  productive  use  of  assets.  Ind 
the  work  of  Coase  and  those  who 
lowed  him  is  taking  on  new  importa 
today  as  hard-pressed  U.  S.  compai 
restructure,  keeping  some  operati 
spinning  off  others,  and  forging  li 
with  competitors  and  vendors. 

Coase's  other  great  contribution  ci 
in  1960,  more  than  two  decades  later. 

observed  that  from 
economic  perspecti 
some  rules  for  assign 
liability  for  harm  w 
preferable  to  others, 
example,  forcing  a  pol 
ing  factory  to  shut  dc 
might  not  make  sens< 
the  goods  and  jobs  gei 
ated  by  the  factory  w 
large  compared  with 
harm  it  caused.  "Co 
called  into  question 
'polluter  pays'  princip, 
says  William  M.  Lane 
an  economist  at  the  I 
versity  of  Chicago  Li 
School. 

RULES  FOR  LAW.  CoaS 

theories  also  implied  t 
in  many  cases,  markets  could  take 
place  of  legal  remedies.  Indeed,  his  idi 
were  used  by  some  law  professors  i 
judges  to  argue  that  some  forms  of  r 
ulation  were  misguided  and  unnec* 
sary.  "The  appropriate  role  of  gove 
ment  is  to  establish  the  laws  that  nu 
it  possible  for  markets  to  operate," 
gues  Coase,  who  was  vacationing  in  C 
thage,  Tunisia,  when  the  Nobel  pr 
was  announced. 

But  Coase  is  no  starry-eyed  marl 
enthusiast.  "The  market  isn't  somethi 
that's  easy  to  create,  and  they're  findi 
that  in  Eastern  Europe,"  says  Coa 
The  problem,  he  notes,  is  that  the 
countries  don't  have  any  of  the  otb 
institutions,  such  as  corporations  or 
gal  systems,  that  make  a  market  pos 
ble.  Unlike  Coase,  most  economists  £ 
uncomfortable  with  the  idea  that  m; 
kets  alone  are  not  omnipotent.  But  in 
world  where  institutions  are  under  n<f 
scrutiny  everywhere,  Coase's  brand 
economics  is  looking  better  every  day 
By  Michael  J.  Mandel  in  New  Yc 
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Who  better  to  bring  you 
a  portable  Cellulur 
Workstation  than  NEC? 

After  all,  we're  a  leader 
in  fax  machines  and 
hand-held  cellular 
technology.  And  we 
invented  the 
notebook  PC 


Our  notebook  PC,  cellular  phone, 
and  fax  have  revolutionized 
business.  Again. 

Introducing  the  new  UltraLite*  Cellular  Workstation.  A  high-performance  notebook 
computer  with  an  internal  fax  modem  and  a  state-of-the-art  cellular  phone.  All  made  by 
NEC.  All  in  one  convenient  leather  attache.  To  meet  all  your  business  needs.  Anywhere! 

The  powerful  UltraLite  SX/20  comes  ready  to  run,  loaded  with  MS-DOS*  and  all 
the  data  communications  software  you  need.  So  you  can  send  and  receive  faxes, 
read  and  reply  to  E-mail,  query  data  bases  or  retrieve  important  files.  And  with  the 
compact  cellular  phone  you're  never  out  of  reach  of  the  office  or  clients. 

NEC's  unsurpassed  notebook  and  cellular  technology  have  been  combined  in  a  revolu- 
tionary total  portable  communications  solution.  Now  there  really  are  no  limits  to 
how  far  your  business  can  go.  For  more  information,  call  1-800-NEC-INFO. 


Because  ^  is  the  way  you  want  to  go. 
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REGULATION  I 


THE  WHITE  HOUSE  IS  FIGHTING  WAXMAN  S  BILL,  BUT  POWERFUL  LEGISLATORS  SUPPORT  IT 


THE  FDA  MAY  SOON  BE  ABLE 
TO  BACK  UP  ITS  SNARL 


Congress  wants  to  empower  the  agency  to  recall  goods  and  lew  fines 


These  days,  the  Food  &  Drug  Ad- 
ministration seems  like  a  pit  bull, 
growling  at  everything  from  mis- 
leading food  labels  to  questionable  drug 
promotions.  But  for  a  watchdog  entrust- 
ed with  guarding  the  public  health,  the 
FDA  often  has  a  Chihuahua's  bite.  In 
case  after  case,  the  agency  has  been 
unable  to  act  fast  when  food  and  drug 
marketers  flout  the  law.  Despite  mount- 
ing evidence  in  1989  that  a  diet  supple- 
ment known  as  L-tryptophan  was  killing 
people,  for  example,  it  took  many  weeks 
for  the  FDA  to  force  all  distributors  to 
stop  selling  it. 

That's  why  Congress  is  moving  to 
give  the  agency  a  sharp  new  set  of 
teeth.  On  Oct.  10,  the  House  health  and 
environment  subcommittee,  headed  by 
Representative  Henry  A.  Waxman  (D- 
Calif.),  approved  a  sweeping  measure 
that  would  give  the  FDA 
power  to  do  everything 
from  recalling  products  on 
its  own  to  levying  huge 
fines.  Despite  opposition 
from  the  food,  drug,  and 
cosmetic  industries,  not  to 
mention  the  White  House, 
the  legislation  is  supported 
iy  such  powerful  lawmak- 
as  House  Energy  & 
rnierce  Committee 
-man  John  D.  Dingell 
:ch.),   a  co-sponsor 
(page  '.6).  Some  version  of 
the  measure  stands  a  good 
chance  of  passage. 


Industries  overseen  by  the  agency  are 
battling  the  bill  at  each  step.  "The  agen- 
cy has  all  the  power  it  needs,"  maintains 
H.  Edward  Dunkelberger,  general  coun- 
sel for  the  National  Food  Processors 
Assn.  If  given  additional  authority  to 
embargo  products,  subpoena  documents, 
and  inspect  company  records,  foes  ar- 
gue, the  FDA  could  go  on  fishing  expedi- 
tions through  company  files,  learn  trade 
secrets,  and  arbitrarily  seize  products 
for  tiny  violations.  "It's  using  the  pro- 
verbial stick  of  dynamite  to  kill  an  ant," 
fumes  Jeffrey  I.  Nedelman  of  the  Gro- 
cery Manufacturers  of  America. 
'Skeletons.'  Supporters  dismiss  such 
rhetoric  as  the  product  of  guilty  corpo- 
rate consciences.  "Companies  all  have 
skeletons  in  their  closets  that  they  don't 
want  the  FDA  to  uncover,"  says  Dr.  Sid- 
ney M.  Wolfe,  director  of  the  Public  Citi- 


A  STRONGER  FDA 


Representative  Henry  Waxman 's  bill,  vigorously  opposed  by  busi- 
ness, would  give  the  Food  &  Drug  Administration  the  power  to: 

►  Inspect  company  records  if  the  agency  suspects  that  a  food, 
cosmetic,  or  over-the-counter  drug  is  bogus  or  adulterated 

►  Subpoena  documents  to  assist  in  investigations 

►  Seize  products  without  first  proving  that  they  have  moved  in 
interstate  commerce 

►  Impose  civil  penalties  of  up  to  $250,000  for  each  case  where 
companies  break  the  law 


zen  Health  Research  Group,  an  o 
founded  by  Ralph  Nader. 

For  their  part,  FDA  officials  poir 
dozens  of  cases  where  the  agency 
powerless  to  act  quickly  to  protec 
public.  In  1982,  when  agency  offil 
suspected  that  Beech-Nut  Nutr: 
Corp.  was  selling  sweetened,  flavj 
water  as  "apple  juice,"  they  were  b; 
from  inspecting  production  records 
could  have  proved  their  suspicions, 
result,  the  baby  "juice"  remained  o 
market  for  the  better  part  of  a 
before  the  agency  marshalled  en 
evidence  to  engineer  a  recall.  The 
argues  it  could  operate  far  more 
ciently  if  it  didn't  have  to  spend  | 
persuading  courts  or  grand  juries 
quire  records  or  seize  products.  "It' 
surd  that  an  FDA  inspector  can't  lool 
the  amounts  of  raw  materials  in 
being  sold  to  the  American  public] 
even  do  a  silly  thing  like  stop  the  m] 
ment  of  a  product,"  says  Alan  L. 
ing,  the  agency's  chief  enforcer. 
bearing  fruit.  Yet  industry  oppos: 
is  having  its  intended  effect.  After 
man  introduced  the  bill  early  this 
mer,  food  and  drug  company  lobb 
found  sympathetic  ears  at  the  Co 
on  Competitiveness,  a  White  H 
group  headed  by  Vice-President 
Quayle.  The  council  aims  to  cut  thro 
regulatory  red  tape.  The  night  be: 
July  17  hearings  on  the  bill,  council 
cials  squelched  FDA  Commissioner  D; 
A.  Kessler's  prepared  testimony,  \ 
supported  greater  enforcement  po 
Since  then,  Quayle  and  conservativ 
lies  have  won  an  internal  Administra 
struggle,  inducing  Health  &  Human 
vices  Secretary-  Dr.  Louis  W.  Sullivail 
announce  on  Oct.  8  that  the  W 
House  would  veto  the  legislation  as 
ten — though  Sullivan  last  June  sup 
ed  a  similar  bill  penned  at  HHS. 

Waxman  and  Dingell  have  alrel 
softened  some  of  the  bill's  featu 
such  as  a  provision  that  would  have 
thorized  the  FDA  to  use  electronic  sn 
ing  devices.  And  they  are  prepare 
narrow  others. 

The  concessions  ma; 
bearing  fruit.  In  a  rei 
letter  to  Waxman,  Upj 
CEO  Theodore  Cooper  sj 
that  "with  minor  am 
ment  and  clarification," 
drug  giant  would  sup; 
the  bill.  Other  concessi 
may  lure  more  compani 
But  in  the  end,  even 
watered-down  version 
pected   to   be  appro^j 
would  make  the  FDA's 
as  fearsome  as  its  bark 
By  John  Carey 
Washington 
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Here's  one 
Bill  you  won't 
have  to  pay. 


The  New  Elantra. 


J 


Because  for  two  years  we'll  be  taking  care  of 
your  new  Elantra  for  you.  For  nothing. 

Imagine  that.  A  car  so  well-built  and  backed, 
about  all  you'll  pay  for  is  gas:  Because  whatever 
needs  to  be  done,  we'll  do.  Just  pick  up  your  car. 
We'll  pick  up  the  tab.  Of  course,  this  is  over  and 
above  our  three  year  bumper-to-bumper  warranty 
as  well  as  our  five  year  powertrain  warranty.1 

Now  knowing  all  that,  don't  you  think  it  would 
pay  to  find  out  more  about  the  new  Elantra?  Call 
800-826-CARS  for  a  brochure.  Naturally,  we're 
giving  them  away,  too.  HYURDRI 


Hyundai.  Yes,  Hyundai 


•  Includes  all  scheduled  maintenance  for  2  years/24.000  miles  Tires  covered  by  manufacturer's  warranty  Excludes  items  and  repairs  between  servicings  or  due  to  accident,  abuse  or  modification 
t3-year/36.0O0  miles,  5-year/60,000  miles  See  dealer  for  limited  warranty  details  Do  buckle  up  Don't  drink  and  drive  ©1991  Hyundai 
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INTERNATIONAL  MONEY  I 


THE  WEST  CRACKS 
OPEN  ITS  WALLET 


G-7  puts  conditions  on  Soviet  aid, 
but  individual  nations  pony  up 


The  topic  was  timely,  the  delivery 
smooth.  At  a  private  dinner  with 
finance  ministers  and  central  bank- 
ers of  the  Group  of  Seven  industrial 
countries,  radical  Soviet  economist  Gri- 
gory  A.  Yavlinsky  delivered  a  gripping 
account  of  the  darkening  economic  crisis 
in  the  Soviet  Union.  "Very  impressive, 
as  always,"  said  British  Chairman  of  the 
Exchequer  Norman  Lamont  after  the 
dinner  of  avocado  and  roast  duck  at 
Bangkok's  Hilton  International. 

Still,  Yavlinsky  didn't  manage  com- 
pletely to  convince  his  listeners.  The 
next  day,  the  G-7  once  again  shied  away 
from  a  deeper  financial  commitment  to 
the  Soviets  in  the  absence  of  an  econom- 
ic reform  plan  and  a  pledge  to  meet 
current  and   future  debt  obligations. 
That  quickly  sank  a  U.  S.  proposal  to  let 
the  Soviets  temporarily  defer  debt  pay- 
ments. The  reason  was  simple:  Europe- 
ans are  in  much  greater  jeopardy,  espe- 
cially  German   bankers,   who  hold 
roughly  one-third  of  the  Soviet  Union's 
estimated  $68  billion  in  foreign  debt. 
"That  would  have  been  the  kiss  of  death 
for  [Soviet]  credibility,"  says  German  Fi- 
nance Ministry  Secretary  Horst  Kohler. 
special  package.  The  global  money 
bunch  did  keep  the  window  open  a  crack. 
Pieces  of  a  special  package  of  Soviet  aid 
seem  to  be  coming  together  should  the 
Soviets  run  out  of  cash  to  service  their 
foreign  debt — which  just  might  happen. 
Gosbank  Chairman  Viktor  V.  Geras- 
chenko  announced  that  Soviet  foreign- 
currency  reserves  may  last  only  two 
months,  and  some  analysts  predict  a 
shortfall  of  $5  billion  by  yearend.  If  a 
default  seems  imminent,  the  G-7  may 
swoop  in  with  an  emergency 
package  consisting  of  either  a 
Bank  for  International  Settle- 
ments loan  backed  by  Soviet 
gold  or  a  deferral  of  Soviet  debt 
payments.  Worried  about  its 
iW!!   exposure  to  the  Soviet 
[Jnion,  Deutsche  Bank  has  al- 
ady  called  for  a  $5  billion 
■;_re  loan  from  major  banks, 
the  same  time,  Western  ; 
is  are  pressing  ahead  indi- 
vi    ally  with  humanitarian  aid 

and  technical  as-    -f|jj 

sistance.  On  Oct.  7,  "^"^H 
the  European  Communi- 


ty supplemented  a  $1  billion  offer  to  the 
Soviets  with  $1.5  billion  more  in  food  and 
medical  supplies.  A  day  later,  Japan 
made  a  surprising  pledge  of  $2.5  billion 
in  humanitarian  and  trade  help.  Already 
having  pledged  agricultural  and  other 
credits  valued  at  $2.5  billion,  U.  S.  offi- 
cials are  resisting  calls  for  still  more. 

If  the  Soviets  want  more,  they  will 
have  to  meet  some  tough  conditions.  The 
G-7  is  dispatching  a  team  to  Moscow  to 
look  for  signs  that  economic  reforms  in 
fact  are  under  way.  They  will  also  be 
looking  to  see  if  some  mechanism  can  be 
set  up  to  service  foreign  debt  and  end 
the  bickering  between  the  Kremlin  and 
the  republics.  "We'll  want  to  be  fully 
convinced  that  all  existing  debt  will  be 
repaid,"  says  one  senior  Japanese  offi- 
cial. "Without  that,  there  will  be  no 
new  loans." 

Even  if  the  Soviets  make  it  over  these 
hurdles,  some  analysts  are  not  convinced 
they  need  more  money.  Lawrence  Sum- 
mers, chief  economist  at  the  World 
Bank,  thinks  the  Soviets  could  earn  bil- 
lions of  dollars  more  in  foreign  exchange 
by  not  wasting  enormous  amounts  of  oil 
and  exporting  it  instead.  Just  the  same, 


WHO'S  SENDING  CARE 
PACKAGES  TO  MOSCOW 


1  GOVERNMENT  ■ 

■  TYPE  OF  AID  | 

VALUE  (Billions) 

U.S. 

CREDITS  FOR 
FOOD  IMPORTS 

$2.5 

EUROPEAN 
COMMUNITY 

FOOD  AND 
MEDICAt  SUPPLIES 

2.5 

JAPAN 

FOOD  AND 
OTHER  AID 

2.5 

SAUDI 
ARABIA 

FOOD,  CLOTHING, 
MEDICINE,  LOANS 

DATA:  8W 

2.5 

Soviet  officials  hope  that  once  the 
deputies   visit  Moscow,   the  procei 
from  fresh  loans  will  start  flowing." 
Ukrainian  lucre?  The  Bangkok  mt 
ing  of  the  International  Monetary  F 
after  the  G-7  session  did  nothing  to  s 
worries  about  a  power  vacuum  wi 
the  Soviet  Union.  Even  as  Yavlinsky 
bored  to  win  the  delegates'  confide 
by  running  through  his  own  econo 
reform  plan,  other  Soviets  undercut  h 
A  Ukrainian  delegate  defiantly 
nounced  that  his  republic  would  es 
lish  its  own  currency  and  apply  for  se 
rate  membership  in  the  IMF.  On  Oct. 
Russian  President  Boris  N.  Yeltsin 
nounced  plans  for  a  new  Russian  ru 
at  an  unspecified  future  date.  Oleg 
gomolov,  Yeltsin's  economic  advis 
doused  Yavlinsky's  prized  economic  tr 
ty  delineating  trade  ties  and  duties 
tween  the  central  government  and 
publics,  saying  it  is  "very  unlikely"  to 
implemented.  Yavlinsky  all  but  ackno 
edged  as  much,  noting  that  not  nu 
time  is  left  before  utter  chaos  sets 
"Spring  will  be  the  deadline  for  norn 
development,"  he  said. 
If  that's  the  case,  the  world's  leadi 
industrial  countries  face  a  pain 
conundrum.  They  may  see 
option  but  to  demand  strict  c( 
ditions  for  new  loans.  But 
denying  the  Soviets  mon 
now,  they  may  be  setting  the 
selves  up  for  disaster  later 
the  Soviet  economy  collaps 
and  republics  devise  their  oa 
currencies  and  reform  plai 
Even  so,  G-7  is  slipping  in  C( 
siderable   humanitarian  £ 
right  now.  If  they  stay  on  th 
current  course,  they  may  ha 
to  send  vastly  more  later. 

By  Ted  Holden  in  Bangk 
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[fs  4:30  PM  and  you've  got  to 
ke  a  decision. 

You  need  everybody's  opinion, 
o  matter  where  they  are. 
efore  you  pick  up 
our  phone  to  call 
em  one  at  a  time, 
bick  up  this  card. 


AI&I  Teleconference  Services 

3  Services  to  meet  all  your  needs 


Teleconference  Service 


Give  the  operator  the 
necessary  information  to  have 
your  teleconference  call 
set  up  for  you. 


Teleconference  Service 


To  arrange  for  all  involved  parties  to 
call  into  a  prearranged  conference  call. 


i 


( 
j 


! 
ill 
I] 


I  HB^9 

I  :S*^aH 

?  H 
1 1 

I  H 

Just  make  this  one  call— 
iOO  232-1234 -and  AT&T 
eConference  Services  will  take 
:e  of  the  rest.  The  AT&T  confer- 
ee specialist  will  connect  any 
mber  of  people  for  you,  no  mat- 
vvherc  thev  are.  even  overseas, 
a  no  matter  where  you  are, 
let  her  it's  your  office,  a  hotel 
Dm  or  a  phone  booth.  And  you 

1991  AT&T 


don't  need  any  special  lines  or 
equipment. 

If  you  prefer  to  set  up  the 
conference  call  by  yourself,  or  have 
other  people  dial  directly  into 
your  prearranged  meeting,  the 
specialist  will  tell  you  how. 

So  keep  this  card  with  you 
and  the  next  time  you  need  to 
get  4  people  or  40  or  100  into  a 


meeting,  it's  as  easy  as  calling 
1  800  232-1234. 

Productivity. 
Another  AT&T  advantage. 

AT&T  Teleconference  Services. 
It's  the  fast,  efficient  way  to  reach 
a  decision  when  you  can't  get 
everyone  into  the  same  room 
face-to-face. 


AT&T 

The  right  choice. 


When  John  McCallister  took  over  his 
family  s  business  in  1870, the  first  change  he  made 
was  to  stop  serving  Drambuie  to  his  clients. 
Ayear  later,  he  was  freelancing. 


Unfortunately,  John  McCallister  lacked  his  father's  business  acumen. 
And  his  appreciation  for  Drambuie.  No  wonder  he  wasn't  a  success. 
Drambuie.  A  base  of  100%  aged  malt  whiskies,  uniquely  flavored  with 
herbs  and  wild  heather  honey.  Scottish  in  origin,  distinctive  in  taste, 

hanged  since  1745.  Drambuie.The  stuff  legends  are  made  of. 


cDII   BY  HARRIS  COLLINGWOOD 


B  SATISFACTION: 
DE  IN  THE  U.S.A. 

fashionable  to  say  that 
an  is  home  to  state-of-the- 
management  methods, 
lk  again.  In  a  worldwide 
I  conducted  for  Steelcase, 
office-furniture  folks,  Louis 
rris  &  Associates  asked 
rkers  if  they  were  'very 
sfied1  with  their  jobs, 
re's  the  percentage  of 
se  who  answered  'Yes' 


i  am 

0   EELCASE 1 991  WORLDWIDE  OFFICE  ENVIRONMENT  INDEX 


F  LAND  FIZZLE 
A  IOKE  AND  PEPSI 


>  !  soda  pop  companies  are 
pj  :reated  equal.  That's  clear 
fij  !  the  dramatically  differ- 
|e  third-quarter  results  for 
H  ,-Cola  and  PepsiCo.  Coke 
Brrted  a  16%  jump  in  net 
lii  Tie,  to  $456  million,  on  a 
|j  rise  in  revenues,  to  $3.2 
t-h  >n.  Pepsi,  on  the  other 
|h  1,  posted  a  15%  decline,  to 
r$|  million,  on  a  9%'  revenue 
lit  iase,  to  $4.9  billion. 
[  I  ranted,  Pepsi  took  an  af- 
ro ix  charge  of  $62.4  million 
jf the  restructuring  of  Frito- 
(I  ,  the  company's  troubled 
H  2k    food    division,  and 
11  ry  discounting  drove  Pep- 
|s  domestic  snack  food  oper- 
B  g  earnings  down  3%-.  But 
ffth  at  Taco  Bell,  the  com- 
y's  fast-food  chain,  has 
slowed,  and  Pepsi,  like 
e,  has  seen  a  falloff  in  do- 
>tic   soda   sales.  Coke, 
igh,  is  still  posting  strong 
wth  overseas,  notably  in 
nee  and  Germany. 


RTHWEST 

KESAB10W  

lorthwest  Airlines'  $715 
lion  financing  package 
rn  the  state  of  Minnesota 


has  fallen  through.  Talks  un- 
raveled over  the  state's  inabil- 
ity to  fund  $120  million  in  rev- 
enue bonds  that  would  have 
been  repaid  by  funds  thrown 
off  by  new  Northwest  mainte- 
nance operations  in  Hibbing 
and  Duluth. 

Weighed  down  by  debt  and 
the  recent  purchase  of  Chica- 
go's Midway  Airlines,  North- 
west needs  fresh  capital  now 
more  than  ever — especially  if 
it  still  plans  to  buy  bankrupt 
Continental  Airlines.  Rumors 
are  rife  that  Northwest  Co- 
Chairman  Al  Checchi  is  talk- 
ing with  British  Airways 
about  everything  from  an  eq- 
uity investment  to  linking  up 
routes.  Neither  Northwest 
nor  BA  would  comment. 


A  FANCY  NEW  CENTER 
FOR  CHRYSLER 


►  Lee  Iacocca  celebrated  his 
67th  birthday  on  Oct.  15  by 
dedicating  Chrysler's  mam- 
moth $1  billion  technology 
center  in  Auburn  Hills,  Mich. 
Iacocca  says  the  building  will 
help  shave  a  year  off  new- 
product  programs  by  bringing 
together  7,000  engineers,  re- 
searchers, and  crafts  workers 
now  scattered  among  20  dif- 
ferent sites  around  Detroit. 

Iacocca  billed  the  center  as 
a  long-term  competitive 
strength.  At  present,  how- 
ever, it  seems  like  an  extrava- 
gance, given  Chrysler's  des- 
perate need  for  cash.  And  it's 
unclear    whether  moving 


ANY  NAVEL  MISSILES  ON  THE  WAY? 


The  world  is  a  safer  place  these 
days,  as  the  U.  S.  and  the  Soviet 
Union  compete  to  reduce  their 
supplies  of  doomsday  machines. 
But  fear  not,  weapons  buffs. 
Military  innovation  proceeds 
apace,  as  does  military  jargon, 
that  curious  language  that 
awards  snuggly  names  to  terri- 
fying devices  (remember  the 
Peacekeeper  missile?). 

A  recent  U.  S.  entrant  in  the 
continuing  weapons  sweepstakes  is  the  antiradiation  missile 
decoy,  a  high-tech  innovation  created  to  counter  the  bad  guys' 
high-tech  innovation.  Antiradiation  missiles,  or  ARMS,  are  de- 
signed to  seek  out  mobile  radar  bases  and  blast  them  into  the 
great  munitions  factory  in  the  sky.  ARM  decoys,  says  the  Air 
Force,  protect  radar  bases  by  electronically  "confusing  incom- 
ing missiles"  and  inducing  them  to  land  on  empty  ground.  And 
what  do  you  call  the  area  where  the  missiles  explode  harmless- 
ly? The  Air  Force,  anyway,  calls  it  "the  arm  pit." 


workers  to  new  quarters  will 
automatically  foster  fresh 
thinking  and  cooperation. 
Concedes  Iacocca:  "The  build- 
ing won't  make  good  cars. 
People  will.' 


TRW  WILL  GIVE 
CONSUMERS  FREE  PEEKS 


►  TRW  broke  ranks  with  other 
leading  credit  bureaus  and  of- 
fered to  send  consumers  who 
request  it  a  free  yearly  copy 
of  their  file.  The  company 
said  the  free-report  program 
would  start  next  year. 

The  company  says  it's  inter- 
ested in  improving  the  accura- 
cy of  its  records  by  involving 


consumers  more  in  the  credit 
process.  But  it's  probably  also 
interested  in  polishing  its  im- 
age, battered  by  a  tide  of  neg- 
ative news  reports. 

trw's  two  top  rivals,  Equi- 
fax and  Trans  Union,  don't 
plan  to  follow  suit.  But  Con- 
gress will  soon  consider  legis- 
lation to  allow  consumers  a 
free  look  at  their  files. 


APPLE  MAKES  PEACE 
WITH  THE  BEATLES 


►  It's  the  end  of  a  long  and 
winding  road.  After  more 
than  two  years  of  litigation  in 
Britain,  Apple  Computer  has 
settled  its  dispute  with  Apple 
Corps,  the  London  company 
that  guards  the  music  and 
trademarks  of  the  Beatles. 

Apple  Corps  had  filed  suit 
against  the  Cupertino  (Calif.) 
PC  maker,  charging  that  the 
use  of  Macintosh  computers 
in  composing  and  printing 
music  had  violated  a  1981 
agreement  that  barred  Apple 
Computer  from  the  music 
business  in  exchange  for  use 
of  the  Apple  name.  Settle- 
ment terms  were  undisclosed, 
but  insiders  believe  Apple 
Corps  emerged  with  about 
$30  million.  A  lawyer  involved 
in  the  process  estimated  that 
legal  costs  for  the  two  sides 
topped  $12  million. 
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The  F-117,  the  world's  first  stealth  fighter. 


It  was  impossible. 
Until  they  called  Lockheed. 

When  America  needs  to  break  technological  barriers, 
it  comes  to  Lockheed. 

Whether  it  is  the  first  sub-launched  ballistic  missile, 
the  first  Mach  3  jet,  the  first  stealth  fighter  or  the  first  jam- 
resistant  satellite,  Lockheed  gets  the  call.  It's  our  legacy. 

Technological  leadership  is  what  sets  America  apart 
from  the  rest  of  the  world.  Lockheed  is  committed  to  maintaining 
that  leadership,  for  the  benefit  of  our  customers,  our  shareholders, 
and  our  country. 


Lockheed 


Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 


EDITED  BY  STEPHEN  H  WILDSTROM 


HE  FAMILY-LEAVE  BILL 
PULP  STICK  THIS  TIME 


or  six  years,  the  Family  &  Medical  Leave  Act  has  starred 
in  a  Capitol  Hill  drama  called  The  Bill  That  Wouldn  't 
Die.  The  legislation  has  suffered  many  last-minute  de- 
only  to  come  back  stronger  than  ever  in  the  next  session, 
year,  the  measure  may  finally  make  it,  even  though 
dent  Bush  is  threatening  a  veto. 

supporters  can  build  up  enough  momentum,  the  family- 
■  bill  could  snap  Bush's  string  of  22  straight  vetoes  sus- 
d.  On  Oct.  2,  the  Senate  approved  a  version  by  a  65-32 

and  Democratic  leaders  say  they 

in  reserve  the  two  votes  they 
d  need  to  override  Bush.  The  House 
take  up  the  legislation  shortly. 
,  passed  by  the  Senate,  the  bill 
d  require  employers  with  more  than 
orkers  to  provide  up  to  12  weeks  of 
.id  leave  for  the  birth  or  adoption  of 
Id  or  the  illness  of  a  family  member. 
Il-business  owners  insist  that  such 
ndated  benefits"  would  be  a  crush- 
burden  on  their  companies.  Bush  is 
g  with  them  against  a  coalition  of 
ten's  groups,  unions,  and  churches. 
>D  issue.'  But  some  Republicans 
that  the  White  House  is  putting 
l  on  the  wrong  side  of  a  popular 
.  "This  is  a  good  issue,"  says  the 
okings  Institution's  Thomas  E. 


ROUKEMA:  TRYING  TO  SOFTEN  UP  BUSH 


'Democrats  can  talk  about  how  George  Bush  sides  with 
ness  and  against  working  men  and  women." 
imily-leave  fans  hope  that  the  GOP  is  tired  of  taking  a 
ing  for  supporting  the  White  House  on  such  unpopular 
ds  as  opposing  extended  jobless  benefits  and  backing  fa- 
ible  trade  treatment  for  China.  Representative  Marge  Rou- 
a  (R-N.J.),  a  co-sponsor  of  the  bill,  has  been  pressing 
h — so  far  without  success — to  soften  his  opposition.  "I 
I  know  anything  that  is  more  Republican  than  helping 
Iworking  families  help  themselves,"  she  says. 


Despite  such  attitudes,  it  will  still  be  a  challenge  to  get  a 
two-thirds  majority  for  the  legislation  in  the  House.  After 
Bush  vetoed  last  year's  edition  of  the  bill,  the  House  fell  54 
votes  short  of  the  total  needed  to  override. 
veto-proof?  Changes  in  the  legislation  itself  could  make  it 
possible  for  family  leave  to  prevail  this  year.  The  key  is  a 
Senate  compromise  drafted  by  Republican  Christopher  S.  Bond 
of  Missouri.  He  won  acceptance  of  an  exemption  for  the  most 
critical  employees  and  part-timers  who  work  fewer  than  25 
hours  a  week.  It  also  would  let  employ- 
ers recoup  health-insurance  premiums 
from  employees  who  don't  return  to 
work  after  their  leaves.  "This  compro- 
mise should  be  enough  to  get  the  bill  as 
close  to  veto-proof  in  the  House  as  it  is 
in  the  Senate,"  says  Donna  Lenhoff  of 
the  Women's  Legal  Defense  Fund. 

Business  is  working  equally  hard  to 
make  an  expected  veto  stick.  Most  large 
corporations  already  provide  unpaid 
leave  for  new  parents  or  other  emergen- 
cies and  don't  have  strong  feelings 
about  the  bill.  Smaller  companies,  how- 
ever, think  it  would  be  onerous  to  hold  a 
job  open  while  an  employee  takes  an 
extended  leave,  even  if  unpaid.  They 
also  fear  that  family  leave  is  merely  the 
first  in  a  string  of  government  demands 


that  they  provide  employees  with  expensive  benefits — with  the 
ultimate  goal  being  paid  health  insurance  for  all  workers. 

Both  sides  are  gearing  up  for  a  major  battle.  They  are 
unleashing  their  grass-roots  legions  on  the  Hill— from  local 
merchants  on  one  side  to  union  members  on  the  other.  "We 
are  not  taking  one  vote  for  granted,"  says  opponent  Mary 
Tavenner,  a  lobbyist  for  the  National  Association  of  Wholesal- 
er-Distributors. That's  a  sound  strategy  as  opponents  face  the 
possibility  that  the  unsinkable  bill  may  finally  become  law. 

By  Susan  B.  Garland 


>ITAL  WRAPUPI 


JHPAIGNS 


h  lthough  they  expect  George  Bush 
%  to  romp  to  reelection,  Republican 
•ategists  are  growing  increasingly 
)rried  about  losses  in  the  Senate, 
leir  latest  cause  for  concern:  a  Nov.  5 
ecial  election  to  fill  the  GOP  seat  of 
e  late  John  H.  Heinz.  One  recent  poll 
ows  that  former  Attorney  General 
chard  L.  Thornburgh's  once  com- 
anding  lead  over  Democrat  Harris  L. 
offord  is  down  to  a  50-38  margin, 
lornburgh,  a  two-term  governor  of 
mnsylvania,  is  well  ahead  in  fund- 
ising.  But  GOP  pols  worry  that  his 
:art  really  isn't  in  the  race.  Thorn- 
irgh  has  been  lackluster  on  the 


stump  and  has  been  spending  far  too 
much  time  in  Washington.  "These  are 
the  kinds  of  races  we  worry  about," 
says  a  senior  Republican  operative. 

DESERT  STORM  

The  Persian  Gulf  war  may  be  a  fad- 
ing memory,  but  there  are  still  bills 
to  be  paid.  Allies  have  only  come  up 
with  about  90%  of  the  cash  they  said 
they  would  contribute  to  help  the  U.  S. 
pay  for  the  war.  The  biggest  offenders 
are  Kuwait  and  Saudi  Arabia,  which 
together  owe  about  $5  billion.  The 
Bush  Administration  fears  that  press- 
ing too  hard  for  payment  would  jeopar- 
dize fragile  hopes  for  a  Middle  East 
peace  conference. 


DEFENSE 


The  B-2  Stealth  bomber  could  be  the 
big  loser  in  House-Senate  jockeying 
over  the  1992  defense-spending  bill. 
House  negotiators  are  showing  willing- 
ness to  split  the  difference  with  the 
Senate  over  Star  Wars.  The  likely  out- 
come: $4  billion  in  funding,  up  from  the 
$3.5  billion  originally  approved  by  the 
House.  Compromise  legislation  would 
also  allow  deployment  of  a  ground- 
based  missile  defense.  But  the  House 
plans  to  stand  firm  against  buying  any 
more  of  Northrop  Corp.'s  B-2s  beyond 
the  15  already  ordered.  The  Senate  had 
funded  four  more  planes  at  a  cost  of 
$3.2  billion. 


INGTON  OUTLOOK 
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It's  Built  To  Last.  The 
ActionLaser  II  will  stand  up  to 
year  after  year  of  heavy  action. 
Its  two-year  warranty  is  the 
longest  of  any  printer  in  its 
class.  On  top  of  that,  you  can 
call  our  (SflO  number  any  time 
for  free  technical  support. 


Introducin; 

The  Perfec 
Introduction 
ToLaser 
Printing. 

f  you're  ready  for  your  first  laser  printer,  but  don't  quite  lai* 
where  to  begin,  the  new  Epson  ActionLaser"1  II  is  a  v< 
comfortable  place  to  start. 

It  offers  all  the  practical  features  you'll  need  to  stand  ( 
on  paper.  Like  impeccable  print  quality.  A  control  panel  tl 
makes  operation  a  snap.  And  the  security  of  a  generous  tv 
year  warranty.  All  at  a  price  that  makes  laser  printing  mc 
affordable  than  ever. 

Oh,  there's  one  more  reason  why  it  makes  perfect  sense 
make  the  ActionLaser  II  your  first  laser.  It  comes  from  the  fi 
name  in  printers.  Epson. 


I 


It's  Easy  To  Use.   Even  if  you've  never  used  a  laser  printer 
before,  you'll  be  up  and  printing  in  no  time.  The  user 
manual— written  especially  for  fust  time  users— is  clear, 
concise  and  helpful.  And  to  make  things  even  easier,  this 
laser  works  with  all  leading  computers  and  software. 


:»v>n  i  rr>ri,teted  trademark  ufSeikrj  lusim  (orDnraliun  ^  1^1  rpstin  Amenta.  In(  ,  211771)  Madrona  Ave  , 
I'.rrance,  (  A  905U9  rcir  dealer  relerral,  (all  SOO-BUYEPSON  (XIHI  289-3776)  In  Unada.  tall  116-881-9955 
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It 's  Very  Affordable.  The  ActionLaser  II  is  a  lot  more  laser  for  a  lot  less. 
More  speed.  More  paper  handling  capabilities.  More  room  to  grow.  More 
of  the  things  you  need  to  be  productive— now  and  well  into  the  future. 


It's  Our  Free  Booklet.  Epson  wrote  the  book  on  computer  printing. 
Now  we've  written  the  book  on  buying  your  first  laser.  Read  it  and 
you'll  be  laser  sharp  in  minutes.  For  a  free  copy,  and  the  name  of  the 
Epson  dealer  nearest  you,  call  800-289-3776,  ext.  1000. 
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nternational  Business 


GERMANY  I 


EUROPE'S  POWERHOUSE 
STARTS  TO  CLANK  AND  GRIND 


bge 


Amid  soaring  wages,  huge  unification  costs,  and  high  rates,  the  German  economy  is  stagnating 


Wet 
pies 


Fall  is  only  a  month 
old,  but  a  wintry 
chill  is  already  set-' 
tling  over  Germany's 
economy.  Even  though 
Finance  Minister  Theo 
Waigel  assured  his 
Group  of  7  colleagues 
at  their  Oct.  12  meeting 
in  Bangkok  that  Germa- 
ny remains  an  island 
of  stability  as  world 
growth  slackens,  Eu- 
rope's powerhouse  is 
showing  signs  of  wear. 

Burdened  by  high  in- 
terest rates,  soaring 
wages,  and  $100  billion 
in  unification  expenses, 
Germany's  economy  ap- 
pears to  have  declined 
for  two  consecutive 
quarters — the  classic 
definition  of  a  reces- 
sion. Even  the  begin- 
nings of  a  turnaround 
in  eastern  Germany 
(box),  whose  flat-broke 
economy  may  grow  107c 
next  year,  won't  be 
enough  to  halt  the  na- 
tional decline  (charts). 
Says  Dieter  Wermuth, 
Frankfurt-based  man- 
aging director  of  France's  Caisse  des 
Depots  et  Consignations:  "The  economy 
has  stagnated." 

spectacular  boom.  Stagnation  spells 
bad  news  at  home  and  abroad.  Claiming 
immigrants  have  been  usurping  Ger- 
mans' jobs  and  housing,  for  example, 
ultra-right-wing  groups  have  been  esca- 
lating their  violent  attacks  against  the 
5.6  million  foreigners  who  live  and  work 
n  Europe's  biggest  economy.  But  many 
uropean  states,  which  for  more  than  a 
>'  have  been  relying  on  the  reunified 
any's  surging  demand  for  imports 
t<  ward  off  recessions  of  their  own, 
also  have  reason  to  worry.  "Weakness  in 
Germany  vill  result  in  much  weaker  Eu- 
ropean gro.vth  in  1992,"  says  Richard 
Freeman,   chief  economist  at  British 
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chemical  maker  Imperial  Chemical  In- 
dustries PLC. 

Germany's  post-unification  demand 
boom  has  been  spectacular.  It  powered 
western  Germany  to  a  4.6%  jump  in  GNP 
last  year  and  sucked  in  imports  like  cra- 
zy. That  growth  now  looks  set  to  taper 
off:  In  August,  for  example,  Germany 
showed  a  relatively  slim  $1.8  billion 


New  taxes  imposed  in  July 

snatched  back  almost 
all  the  gains  workers  made 
earlier  this  year 


trade  surplus.  The 
port  slowdown  refle 
a  free-fall  in  consul  % 
and    business  coi 
dence.  Indeed,  eco 
mist  Andrea  Koop 
Bank  in  Liechtenst 
(Frankfurt)  estima' 
that  GNP  plunged  at 
5.6%  annual  rate  in 
third  quarter.  That's 
worse  than   the  2?!, 
year  decline  in  the  p 
vious  three  months. 

Still,  Bundesba 
President  Helmut  Sch 
singer  shows  no  si 
of  wanting  to  stimu 
demand  by  lowering 
terest  rates.  Althou 
short-term  rates 
hovering  around 
Schlesinger  vows 
won't  let  up  until  inf  ' 
tion  is  half  its  curre 
4%  level. 

Schlesinger's  stand 
drawing     fire  fro 
France's  conservati 
opposition,  which 
pressing  French 
nance  Minister  Pier  » 
Beregovoy  to  devali  it 
the  franc,  if  necessar 
to  get  his  country's  rates  down.  Ai  s 
British  Prime  Minister  John  Major,  wl 
wants  another  rate  cut  ahead  of  gene 
elections  that  must  take  place  by  ne 
June,  probably  won't  get  his  wish 
filled  until  the  Bundesbank  moves. 
back  for  more.  He  may  have  to  waitj 
while.  Keenly  worried  about  the  risk 
a  wage-price  spiral,  Schlesinger  is  focu! 
ing  almost  exclusively  on  domestic  co  ; 
cerns.  To  help  pay  for  eastern  Germ 
ny's  reconstruction,  Bonn  hiked  energ 
taxes  and  slapped  on  a  7.5%  income  ta 
surcharge  on  July  1.  The  new  levk- 
snatched  back  almost  all  the  gains  wori 
ers  had  made  from  wage  settlement 
earlier  this  year. 

As  a  result,  workers  are  coming  bac 
for  more.   Although   metal  and  aut 
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;rs  already  obtained  7%  raises  this 
Volkswagen's  influential  labor 
s  are  now  demanding  a  10%  hike 
(92.  The  unions  are  expected  to  set- 
r  6.5%,  setting  an  example  for  oth- 
age  deals  nationwide.  On  top  of 
>  gains,  such  agreements  promise 
a  heavy  drag  on  corporate  earn- 
A  chemical  industry  employers' 
i  for  instance,  says  its  workers 
cost  them  some  $30  per  hour,  in- 
lg  fringe  benefits.  It  is  much  the 
story  throughout  German  busi- 
"If  we  go  on  like  this,"  complains 
lan  Industry  &  Trade  Assn.  Presi- 
Hans-Peter  Stihl,  "we  will  lose  our 
«titiveness." 

me  companies  are  fighting  back, 
lical  maker  BASF,  for  example,  is 
ling  employee  bonuses  by  15%,  after 
ng  them  19%  last  year.  And  others 
;imply  moving  production  out  of  the 
try.  The  Robert  Bosch  electrical 
p  recently  slashed  1,400  jobs  and 
id  some  of  its  production  to  cheaper 
in  Malaysia.  Daimler  Benz's  AEG 
is  threatening  to  close  its  Roffhau- 
typewriter  factory,  which  employs 
)  and  is  losing  $120  million  a  year. 
Siemens,  which  is  facing  intense 
n  competition,  "will  have  to  exploit 
y  means  at  our  disposal  to  reduce 
warns  CEO  Karlheinz  Kaske.  It 
idy  plans  to  shutter  one  telephone- 
Iset  factory  employing  close  to  1,000 
kers. 

wing  gloom.  The  plant  closings, 
hikes,  and  tough  talk  on  interest 
s  are  beginning  to  take  their  toll  on 
umers.  They  have  all  but  abandoned 
showrooms,  sparking  a  20%-  drop  in 
sales  in  August  and  a  further  1%  in 
tember.  They  are  also  giving  retail- 
the  brush.  "Our  sales  have  fallen  in 
August,  and  September,"  says  El- 
Kratz,  a  spokesman  for  the  Hertie 
artment-store  chain. 
)espite  the  growing  economic  gloom, 
incellor  Helmut  Kohl's  economic  poli- 
lakers  aren't  yet  willing  even  to  ad- 
there  is  a  problem,  much  less  take 
ps  to  give  the  German  economy  a 
Largely  because  of  the  9.2%'  annu- 
jrowth  rate  Germany  recorded  in  the 
quarter,  Bonn  is  sticking  to  its  pre- 
tions  that  GNP  still  will  be  up  37c  this 
"I  am  not  prepared  to  talk  about 
ession,"  says  Economics  Minister  Jiir- 
W.  Mollemann.  Nonetheless,  many 
lers  believe  one  has  set  in. 
With  the  next  national  elections  still 
ee  years  away,  Kohl  can  afford  to 
his  time.  By  the  middle  of  next 
a  slow  economy  and  the  scheduled 
piration   of   Kohl's   income-tax  sur- 
arge  may  permit  the  Bundesbank  to 
)derate  its  stance  on  interest  rates. 

until  then,  Germans  may  have  little 
oice  but  to  tough  it  out. 

By  John  Templeman  in  Bonn 


LOOK  WHO'S  OUT 
SCROUNGING  FOR  CASH 


Six  miles  over  West  Texas,  Ger- 
many's Economics  Minister, 
shoeless  and  his  necktie  comfort- 
ably loose,  leaned  back  on  the  gray 
wool  sofa  on  his  Luftwaffe  707  and 
made  a  confession.  "This  is  a  new  ex- 
perience," he  mused.  "A  German  eco- 
nomics minister  never  had  to  do  this." 

Not  since  the  postwar  economic  mir- 
acle has  Bonn  been  forced  to  seek  in- 
vestment from  abroad.  But  after 
pumping  $100  billion  into  the  former 
East  Germany  in  the  year  since  reunifi- 
cation, even  the  wealthy  Germans  are 
looking  for  help  to  get  the  job  done.  So 
the  46-year-old  Jiirgen  W.  Mollemann, 
a  straight-talking  poli- 
tician who  dreams  of 
rising  to  Foreign  Af- 
fairs Minister  some- 
day, has  embarked  on 
his  first  hunt  ever  for 
cash  overseas. 
mobbed.  Along  with 
three  dozen  colleagues 
from  Bonn  and  Berlin, 
Mollemann  started  off 
on  a  recent  Saturday 
marching  in  New 
York's  annual  Steuben 
Day  parade,  then  jet- 
ted to  California  to 
dine  with  business  ex- 
ecutives poolside  in 
Beverly  Hills.  By 
Monday,  he  was 
breakfasting  in  Hous- 
ton with  oilmen  and 
bankers. 

Chicago  and  Detroit 
were  next.  Now,  at  a 
mobbed  dinner  party 
at  New  York's  posh 
Pierre  hotel,  Mollemann,  chatting  in 
impeccable  English,  smoothly  works 
the  crowd  of  bankers  and  CEOs.  As  the 
executives  finish  their  filet  mignon 
with  truffles,  Mollemann  launches  his 
spiel.  Noting  that  his  government's 
Treuhandanstalt  holding  company  still 
has  more  than  6,000  former  East  Ger- 
man state  companies  on  the  block,  he 
says:  "Ladies  and  gentlemen,  let's  talk 
business." 

Whether  many  Americans  are  will- 
ing to  do  so  is  another  question.  Run- 
ning down  his  sale  sheet,  Treuhand  Di- 
rector Klaus-Peter  Wild  reels  off 
names  of  toolmakers,  electronics 
plants,  and  even  shipbuilders.  Bringing 
these  and  other  companies  up  to  West- 
ern standards,  he  says,  will  require 
some  $40  billion  in  private  investment 


HUNTING  CAPITAL  IS  "A  NEW 
EXPERIENCE"  FOR  MOLLEMANN 


over  the  next  three  years.  Indeed,  to 
make  a  sale,  "we  can  customize  a  com- 
pany according  to  your  needs,"  says 
another  Mollemann  aide.  But  in  the 
past  year,  only  10  U.  S.  investors — 
among  them  General  Motors  Corp.  and 
Procter  &  Gamble  Co. — have  bought 
in.  Another,  California  integrated-cir- 
cuit  maker  LSI  Logic  Corp.,  is  now  ne- 
gotiating a  purchase.  Nearly  every- 
thing else  has  been  taken  by  Germans. 

Problem  is,  there  may  not  be  enough 
Germans  to  sop  up  the  rest  of  the 
Treuhand's  list,  especially  if  the  eco- 
nomic slowdown  in  the  country's  west- 
ern half  limits  corporate  spending.  So 
Mollemann  is  pledging 
to  roll  out  the  red  car- 
pet for  any  investor, 
German  or  foreign,  of- 
fering them  generous 
tax  credits  and  gov- 
ernment support  for 
laid-off  workers, 
among  other  things. 
U.  S.  executives  from 
coast  to  coast,  howev- 
er, have  told  the  min- 
ister that  Mexico, 
Poland,  and  other 
emerging  economies — 
where  wages  are 
cheaper — probably  are 
better  bets. 
global  effort.  Even 
worse,  many  complain 
that  Germany's  clan- 
nish business  interests 
have  already  picked 
the  east  clean.  "When 
the  wall  came  down," 
snaps  Samuel  Gold- 
berg, president  of 
metals-producer  INCO  United  States 
Inc.,  "some  of  us  were  overrun  by  Ger- 
mans who  had  a  toehold  already.  The 
best  opportunities  have  been  seized — 
and  the  rest  we  don't  want." 

Mollemann  brushes  off  such  talk, 
saying,  "If  you  feel  you're  at  a  disad- 
vantage, call  me."  But  expect  another 
sales  pitch  when  he  answers.  "This 
task  is  tremendous,"  says  the  minister. 
"All  the  scientists  published  books  on 
how  to  transform  capitalism  to  social- 
ism— not  the  other  way  around.  We're 
learning  by  doing."  Soon,  he'll  take 
this  message  to  Japan.  How  well  he 
does  on  his  global  fund-raising  effort 
may  shape  his  political  future,  as  well 
as  the  dimensions  of  eastern  Germa- 
ny's reconstruction. 

By  William  Glasgall  in  New  York 
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BEYOND  TINY  TVs:  PHILIPS  IS  TRYING  TO  SCALE  UP  ITS  SCREENS  FOR  THE  LAPTOP  MARKET 


PHILIPS  NEEDS  A  KEEN  FOCUS 
FOR  THIS  MARKET 


It's  going  head-to-head  with  Japan  in  liquid-crystal  displays 


As  Philips  Electronics  was  rocked 
by  losses  of  $2.2  billion  last  year, 
pundits  feared  that  CEO  Jan  D. 
Timmer's  turnaround  plan  to  hack  away 
deadwood  might  cut  into  the  Dutch  gi- 
ant's technology  roots,  too.  Slashed  were 
memory  chips,  minicomputers,  and  some 
other  branches  once  deemed  vital  to 
Philips'  future. 

Timmer  calmed  the  worriers  with  a 
quiet  announcement  on  Oct.  11.  He's  bet- 
ting big  money  that  his  company  can 
stand  up  to  Japan  in  one  of  the  most 
critical  technologies  of  the  decade:  ac- 
tive-matrix liquid-crystal  displays.  A 
complex  cousin  to  the  simple  readouts 
on  digital  watches,  the  thin,  vibrant  LCD 
screens  are  at  the  heart  of  today's  pock- 
et TVs. 

isfeblood.  That's  only  the  beginning  for 
LCDs.  They  are  already  being  used  in 
laptop  computers,  and  soon  will  invade 
every  electronic  nook  and  cranny — from 
multimedia  workstations  and  video- 
lones  to  car  dashboards  and  larger 
By  late  this  decade,  they  could  start 
icing  cathode-ray  tubes  in  wide- 
.  high-definition  TVs — in  short,  be- 
en;       •  lifeblood  of  the  consumer  elec- 
tronics lustry. 

Until  ,i  v,  no  Western  company  had 
dared  to  go  it  alone  in  mass-producing 


LCDs  in  the  face  of  Japan's  iron  grip  on 
the  market.  "Philips  is  the  first — and 
may  be  the  only — Western  challenge  to 
Japan,"  says  Arthur  H.  Firester,  direc- 
tor of  display  research  at  David  Sarnoff 
Research  Center  in  Princeton,  N.J. 

There  may  be  good  reason.  Even  Phil- 
ips' $105  million  investment,  for  the  first 
phase  of  volume  production  starting  in 
1993,  pales  next  to  the  resources  Japan 
has  committed.  Industry  leader  Sharp 
Corp.  alone  has  slated  $650  million  for 
LCD  production  in  the  next  two  years. 
That's  only  part  of  $2.7  billion  of  recent- 
ly announced  Japanese  investments. 
Some  30  private  and  corporate  research 
labs  in  Japan,  and  10,000  engineers,  are 
working  on  flat  LCDs,  says  Lawrence  E. 
Tannas,  an  Orange  (Calif.)  consultant 
who  recently  led  a  National  Science 
Foundation  tour  of  Japan's  LCD  facilities. 

No   wonder  most  Western  efforts, 


'The  question  is  if 
they  can  succeed  in  LCDs 
any  more  than  they  did 
in  semiconductors' 


11 


w  den 


Eilra 
rafrfl 


such  as  those  by  small  U.  S.  compa; 
and  France's  Thomson,  so  far  are  tar 
ing  niches  like  avionics  and  avoic 
costly  large-scale  production.  IBM  a! 
doned  plans  to  produce  its  own  flat  i 
els  in  1989  and  formed  an  LCD  joint  \ 
ture  with  Toshiba  Corp.  And  Xe 
Corp.  has  been  searching  in  vain  fc 
partner  to  commercialize  its  technolc 

Philips  may  be  chasing  a  moving 
get.  By  the  time  its  LCDs  come  to  mar 
in  1993 — six  years  after  Sharp's  f 
production — Sharp  alone  will  be  turn 
out  as  many  as  70,000  displays 
month.  Five  Japanese  companies  aire; 
sell  the  10-inch  screens  for  laptops  t 
Philips  will  be  targeting.  This  Japan 
experience  with  volume  production  co 
give  them  a  cost  edge  as  prices  drop 
chip  shot.  The  LCD  challenge  is  remii 
cent  of  Philips'  entry  into  memory  chi 
After  investing  nearly  $1  billion 
five  years,  Timmer  pulled  the  plug  1 
year  when  Philips  couldn't  keep  up  w 
lower-cost  Japanese  and  American 
vals.  "The  question  is  if  they  can  s 
ceed  in  LCDs  any  more  than  they  did 
semiconductors,"  says  Jonathan  Dra: 
an  analyst  at  market  researcher  Da 
quest  Inc.  in  London. 

Assuming  its  products  are  compi 
tive,  Philips  may  have  some  adv; 
tages — the  biggest  being  that  it's 
Japanese.  "Quite  a  few  American  cc 
panies  are  looking  for  a  non-Japan* 
source,"  says  Adrien  Veenhof,  Phil? 
executive  in  charge  of  LCDs.  Anotl 
edge:  Philips  won't  suffer  the  62%  ar 
dumping  duty  levied  by  the  U.  S.  on  J; 
anese  imports  earlier  this  year. 

Veenhof  is  trying  to  persuade  soi 
U.  S.  companies,  as  well  as  Italy's 
vetti,  archrival  Thomson,  and  other 
ropeans,  to  join  Philips  in  an  LCD  joi 
venture.  But  Philips  couldn't  afford 
wait  any  longer  to  jump  in.  By  1999,  t 
nascent  world  market  for  complex  LC 
should  swell  tenfold,  to  $4.4  billion. 

Philips  is  betting  that  its  offbeat  tec 
nology  will  produce  LCDs  more  cheapj 
than  most  of  the  manufacturing  proces- 
es  used  by  the  Japanese.  A  pilot  line  h 
been  running  for  two  years.  Still,  t. 
production  process  for  making  all  LCI; 
like  that  for  producing  serniconductoi 
is  exceedingly  tricky  to  master  as  tl| 
screens  grow  larger.  That  means  it  W; 
probably  be  well  into  the  next  centu: 
before  anyone  can  affordably  make  tl 
ultimate  mainstream  product:  a  largi 
thin,  extra-sharp  screen  so  light  it  cl 
hang  on  a  wall.  "My  fear  for  Philips,  lil. 
for  any  Western  company,  is  that  \ 
won't  stick  with  it  long  enough,"  sa; 
consultant  Tannas.  If  Philips  is  seriot 
about  a  future  in  consumer  electronic 
it  won't  have  much  choice. 

By  Jonathan  B.  Levine  in  Par 
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ANNOUNCING  A 

TIRE  THAT  MAY  LAST 

AS  LONG  AS  YOU 
OWN  YOUR  CAR. 


'Our  new  all-season  radial 
is  backed  by  an  80,000  mile 
eadwear  limited  warranty. 
See  dealer  for  details 


Extra  rubber, 
extra  steel, 
gives  yon  J 
:tra  protection  M 
against  road  1 
hazards 


Revolutionary 
new  design 
ensures  even 
wear  for  even  \ 
higher  mileage 


Rest  easy.  With  the 
smooth,  quiet,  cornforiabl 
ride  we're  famous  for. 


Once  again  Michelin  raises 
the  bar  of  excellence.  With  the 
highest  mileage  passenger 
tire  we've  ever  made. 


The  XH4 
maintains 
Michelin 's 
renowned 
all-season 
performance 
from  the  first 
mile  to  the  last. 


More  miles. 
More  value. 
More  Michelin. 


MICHELIN 

BECAUSE  SO  MUCH  IS  RIDING 
ON  YOUR  TIRES. 


CONGRATULATIONS, 
ITS  A  MICHELIN. 

BACKED  BY  AN  80,000 MILE  WARRANTY; 


RECESS  FROM  EXCESS 


FOR  GUEST  INFORMATION  CALL  1  •  800  ■  NIKKO  •  OS 


nikko  hotels 

international 
simply  luxurious 


NEW  YORK  •   ATLANTA  •   CHICAGO  ■   SAN   FRANCISCO  •   LOS  ANGELES  •   H0NOLOL0  ■   MEXICO  CITY 

OTHER  NIKKO  CITIES'  OUSSELDORF  •  LONDON  •  PARIS  ■  HONG  KONG  ■  TAIPEI  •  MANILA  •  BEIJING  •  SHANGHAI  •  JAKARTA  •  SYONEY  •  OSAKA  ■  NARITA 
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I IICHI MIYAZAWA  COULD  MAKE  HIS  MARK 
-BY  TALKING  BACK 


lthough  he  won't  be  formally  elected  until  Oct.  27, 
Kiichi  Miyazawa  is  already  acting  like  Japan's  Prime 
Minister.  On  Oct.  15,  for  instance,  he  stopped  by  the 
I  by  offices  of  the  ruling  Liberal  Democratic  Party's  Ko- 
'  faction  in  central  Tokyo  to  sketch  out  plans  for  his 
I  ng  two-year  term.  Miyazawa,  whose  selection  by  the  LDP 
!  *tually  certain,  told  assembled  pols  he  wanted  to  beef  up 
n's  international  clout  while  stimulating  the  flagging 
omy.  The  Komoto  stalwarts  liked  what 
I  heard.  "It's  about  time  to  change  the  mon- 
f  and  fiscal  operation  of  the  economy,"  said 
lator  Tetsuo  Kondo. 
!  hile  Japan's  political  system  makes  even 
most  powerful  Prime  Ministers  weaker 
their  counterparts  elsewhere,  Miyazawa 
turn  out  to  be  the  most  forceful  spokes- 
for  Japan  in  recent  memory.  He's  certain- 
kely  to  make  more  of  a  mark  than  his 
ically  impotent  predecessor,  Toshiki  Kaifu. 
izawa,  who  has  held  all  the  prestigious 
;net  posts,  from  finance  to  foreign  affairs, 
match  President  Bush  as  an  international- 
ind  is  well-regarded  in  Washington.  The 
Prime  Minister  will  play  a  key  role  in 
fining  the  U.  S.-Japan  relationship,  which 
y  Japanese  want  put  on  a  more  even  foot- 
in  the  aftermath  of  the  cold  war.  "He'll  try 
1  to  influence  other  countries  by  using  our 
lomic  power,"  says  Takeshi  Sasaki,  political  science  profes- 
at  the  University  of  Tokyo. 

sing  surpluses.  Miyazawa  may  try  to  use  massive  aid  to 
back  the  disputed  Kuril  Islands  from  the  Soviets.  He'll 
use  offers  of  economic  help  to  try  to  ease  tensions  with 

th  Korea.  And  he  may  team  up  with  the  Foreign  Ministry 

iursuing  Japan's  cherished  dream  of  a  permanent  seat  on 
U.  N.  Security  Council  and  a  bigger  voice  at  the  World 

ik  and  the  International  Monetary  Fund. 

liyazawa's  first  big  test  will  come  when  Bush  visits  Japan 


PRIME  MINISTER- 
A  LOUDER  VOICE 


this  fall,  just  before  the  highly  charged  50th  anniversary  of 
Pearl  Harbor.  Bush  will  likely  warn  Miyazawa  about  congres- 
sional anger  over  Japan's  bulging  trade  surpluses  with  the 
U.  S.,  which  hit  a  record  $9.8  billion  in  September.  Miyazawa 
will  respond  with  an  offer  to  help  recycle  the  surpluses  by 
pumping  more  money  abroad  in  the  form  of  aid  and  invest- 
ment. But  he's  not  going  to  follow  Kaifu's  example  and  let 
Bush  relegate  him  to  signing  checks.  And  he  won't  let  the 
Americans  push  him  around  on  trade  issues. 
"He  might  even  argue  [with  Bush],"  says  Ya- 
sunori  Sone,  a  political  scientist  at  Keio  Univer- 
sity. "That's  something  an  American  President 
would  never  expect  from  a  Japanese  Prime 
Minister." 

Miyazawa  won't  have  such  an  easy  time  dis- 
tinguishing himself  at  home.  Despite  his  senior- 
ity, Miyazawa,  72,  isn't  popular  with  most  LDP 
politicians,  who  consider  him  aloof  and  pedan- 
tic. "In  domestic  politics,  Miyazawa  will  be  in  a 
similar  situation  to  Kaifu,"  says  Mayumi  Mor- 
iyama,  an  LDP  member  of  the  Upper  House. 
Miyazawa  will  be  dependent  on  the  faction  led 
by  former  Prime  Minister  Noboru  Takeshita, 
which  has  dominated  Japanese  politics  for 
years.  Takeshita  men  will  probably  claim  sever- 
al key  ministries — including  finance,  the  most 
powerful. 

Such  arrangements  could  complicate  the 
Keynesian  Miyazawa's  ability  to  nudge  the  conservative  fi- 
nance bureaucrats  toward  more  stimulative  policies,  which  are 
favored  by  the  U.  S.  But  with  Japan's  growth  projected  to  dip 
below  3%  next  year,  Miyazawa  may  make  some  headway  in 
speeding  up  the  $3.3  trillion  in  sewers,  parks,  housing,  and 
other  projects  slated  for  this  decade.  Big  spending  could  be  the 
ticket  to  mollify  an  electorate  angry  over  the  ouster  of  the 
popular  Kaifu.  But,  like  Bush,  Miyazawa  is  more  likely  to 
leave  a  mark  internationally  than  at  home. 

By  Robert  Neff  in  Tokyo 
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EXICO 


president  Carlos  Salinas  de  Gor- 
i  tari's  recent  removal  of  two  state 
!  ivernors  shows  how  much  political 
j  auble  he's  willing  to  risk  at  home  to 

in  a  free-trade  pact  with  the  U.  S.  and 

mada. 

To  get  his  way,  Salinas  needs  to 
•oject  a  democratic  image  north  of 
e  border.  And  with  hopes  of  luring 
•reign  investors  to  Mexico,  he  can  ill 
'ford  political  upheaval.  That's  what 
i  faced  in  Guanajuato  and  San  Luis 
stosi,  as  opposition  leaders  mounted 
eady  marches  and  sit-down  strikes  to 
-otest  alleged  fraud  in  the  Aug.  18 
ections.  In  the  end,  Salinas  relented, 


forcing  the  elected  governors  of  the 
two  states,  both  members  of  his  Insti- 
tutional Revolutionary  Party  (PRI),  to 
step  down. 

The  battle  that  lies  ahead  will  be 
inside  the  PRI,  which  has  ruled  since 
1929.  There  are  forces  in  the  party  that 
are  opposed  to  Salinas'  pro-American 
policies.  Many  of  these  people  are  also 
pushing  for  an  opening-up  of  the  presi- 
dential selection  process  in  1994.  It  has 
traditionally  been  the  privilege  of  Mexi- 
can Presidents  to  tap  their  successors. 
But,  facing  increasing  pressure  at 
home  and  abroad  to  democratize,  Sali- 
nas may  have  to  give  up  that  luxury  in 
1994 — especially  if  the  economy  loses 
momentum. 


EUROPE 


One  powerful  symbol  of  the  single 
market  after  1992  was  going  to 
be  elimination  of  duty-free  shops  for 
travelers  on  trips  within  Europe.  But 
like  the  auto  and  steel  industries,  duty- 
free shops  now  seem  likely  to  win  a 
stay  of  execution  from  the  European 
Community — until  at  least  1996.  They 
will  offer  passengers  exemptions  from 
value-added  tax  and  excise  taxes  on 
Dom  Perignon  champagne,  Toblerone 
chocolate,  and  other  goodies.  The 
shops  will  owe  their  survival  to  heavy 
lobbying  from  European  governments, 
which  depend  on  their  revenues  to  fi- 
nance money-losing  airports. 
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FEARLESS  CRUSADER 

OR  SELF-SERVING  KINGPIN? 


'Big  John'  Dingell  says  he  protects  the  downtrodden.  But  critics  say  his  empire-building  is  destructii 


■  n  a  ballroom  a  stone's  throw  from 
I  the  Capitol,  800  lawyers,  lobbyists, 
I  and  lawmakers  gathered  on  Oct.  8  to 
pay  tribute  to  a  giant  of  Washington: 
Representative  John  D.  Dingell.  Just  be- 
fore the  $750-a-head  dinner  held  by  the 
liberal  Center  for  National  Policy, 
guests  bowed  their  heads  for  an  invoca- 
tion thanking  God  for  Dingell,  "protec- 
tor of  the  powerless  and  the  voiceless." 

Big  John,  as  he  is 
known,  couldn't  have 
put  it  better  himself.  In 
36  years  in  Congress, 
the  65-year-old  Michi- 
gan Democrat  has 
earned  a  reputation  as  a 
tribune  of  the  people- 
scourge  of  greedy  cor- 
porate executives  and 
pettifogging  bureau- 
crats alike. 

That  the  guest  list  in- 
cluded high-priced  lob- 
byists for  hundreds  of 
companies  such  as 
Arco,  Monsanto,  Philip 
Morris,  and  USX  was 
testimony  to  Dingell's 
reach  and  the  fear  he 
inspires.  In  fact,  many 
lobbyists  owe  their  live- 
lihood to  Dingell  and  his 
Energy  &  Commerce 
Committee.  The  chair- 
man's influence  and 
fondness  for  well-publi- 
cized investigations 
have  made  him  one  of 
the  most  powerful  of 
Potomac  potentates. 
But  increasingly,  critics 
say,  Dingell  has  become  intoxicated  with 
iiis  own  importance  and  is  blocking  legis- 
lation crucial  to  business. 

Dingell,  who  received  none  of  the 
'100,000  the  dinner  netted,  sees  no  irony 
being  feted  by  corporate  lobbyists, 
lending  my  name  to  a  fine  think 
he  says.  "I'm  not  for  sale  to 
>ody  who's  holding  a  dinner  in  my 
Dingell   points  out  that  any 
lobbyists  is  bound  to  include 
have  business  before  his  pan- 


country  not  touched  by  our  committee." 

That's  no  exaggeration.  Energy  & 
Commerce  oversees  telecommunications, 
securities,  the  environment,  autos,  rail- 
roads, oil  and  gas,  health  care,  and  nu- 
clear power — economic  sectors  that  ac- 
count for  75%  of  gross  national  product. 

From  his  perch  as  chairman  of  the 
oversight  and  investigations  subcommit- 
tee, Dingell — an  imposing  6-foot,  3-inch 


gro  . 
sornt 
el  be< . 


"there  isn't  an  industry  in  the 


200-pounder — also  pecks  and  pokes  at 
whatever  displeases  him,  even  if  it's  out- 
side his  jurisdiction.  For  example,  his 
high-profile  probe  into  $640  Navy  toilet 
seats  was  based  on  the  thinnest  of 
reeds:  The  Navy  bought  the  seats  from 
General  Dynamics  Corp.,  a  publicly  trad- 
ed company  supervised  by  the  Securities 
&  Exchange  Commission,  an  agency  in 
Dingell's  purview. 

Dingell  wields  at  least  partial  control 
over  half  of  all  legislation  that  flows 
through  the  House's  maze  of  commit- 


tees and  subcommittees.  Since  he 
came  chairman  in  1981,  his  aggress 
ness  has  given  Energy  &  Commerce 
aura  at  the  same  time  so  frighteni 
and  appealing  that  other  lawmak 
clamor  to  serve  on  the  panel. 
turf  fights.  Dingell  is  proud  that 
has  used  his  power  to  protect  cons 
ers,  the  weak,  and  the  downtrodden, 
recent  forays  include  unearthing  fn 
in  scientific  resear 
exposing  bribery  a  i 
falsified  records  in  t| 
approval    of   gene j 
drugs,  and  uncoveri 
overbilling  of  the  g< 
ernment  on  univers 
research  contracts. 

But  after  intervie' 
with  more  than  a  dozS 
members  of  Congrei 
academics,  and  expeu 
on  the  legislati 
branch,  a  view  of  Jo 
Dingell  emerges  that 
far  less  flattering  th 
the  benevolent  ima; 
portrayed  at  the  fur 
raiser.  His  asserti 
ness  often  crosses  t 
line  into  bullying  of 
reaucrats,  executiv 
and  colleagues.  Wh: 
all  lawmakers  look 
ter  their  districts'  m 
row  interests,  Dingel 
parochialism,  especial 
on  behalf  of  the  auto  i 
dustry,  can  be  extrem 
Although  he  fanci 
himself  a  foe  of  wast 
Dingell's  reluctance 


of  rist 


yield  an  inch  of  turf  can  promote  inef: 
ciency  in  government.  Earlier  this  yea 
Representative  Timothy  J.  Penny  (1 
Minn.)  offered  a  bill  to  consolidate  £ 
food  inspections  under  the  Agricultui 
Dept.  The  move  would  have  cut  red  taj 
for  food  processors,  but  it  would  ah 
have  removed  fish  inspection  from  tl 
Commerce  Dept.  and  thus  from  ove 
sight  by  Dingell's  committee.  When  Pe 
ny  apprised  Dingell  of  his  plan,  tl 
chairman  "in  a  vulgar  way  told  me  1 
thought  it  was  a  worthless  idea,"  saj 
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What  level  of  riskcanyou  handle 
when  you  invest? 


Asset  allocation  can  help 
you  maximize  your  returns 
and  minimize  your  risks. 

To  develop  your  personal 
asset  allocation  strategy  we  look 
closely  at  your  overall  financial 
picture,  your  needs  and  goals 
and  assess  an  appropriate  level 
of  risk  you're  comfortable  with. 
Wherever  you  fit  on  the  risk- 
reward  spectrum,  we  believe  that 
a  disciplined  portfolio  approach 
will  help  you  manage  risk  and 
even  turn  it  to  your  advantage. 


After  we  help  you  plan  your 
personal  asset  allocation  strategy, 
only  then  can  we  guide  you  in 
deciding  what  investments -stocks, 
bonds,  cash,  unit  investment 
trusts  and  mutual  funds-are 
right  for  you. 

Isn't  it  time  you  found  out 
what  asset  allocation  can  do  for 
you?  Speak  to  your  Merrill  Lynch 
Financial  Consultant  or  call  for 
a  free  copy  of  our  Get  Rich 
Slowly. . .  and  Carefully 
brochure. 


!  ! 

Call  1-800-637-7455,  ext.  9150 

Return  to  Merrill  Lynch  Response  Center, 

PO  Box  30200,  New  Brunswick,  NJ  08989-0200 

Please  send  me  a  free  copy  of  Gel  Rich  Slowly   and  Carefully 

Name  

Address  

City  State   Zip  


Business  Phone  _L 


Merrill  Lynch  clients,  please  give  the  name  and 
location  of  your  Financial  Consultant 
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Penny.  "Needless  to  say,  it's  not  going 
anywhere." 

Most  committees  have  had  at  least 
one  fight  with  Dingell  over  jurisdiction, 
and  he  has  won  so  many  that  chairmen 
tend  to  avoid  legislation  that  might  have 
to  be  routed  through  Energy  &  Com- 
merce. The  Agriculture  Committee  has 
not  overhauled  pesticide  laws  in  a  de- 
cade because  of  fear  that  Energy  & 
Commerce  will  make  wholesale  changes 
once  a  bill  begins  to  move.  Public  Works 
&  Transportation  Committee  Chairman 
Robert  A.  Roe  (D-N.  J.)  scrapped  a  plan 
to  study  better  connections  between 
highways,  railroads,  airports,  and  mass 
transit  because  the  study  would  have 
made  the  bill  fair  game  for 
Dingell. 

Dingell  doesn't  much 
like  the  idea  of  encourag- 
ing mass  transit  or  any- 
thing else  that  would  dis- 
courage Americans  from 
driving.  His  suburban  De- 
troit district  includes  the 
world  headquarters  of 
Ford  Motor  Co.  and  tens  of 
thousands  of  auto  work- 
ers. But  critics  say  the 
sweeping  jurisdiction  of 
Energy  &  Commerce  de- 
mands that  Dingell  occa- 
sionally rise  above  what's 
good  for  Detroit  and  con- 
sider the  national  interest. 

For  example,  he  has 
blocked  long-term  reauthorization  of  the 
National  Highway  Traffic  Safety  Admin- 
istration since  1986.  This  has  forced  the 
agency,  a  thorn  in  the  side  of  auto  mak- 
ers, to  survive  on  a  series  of  stopgap 
funding  measures.  By  preventing  a  de- 
bate over  auto  safety  standards,  Dingell 
has  frustrated  lawmakers  who  want  to 
force  Detroit  to  build  cars  with  better 
crash  protection.  Dingell  was  also  cru- 
cial in  blocking  revision  of  the  Clean  Air 
Act  for  a  decade,  as  well  as  stymieing 
measures  to  require  air  bags  and  better 
fuel  economy.  Says  Joan  B.  Claybrook, 
president  of  Public  Citizen,  a  group 
founded  by  Ralph  Nader  that  often 
butts  heads  with  Dingell  over  auto  safe- 
ty: "Dingell  commits  legislative  malprac- 
tice when  he  puts  the  public  at  risk." 
hardball.  Dingell  has  a  staff  of  re- 
spected investigators.  But  his  crack 
cumshoes  have  never  examined  a  U.S. 
auto  company  other  than  a  Chrysler 

k>rp.  subsidiary  currently  being  probed 
defense-contract  irregularities.  They 
t  been  ordered  to  stay  away  from 
')it,  but  "they  know  better  than  to 
■thing  so  foolish,"  says  a  former 
DiiiL    !  aide. 

>rs  who  challenge  Dingell  on 
his  hoi     '/round  often  come  away  lick- 


ing their  wounds.  Freshman  Senator 
Richard  H.  Bryan  (D-Nev.)  is  sponsoring 
legislation  that  would  force  carmakers 
to  increase  average  fuel  economy  40%. 
by  2001.  Sources  say  Dingell  has  been 
pushing  hard  to  locate  a  nuclear-waste 
dump  in  Nevada,  hoping  to  distract  Bry- 
an. Dingell  counters  that  Congress  first 
targeted  Nevada  as  a  possible  nuclear 
waste  site  in  1987,  before  Bryan  took 
office,  but  adds:  "His  position  on  [fuel 
economy]  might  make  me  somewhat  less 
sympathetic." 

Such  hardball  tactics  are  vintage  Din- 
gell. In  late  July,  when  it  looked  as 
though  he  was  losing  a  battle  to  derail 
President  Bush's  bill  to  reform  antiquat- 


DINGELL'S  REACH 

This  year  alone,  the  House  Energy  &  Commerce  Committee: 

► 

Voted  to  dismantle  barriers  between  investment  and  commercial  bank- 
ing, but  with  tight  new  controls 

► 

Will  determine  whether  to  loosen  restrictions  on  Baby  Bells 

► 

Will  dec 

de  whether  to  grant  localities  power  to  regulate  cc 

ble  TV 

► 

Will  consider  Big  Oil's  request  to  drill  in  the  Arctic  National  Wildlife 
Refuge  and  will  decide  whether  auto  companies  must  meet  a  higher 
fuel-economy  standard 

► 

Will  consider  reform  of  the  government  securities  markets 

► 

Will  consider  broader  enforcement  powers  for  the  FDA 

► 

Will  consider  national  regulation  for  insurance  companies 

► 

Will  rewrite  hazardous-waste  laws 

DATA:  BW 

ed  banking  laws  by  letting  banks  get 
into  the  securities  business  and  branch 
across  state  lines,  Dingell  dropped  a 
bombshell  at  a  public  hearing.  He  called 
Citicorp,  the  nation's  largest  bank  hold- 
ing company,  "technically  insolvent  and 
struggling  to  survive."  He  suggested 
that  it  was  being  kept  afloat  by  borrow- 
ings from  the  Federal  Reserve. 

The  repercussions  were  immediate. 
Alarm  bells  started  ringing  at  the  Fed 
and  the  Federal  Deposit  Insurance 
Corp.,  where  Chairman  L.  William  Seid- 
man  quickly  repudiated  Dingell.  "I  don't 
believe  Citicorp  is  insolvent  under  any 
standard,"  Seidman  said.  Citicorp  an- 
nounced that  it  hadn't  borrowed  at  the 
Fed  discount  window  in  seven  months. 
But  in  Hong  Kong,  news  of  Dingell's 
remarks  had  depositors  lining  up  at  Citi 
branches  to  withdraw  their  money. 


Although  he's  usually  the  first 

to  jump  on  any  scandal, 
Dingell  showed  no  interest  in 
the  bcci  brouhaha 


Dingell  brushes  aside  the  possibi 
that  such  remarks  could  set  off  a  b; 
run.  "I  thought  it  was  a  true  statemt 
There's  obviously  the  danger  of  [a  ri 
but  here  the  danger  was  not  realize 
Yet  a  top  Citicorp  official  claims 
bank  lost  $800  million  in  Hong  Kc 
deposits.  "He  wanted  in  on  banking 
form,  and  we  were  the  horse  he  chos 
ride,"  says  the  official.  "It  worked." 
bank  PHOBIA.  Dingell's  insistence 
preventing  greater  concentration 
banking  has  serious  consequences, 
has  used  his  vast  power  over  finan' 
regulation  to  block  modernization 
laws,  such  as  the  Glass-Steagall  Actl 
1933  and  the  Public  Utility  Holding  C( 
pany  Act  of  1935,  t  i 
most  experts  regard 
outdated. 

This  attitude  may  hj 
more  to  do  with  family  } 
tory  than  with  lobbyii  . 
Dingell's  father,  John 
represented  the  same  (  t 
trict  in  the  House  fr< 
1933  until  his  death  in  1<  I 
and  was  an  ardent  N 
Dealer.  And  Dingell  / " 
who  won  a  special  electiL 
to  succeed  his  father,  hi 
guarded  the  New  Deal  1% 
acy  ever  since.  Says  \\- 
head  of  a  top  financial-sp 
vices  company:  "I  think  I 
was  born  afraid  of  bank:H 
The  elder  Dingell  l<u 
$7,500  in  the  1929  stock  market  eras 
"every  cent  he  owned  at  the  time,"  say 
the  congressman,  who  was  then  a  i 
year-old.  "The  bankers  have  their  noss 
out  of  joint,  but  they're  asking  for  son-: 
thing  that's  not  proper,  and  I  won't  giV 
it  to  them,"  says  Dingell.  "Banks  mij 
have  changed  but  bankers  have  not." 

This  year,  Dingell  used  his  comm-J 
tee's  limited  jurisdiction  over  pendir, 
bank-reform  legislation  to  write  a  mc» 
restrictive  version  of  a  measure  that  h  | 
been  drafted  by  the  House  Bankiif* 
Committee.  The  ensuing  spat  with  Bar 
ing  Chairman  Henry  B.  Gonzalez  (• 
Tex.)  could  sink  the  bill  for  this  sessic 
But  Dingell's  interest  in  banking 
selective.  Although  usually  the  first 
jump  on  any  scandal,  he  showed  no 
terest  in  the  brouhaha  over  Bank 
Credit  &  Commerce  International.  I 
sent  no  demands  to  regulators  and  he 
no  hearings.  "Not  our  jurisdiction,"  sa; 
committee  spokesman  Dennis  Fitzgi 
bons.  "Too  busy,"  claims  Dingell,  notii 
a  dozen  matters  he's  preoccupied  wit! 

Something  more  may  be  at  work  her 
though.  Dingell  and  his  wife,  Debbie,  i 
executive   in   General   Motors  Corp 
Washington  office,  are  very  close 
Robert  A.  Altman  and  his  wife,  actre1 
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One  of  these  proposals  will  be  left  in  the  dust. 


Plus,  with  optional  equipment,  the  text  and  color 
images  you  generate  on  your  personal  computer  can  be 
printed  with  unsurpassed  quality. 
Canon  Color  Laser 


You've  spent  months  on  a  proposal, 
complete  with  text,  photos  and  computer 
generated  material.  With  a  Canon  Color 
Laser  Copier,  you  can  be  sure  your  work 
,  will  go  the  distance.  Coders.  1  you  think  you 

That's  because  with  a  Canon  Color  Laser  Copier  you  can  t  afford  one  maybe 

can  produce  the  world's  best  digital  color  copies  and  trans-         you  can  t  afford  w ,  be 

parencies.Youcanevenreduceorenlarge images  (>al|01l  W1  Fonnformanon, call  i-800-OK-CANON. 
to  present  them  in  the  exact  size  you  want.      CQL0R LASER C0PIERS 
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INTRODUCING 
HARVARD  BUSINESS  REVIEW 
PAPERBACKS. 

How  would  you  like  to  be  able  to  get  on-the-spot  advice  from  people 
like  Michael  Porter,  Peter  Drucker,  Ted  Levitt,  Rosabeth  Moss  Kanter, 
Henry  Mintzberg.  Kenichi  Ohmae,  Philip  Kotler,  and  John  Gabarro? 

Now  you  can  -  with  Harvard  Business 
Review  Paperbacks.  These  collections  of  articles 
from  the  Harvard  Business  Review  cover  the 
subjects  you  need  to  know  about  -  leadership, 
quality,  global  business,  strategy,  information 
technology,  and  more.  They  give  you  a 
complete  picture  of  the  issues  and  ideas 
that  matter  most  to  you  and  your  business. 

To  receive  a  listing  of  all  39  books 
in  the  series,  or  for  more  information,  call 
1-800-545-7685.  Or  visit  one  of  the  fine 
bookstores  listed  below. 
*^5>  Harvard  Business  School  Press 

1  listributed  to  the  trade  by  McGraw-Hill.  Inc. 

Now  Available  At  These  Select  Bookstores: 


CALIFORNIA 

A  Clean  Well-Lighted 
Place  lor  Books 

Cupertino,  CA  95014 
(408)  255-7600 
Irvine  Sc:/Tech  Books 
Irvine.  CA  92714 
(714)  733-1002 
University  Bookstore 
Irvine.  CA  92717 
(714)  856-7887 
University  Bookstore 
La  Jolla,  CA  92093 
(619)534-3049 
UCLALuValle 
Commons  Bookstore 
Los  Angeles,  CA  90024 
(213)825-4014 
Printer  s  Inc  Bookstore 
Palo  Alto,  CA  94306 
(415)327-6500 
Stanford  Bookstore 
Palo  Alto  CA  94301 
(415)327-3680 
Ooubleday  Book  Shop 
San  Francisco  CA  94108 
(415)989-3420 
Stanford  Bookstore 
Stanford,  CA  94305 
(415)329-1217 
Slacey  s  Professional 
Bookstore 

San  Francisco,  CA  94105 
(415)  421-4687 

GEORGIA 

Oxford  Bookstore 

Atlanta  GA  30305 
(404) 262-3333 

HAWAII 

Honolulu  Book  Shops  Ltd 

ll'inolnlu  HI  96813 
(808,  537-6224 

ILLINOIS 

*rach's  &  Brenlano's 

Chicago,  II  60603 
»12)  332-7500 


Barnes  &  Noble 

Evanston. IL  60201 
(708)491-5812 
Kroch's  &  Brenlano's 
Mt  Prospect,  IL  60056 
(708)259-5510 
Borders  Book  Shop 
Oak  Brook, IL  60521 
(708) 574-0800 
Kroch  s  8  Brentano  s 
Oakbrook. IL  60521 
(708) 574-0340 
Kroch  s  &  Brentano  s 
Rocklord,  tL  61 1 12 
(815)332-2405 
Kroch  s  &  Brenlano's 
Vernon  Hills,  IL  60061 
(708)367-0141 

IOWA 

University  Bookslore 

Ames.  IA  50011 
(515)294-5684 
University  Bookstore 

Des  Moines,  IA  50311 
(515)274-3401 

KANSAS 

Borders  Book  Shop 

Overland  Park,  KS  66212 
(913)  642-3642 

KENTUCKY 

Hawley-Cooke 
Booksellers 

Louisville  KY  40207 
(502)  893-0133 

MARYLAND 

Borders  Book  Shop 

Rockville,  MD  20852 
(301)816-1067 

MASSACHUSETTS 

Barnes  &  Noble 
Bookstore 

Boston,  MA  02108 
(617)426-5184 
Boston  University 
Bookstore 

Boston,  MA  02215 
(617)267-8484 


Doubleday  Book  Shop 

Boston,  MA  02109 
(617)  439-0196 
Harvard  Business 
School  Coop 

Boston  MA  02163 
(617)  492-1000 
Walerstone  s  Booksellers 
Boston,  MA  02116 
(617)  859-8030 
Harvard  Coop 
Cambridge  MA  02138 
(617)499-2000 
Quantum  Books 
Cambridge,  MA  02139 
(617)494-5042 
WordsWorth 
Cambridge.  MA  02138 
(617)354-5201 
Tatnuck  Booksellers 
Worcester,  MA  01602 
(508)  756-7644 

MICHIGAN 

Borders  Book  Shop 

Ann  Arbor.  Ml  48104 
(313)668-7652 
Borders  Book  Shop 
Birmingham,  Ml  48009 
(313)644-1515 
Barnes  &  Noble 
Bookstore 

Rochester,  Ml  4830/ 
(313)853-9855 

MINNESOTA 

Barnes  &  Noble 
Bookstore 

Burnsville  MN  55337 
(612)898-4505 
Barnes  &  Noble 
Bookstore 
Edina  MN  55435 
1612)920-0633 
Odegaards 
Edina,  MN  55435 
(612)  831-6660 
Baders  Books 
Minneapolis  MN  55402 
(612)  339-4922 


Barnes  &  Noble 
Bookstore 

Mmnelonka,  MN  55345 
(612)  541-0508 
Barnes  &  Noble 
Bookslore 

Roseville  MM  55113 
(612) 631-1125 

NEW  HAMPSHIRE 

Barnes  &  Noble 
Bookstore 

Nashua,  NH  03060 
(603)  888-0533 

NEW  JERSEY 

Barnes*  Noble 
Bookslore 

Paramus,  NJ  07652 
(201)  261-6995 

NEW  YORK 

AMA  Bookstore 

New  York,  NY  10020 
(212)586-8100 
Barnes  &  Noble 
Bookslore 

New  York,  NY  11038 
(212)  571-3340 
Barnes  S  Noble 
Bookstore 

New  York,  NY  10020 
(212)  765-0592 
B  Gallon  Bookseller 
New  York,  NY  10103 
(212)247-1740 
B  Dalton  Bookseller 
New  York  NY  10011 
(212)  674-8725 
Doubleday  Book  Shop 
New  York,  NY  10022 
(212)223-3301 
Doubleday  Book  Shop 
New  York  NY  10019 
(212)397-0550 
McGraw-Hill  Bookslore 
New  York,  NY  10022 
(212)512-4100 
NYU  Graduate  School  ol 
Business  Bookstore 
New  York.  NY  10006 
(212)285-6268 


Waldenbooks 

New  York,  NY  10002 
(212)  422-8792 

NORTH  DAKOTA 

Varsity  Mart 

Fargo,  ND  58105 
(701)237-7761 

PENNSYLVANIA 

Borders  Book  Shop 

Philadelphia,  PA  19103 
(215)568-7400 
University  ol  Pittsburgh 
Book  Center 

Pittsburgh,  PA  15213 
(412)648-1450 

TENNESSEE 

Davis  Kidd  Booksellers 

Nashville,  TN  37215 
(615) 385-2645 
Vanderbill  University 
Bookstore 

Nashville,  TN  37240 
(615)322-2994 

UTAH 

BYU  Bookstore 

Provo,  UT  84602 
(801)  378-6787 

WASHINGTON 

Tower  Books 

Seattle,  WA  98109 
(206) 283-6333 
University  Bookslore 

Seattle  WA98105 
(206) 634-3400 

WISCONSIN 

Harry  W  Schwartz 
Bookshop 

Milwaukee  Wl  53202 
(414)274-6406 
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Lynda  Carter.  Altman  was  president 
Washington's  First  American  Banci 
Inc.  until  the  burgeoning  scandal  c 
the  bank's  secret  ownership  by  B 
forced  him  and  Chairman  Clark  M.  C 
ford  to  resign.  In  1989  and  1990,  Dinj 
received  nearly  $10,000  in  campaign  c 
tributions  from  Altman,  Clifford,  i 
their  families  and  associates.  Th; 
more  than  any  other  lawmaker  got  fr 
individuals  with  ties  to  BCCI.  In  additi 
five  years  ago,  the  Dingells  obtainec 
mortgage  on  their  McLean  (Va.)  ho: 
from  First  American  Bank. 

Dingell  denies  that  the  funds  are 
any  way  connected  to  his  passivity  in 
face  of  the  BCCI  scandal,  saying  he  1 
been  friends  with  Altman  and  Cliffc 
for  years  and  that  neither  has  b 
charged  with  any  wrongdoing.  And 
Dingell  spokesman  points  out  that  D 
bie  Dingell  has  had  an  account  at  Fi 
American  since  the  1970s. 
'OLD  bull.'  Dingell's  approach  to  ov 
billing  by  colleges  also  raises  questio: 
His  probe  of  lavish  spending  by  Sfc 
ford  University  led  President  Don; 
Kennedy  to  resign  and  caused  the  g 
eminent  to  change  the  way  it  compi 
sates  schools  for  indirect  research  coi 
such  as  heat  and  janitorial  services, 
when  the  new  rules  threatened 
scpreeze  the  University  of  Michigan  c 
of  $8  million  a  year,  Dingell  wrote 
Budget  Director  Richard  G.  Darm 
complaining  that  a  new  cap  on  indin 
costs  "could  cause  undue  hardship  foi 
number  of  research  universities." 

Another  nettlesome  Dingell  tradema 
is  his  antipathy  toward  foreign  com] 
nies,  particularly  Japanese.  He  once 
ferred  to  Honda  Motor  Co.  executives 
"the  little  yellow  people."  He  defian 
refuses  to  apologize  for  the  remark,  s 
ing:  "I've  heard  them  called  worse." 
he  has  brought  new  meaning  to  the 
gan  "Buy  American."  Before  checki 
into  the  hospital  for  a  1987  hip  repla 
ment,  he  insisted  that  only  U.  S.-m 
parts  be  used. 

In  many  ways,  Dingell  is  a  throwbal 
to  an  earlier  era  in  Congress  when  "( 
bull"  committee  chairmen  ruled  Capi 
Hill  with  an  iron  hand.  "We  show  fid* 
ty  to  New  Deal  and  Great  Society  p: 
grams  as  if  they're  etched  in  stone,  b 
many  have  outlived  their  usefulnes.' 
remarks  Minnesota's  Penny.  "We  ha 
on  to  them  because  of  a  sense  of  owm 
ship  by  our  chairmen." 

But  John  Dingell  isn't  about  to  chan 
his  views.  "I'm  unrepentant,"  he 
clares.  "I  was  sent  down  here  to  ser 
and  protect  the  best  interests  of  t 
500,000-plus  people  in  my  district.  I 
going  to  do  that  to  my  level  best,  anc 
won't  apologize  to  anyone." 

By  Paula  Dwyer  in  Washingt 
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bPECIAL    ADVERTISING  bECTI 


Throughout  my  private  and  public  life,  as  I  have 
had  the  opportunity  to  meet  and  know  individuals 
with  disabilities,  1  have  found  that  there  is  no  differ- 
ence between  the  attitudes,  capabilities,  and  aspira- 
tions of  disabled  people  and  those  of  their  nondisabled 
co-workers.  The  main  distinction  is  the  attitude  of  so- 
ciety. Too  often,  negative  images,  myths,  and  stereo- 
types cause  employers  to  underestimate  the  talents 
and  contributions  of  qualified  job  applicants  with 
disabilities. 

It  is  for  this  reason  that  I  actively  supported  the 
Americans  with  Disabilities  Act  (ADA)  as  it  was  mak- 
ing its  way  into  law.  Unlike  earlier  civil-rights  laws, 
the  ADA  had  the  added  advantage  of  being  based  on 
years  of  experience,  gained  from  Section  504  of  the 
Rehabilitation  Act  of  1 973.  The  rights  and  remedies 
guaranteed  under  the  ADA  thus  have  a  track  record 
that  demonstrates  they  will  be  used  as  positive  guide- 


Vice-Chairman,  National  Organization  on  Disability 

On  March  30,  1981,  as  President  Ronald  Rea- 
gan's press  secretary,  I  was  accompanying  the  Presi- 
dent as  he  left  a  hotel  in  Washington,  D.C.,  after  mak- 
ing a  speech.  A  would-be  assassin  lurked  outside  that 
morning,  and  one  of  four  bullets  intended  for  the  Pres- 
ident burrowed  its  way  into  my  head.  I  was  rushed  to 
the  hospital  and  almost  died. 

There  were  times  during  my  eight  years  of  physi- 
cal therapy  (or  "physical  terrorism,"  as  I  called  it) 
when  I  felt  I  should  have  died.  The  years  were  gruel- 
ing: I  literally  had  to  learn  to  read,  talk,  and  walk  all 
over  again. 

Now,  as  one  of  our  country's  disabled  citizens,  I 
have  also  learned  that  people  with  disabilities  are  not 


ABOUT  THE  AUTHORS  "WILLING  \ND  ABLE"  was  written 
by  Kivin  R.  Hopkins  and  Susan  L.  NESTLEROTH,  authors  of 
Help  Wanted:  How  Companies  Can  Survive  and  Thrive  in  the 
Coming  Worker  Shortage  (McGraw-Hill,  1 9S>0). 
Mr.  Hopkins  is  an  economist  and  senior  fellow  with  tin  Hud- 
son Institute,  an  Indianapolis,  Ind.,  based  research  center,  and  is 
president  of  The  Work  Force  2000  Group,  a  strategic-planning  firm 
headquartered  in  Springfield,  Va.  Formerly  White  House  special 
assistant  to  the  President  for  economic  policy,  he  has  served  as  a 
communications  and  policy  advisor  to  numerous  corporate  CEOs 
ami  U.S.  government  agencies  on  a  variety  of  economic,  employ- 
ment, and  education  issues. 

Ms.  Nestleroth,  a  member  of  the  Hudson  Institute's  Work- 
force 2000  team,  specializes  in  research  on  the  recruitment,  hiring, 
and  training  of  employees  with  disabilities.  Most  recently,  she  was 


posts  rather  than  as  onerous  burdens. 

I  am  convinced  that  most  American  businesl 
will  voluntarily  comply  with  the  ADA.  The  Fed 
government,  through  the  Department  of  Justice, 
Department  of  Education,  and  the  Equal  Employm 
Opportunity  Commission,  will  help  out  by  provid 
clear  and  concise  guidelines.  These  departments 
agencies  also  will  make  technical  assistance  availaB 
that  will  aid  in  compliance.  As  much  as  possible,  I 
want  to  offer  assistance  before  enforcement. 

Still,  the  best  resource  employers  can  call  uponB 
making  the  ADA  work  is  people  with  disability 
themselves.  Ask  workers  with  disabilities  what  til 
want  and  need.  You  will  be  enriched  by  their  respo  I 
es.  Perhaps  most  important,  you  will  find  a  whole  n0 
group  of  top-quality  employees  you  may  not  h 
known  existed — people  who  are  ready,  willing  a 
able  to  do  the  job 


participating  equally  and  fully  in  society.  I  thereft 
launched  a  nationwide  Calling  on  America  campa 
to  achieve  full  acceptance  and  participation  in  all 
pects  of  life  for  our  43  million  citizens  with  disabiliti 

As  vice-chairman  of  the  National  Organization 
Disability,  I  am  calling  on  citizens  and  leaders  in 
sectors  of  American  life  to  help  release  the  tremendc 
potential  of  our  nation's  largest  minority.  It  is  not  j 
people  with  disabilities  who  stand  to  gain.  We  i 
consumers,  taxpayers,  voters,  community  leade 
and-most  importantly-  employees. 

My  message  for  American  businesses,  then,  is  si 
pie:  America's  new  work  force  needs  us — we  are 
ing  and  able! 


research  director  for  the  U.S.  Department  of  Labor's  Opportur 
2000  study,  an  in-depth  look  at  strategies  for  employing  and  tr. 
ing  members  of  the  new  work  force. 
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Who  knows 
your  disability  insurance 


needs  best? 
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The  Bottom  Line 


Not  just  compassion  or  compliance, 
but  good  economic  sense 


ire  the  handicapped  —  do  a 
good  deed." 

"Hire  the  disabled  —  it's 
the  law." 

One  reason  or  the  other — you've 
heard  the  same  messages  dozens,  maybe 
hundreds  of  times  before.  Perhaps  you  al- 
ready know  all  you  need  to  know. 

Well,  forget  what  you  know.  There's 
one  more  reason  for  recruiting  and  hiring 
people  with  disabilities,  a  reason  you  may 
not  have  considered:  your  bottom  line. 

Altruism  is  fine,  when  you  can  afford  it. 
Obeying  the  law  is  a  must,  even  when  it 
might  be  cheaper  not  to.  But  there's  always 
a  bottom  line:  You  have  to  make  a  profit,  or 
you  won't  be  in  business  very  long.  And  in 
the  1990s,  one  of  the  hidden  keys  to  prof- 
itability may  be  a  large  and  growing  bloc  of 
Americans — people  with  disabilities. 

In  a  decade  in  which  willing  and  able 
workers  will  be  increasingly  hard  to  find, 
the  nearly  nine  million  working-age  Amer- 
icans with  disabilities  now  outside  the  job 
market  may  be  one  of  your  best  sources  of 
new  employees — period. 

A  Thought  Experiment 

Of  course,  if  your  firm  is  one  of  the 
far-sighted  companies  that's  already  made 
an  effort  to  reach  out  to  people  with  dis- 
abilities, you  don't  need  to  be  convinced  of 
this.  Your  experience  is  proof  enough. 

But  if  not — if  vours  is  one  of  the  millions 


thinking,  "Why  would 
I  want  to  hire  one  of 
those?" 

In  what  follows, 
we'll  tell  you  why.  And 
how.  And  what  to  ex- 
pect. But  first,  a  little 
thought  experiment. 

Imagine,  if  you  will: 
your  company's  pub- 
lic-affairs office  has 
asked  you  to  update 
your  resume.  You  do 
so  one  evening,  and 
before  you  go  to  bed, 
you  read  it  over.  Pretty 
impressive.  With  your 
record  of  accomplish- 
ments, any  number  of 
firms  would  be  lucky 
to  have  you. 

Energized  by  this  thought,  you  awake 
the  next  morning,  ready  to  set  to  work — but 
your  eyes  won't  open.  Then  matters  get 
worse.  You  realize  your  eyes  are  open — and 
the  world  outside  is  as  black  as  the  deepest 
sleep.  Permanently. 

Something  to  Say 

We  won't  take  you  any  further  down  this 
path.  You  can  guess  what  it  must  be 
like  to  suddenly  be  plunged  into  a  world  where 
sound  and  touch  are  your  only  guides.  That's  not 
the  point.  You  wake  up  one  morning  without 
your  sight — so  what 


IN  A  DECADE  IN  WHICH  willing  and  able  workers 
will  be  increasingly  hard  to  find,  the  nearly  nine 
million  working-age  Americans  with  disabilities 
ow  outside  the  job  market  may  be  one  of  your  best 
urces  of  new  employees — period. 


o,  ...  j  vhose  hiring  practices  are  still  ruled 
b\  stereotypes  and  don't-rock-the-boatcon- 
naiiry — you're  probably  ready  to  toss 
this  article  aside.  A  blind  person?  A  deaf 
won  •  A  teenager  with  a  learning  disabili- 
ty? A  man  in  a  wheelchair?  You  may  be 
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else  has  changed? 
Nothing  else. 

That's  the  point. 
What  gave  rise 
to  the  long  list  of  ac- 
complishments you 
typed  up  the  night 
before  wasn't  your  eyesight  (though  it  no 
doubt  helped),  but  those  qualities  that  origi- 
nated a  few  inches  behind  your  eyes — your 
management  skills,  your  creativity,  your  per- 
sistence, your  ability  to  cut  to  the  core  of  a 
problem.  And  you  still  have  every  one  of 


Paul  Rink,  an  attorney  in  Chicago 
one  of  a  growing  number  of  people! 
with  disabilities  moving  into  top-le  I 
professional  and  executive  positio 


these  talents,  despite  what  you've  lost. 
Think  about  it. 

Then  think  about  one  thing  more: 
same  principle  applies  to  every  disab 
person  in  America.  Abilities,  not  disab 
ties,  determine  a  person's  potential.  Peo 
are  the  sum  of  what  they  can  do,  not 
what  they  can't. 

Apple  Computer  Company's  Al 
Brightman  tells  of  a  poster  published 
Great  Britain  a  few  years  ago  showins 
nonvocal  fifth-grade  child  operating 
computer  with  a  head  wand.  The  b 
v\  atches — proudly,  studiously — as  he  fi 
up  the  screen  with  text.  The  poster's  ca 
tion  reads,  "Just  because  I  couldn't  spes 
they  thought  I  had  nothing  to  say." 

People  with  disabilities  have  a  lot  to  s; 
and  do,  and  contribute  to  American  bu 
ness.  Smart  employers  are  listening. 

Are  you?  * 
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UNUM. 

That's  who. 


UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know. 


UNUM  Life  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through 
this  company).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
New  York),  First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1991  UNUM  Life  Insurance  Company 


1-800-634-8026 
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Where  Hrve  Del  the  Good  Workers  Gone? 


Despite  the  recession,  worker  shortages  are 
on  the  way.  who  will  fill  the  gap? 


As  the  1 980s  drew  to  a  close, 
business  books  and  maga- 
zines were  filled  with  warn- 
ings that  large-scale  worker 
shortages  were  on  the  way.  The  Hudson 
Institute's  W  illiam  Johnston,  author  of  the 
landmark  Workforce  2000  study  and  one 
of  the  shrewdest  observers  of  the  U.S.  la- 
bor market,  crystallized  this  view  with  his 


firms,  is  a  surplus  of  illusions.  Like  a  beach 
covered  over  by  high  tide,  the  country's 
underlying  labor-force  demographics 
haven't  been  erased,  only  camouflaged. 

The  fact  remains:  The  U.S.  work  force 
throughout  the  1 990s  will  grow  more  slowly 
than  at  any  time  in  the  past  70  years. 
Though  the  overall  labor  force  will  be  larger, 
there  will  be  nine  million  fewer  people  enter- 
ing the  job  market 


LABOR  SHORTFALLS— and  the  resulting  competition  for 
available  workers — could  be  much  more  intense  in  the 
coming  years  than  even  the  most  pessimistic  forecasters 
had  anticipated.  To  put  it  bluntly:  There  simply  won't  be 
enough  new  workers  to  go  around. 


forecast  that,  in  the  1 990s,  there  would  be 
"a  spreading  surplus  of  jobs,  and  spread- 
ing shortages  of  workers  to  fill  them." 
Business  leaders  weighed  in  with  their  own 
predictions.  A  1990  survey  by  the  Wash- 
ington, D.C.,  consulting  firm  Towers  Per- 
rin,  for  instance,  discovered  that  senior 
management  at  65  %  of  responding  com- 
panies were  concerned  about  "impending 
shortfalls  in  the  labor  pool." 

Then  came  the  1990-91  recession,  and 
suddenly  no  one  seemed  to  be  talking 
about  worker  shortages  anymore.  With 
factories  and  financial-services  firms  alike 


in  the  1990s  than 
there  were  in  the 
1970s — and  this  in 
an  economy  twice 
the  size  of  the  earlier 
decades'  (see  chart). 
This  slowdown 
will  become  a  full-fledged  turnaround 
among  young  workers,  the  group  employ- 
ers normally  look  to  for  new  hires.  Rather 
than  merely  growing  less  rapidly,  the  num- 
ber of  workers  aged  20  to  29  will  fall  by 
one-sixth  over  the  1990s,  thanks  to  the 
"baby  bust"  of  past  decades. 

And  that's  not  all.  U.S.  Labor  Depart- 
ment data  earlier  this  year  revealed  an  un- 
expected decline  in  the  number  of  women 
aged  25  to  34  entering  the  labor  force.  The 
Workforce  2000  study  had  projected  that, 
due  to  a  40-year  upward  trend  in  their  la- 
bor force  participation  rates,  women 


handing  out  pink  slips,  with  un- 
employment rolls  growing  and 
corporate  expansions  slowing, 
i>  h  applicants  were  as  abundant 
as  ever.  Another  doomsday 
myth  had  been  exploded.  Prob- 

Don't  you  believe  it. 

plus  of 

i  u  projections  of  coming 
work,  shortages  are  just  as 
pertincr.7  now  as  they  were 
then.  Tlu  .ssion-generated 
labor  surplus,  despite  the  relief 
it's  brought  to  worker-strapped 
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LABOR  FORCE  GROWTH 

Cain  from  previous  decade  (millions  of  new  workers) 
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would  account  for  two-thirds  of  all  m 
new  jobseekers  in  the  1990s. 

If  these  increases  don't  materialize, 
now  appears  possible,  labor  shortfalls- 1 
and  the  resulting  competition  foravailahj 
workers — could  be  much  more  intense 
the  coming  years  than  even  the  most  pe 
simistic  forecasters  had  anticipated.  To  p 
it  bluntly:  there  simply  won't  be  enout 
new  workers  to  go  around. 

A  Shortage  of  Skills 

Yet  there's  an  even  more  troubleso 
side  to  the  story  than  this.  The  shortage 
the  number  of  workers  will  be  joined  by  | 
problem  the  recent  recession  couldn't di 
guise:  a  shortage  of  skills. 

As  early  as  1988,  a  U.S.  Labor  Depail 
ment  survey  found  that  two-thirds  of  tlj 
nation's  employers  were  reporting  seve  I 
deficiencies  in  the  mathematical  and  liter; 
cy  capabilities  of  their  first-time  job  appl  | 
cants.  Many  firms  had  to  interview  up 
20  entry-level  candidates  to  find  a  sing| 
person  who  was  qualified  for  their  adve 
rised  positions. 

A  subsequent  Labor  Department  r 
port,  released  this  past  July,  further  co 
eluded  that  the  majority  of  high-sch 
graduates  lack  the  sophisticated  info 
tion-processing.  communications,  te 
j  work,  and  analytical-thinkir 
g  skills  that  most  of  the  comir] 
g  decade's  jobs  will  require. 

The  result  is  inescapable 
things  don't  change,  employe 
in  the  1990s  will  have  to  p£ 
more  for  employees  who  can 
less.  In  the  process,  competiti 
ness,  profitability,  and  produ 
and  service  quality  are  bound  i 
suffer. 

For  the  economy  as  a  whol 
that's  a  recipe  for  stagnatioi 
For  individual  firms  caught  ui 
prepared,  however,  it's  won 
than  that.  It's  a  prescription  f< 
financial  disaster.  <• 


Business  Week  October  2S.199 


Share  the  happiness... 

with  AHST  Dual  Party  Relay  Service. 

She  couldn't  wait  to  tell  her  mother  the  good  news.  And  with 
AT&T  Dual  Party  Relay  Service,  she  didn't  have  to  wait. 

AT&T  Dual  Party  Relay  Service  lets  anyone  —  deaf,  deaf- 
blind,  hard-of-hearing,  speech-impaired  or  hearing  —  communi- 
cate directly  by  telephone,  simply  by  calling  a  state  center* 
As  the  call  is  taking  place,  a  communications  assistant  will 
relay  TDD/TTY  typed  messages  to  spoken  English,  and  spoken 
English  to  TDD/TTY  typed  messages.  It's  that  easy. 

Since  the  service  operates  24  hours  a  day,  you'll  always  be 
able  to  share  those  happy  moments. .  wherever  you  are,  when- 
ever they  happen.  For  more  information  about  AT&T  Dual 
Party  Relay  Service,  call  the  AT&T  National  Special  Needs 
Center:  (TDD)  1  800  833-3232,  (Voice)  1  800  233-1222. 
Toll-free  numbers  for  AT&T  Dual  Party  Relay 
centers  are  also  listed  in  the  1991  International 
Telephone  Directory  _ 
lor  TDD  users  ^  ^V^SlT 

«^=r  The  right  choice. 


>r  help  placing  calls  to  other  TDD/TTYs,  call  AT&T  Operator  Services  for  the  Deaf:  ( TDD )  1  800  H5V1 1SS 


'available  only  in  certain  states 


HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUMBY 


Olsten 
introduces 

THE 
FLEXIBLE 
WORKFORCE. 


Upturns,  downturns,  recessions,  depressions,  sudden 
recoveries,  and  slumps.  Companies  that  can't  bend 
with  change  are  companies  that  can't  survive  it. 

Olsten  has  the  solution:  flexibility. 
With  Olsten's  Flexible  Workforce™,  you  can 
reduce  overhead  and  improve  efficiency  by 
utilizing  people  only  when  you  need  them. 
During  slower  periods,  maintain  a  core  staff 
of  full-time  workers.  During  peak  periods,  supplement  that  staff  with 
Olsten  temporary  workers.  Your  staff  works  more  efficiently.  More 
productively.  And  your  company  sustains  its  competitive  edge. 

So  make  Olsten  your  partner  for  the  future.  Olsten  can  supply 
you  with  the  innovative  thinking  and  long 
term  planning  that  make  a  company 
more  resilient.  Because  in  business  today, 
to  be  tough  you  have  to  be  flexible. 


Lower  overhead, 
higher  profits. 

CALL 
1-800-225-TEMP 


1 


nistn 

Temporary  Services 


THE    WORKING  SOLUTION* 
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ver  the  Overlooked 


People  with  disabilities  want  to  wdrk-and  they 
can  work-at  the  great  majority  of  new  jobs 


n  this  age  of  enlightened  self-interest, 
f  in  which  businesses  routinely  cast 
*  their  recruitment  nets  well  beyond 
the  traditional  white-male  labor  pool, 
people  with  disabilities  remain  America's 
invisible  minority — "out  of  sight,  out  of 
mind,"  in  the  words  of  former  U.S.  Rep. 
Tony  Coelho,  an  original  sponsor  of  the 
Americans  with  Disabilities  Act. 

It's  a  problem  that's  poignantly  illus- 
trated by  the  experience  a  blind  man  re- 
cently recounted  to  the  New  York-based 
Public  Affairs  Committee.  The  man  had 
arrived  at  his  dentist's  office,  accompanied 
by  his  guide  dog.  Amber.  Noticing  the 
man's  blindness,  the  receptionist  politely 
inquired,  "And  what,  my  dear,  is  the  gen- 
tleman's name?"  Though  he  was  used  to 
being  ignored,  it  still  took  the  man  a  few' 
moments  to  realize  the  receptionist  was 
speaking  to  Amber. 

Many  American  companies,  it  appears, 
aren't  much  more  perceptive  than  this. 

A  1987  survey  by  Louis  Harris  and 
Associates,  for  instance,  showed  that  only 
one  out  of  ten  top  managers  held  a 
"strongly  optimistic"  attitude  toward  peo- 
ple with  disabilities  as  potential  employ- 
ees, and  were  considerably  more  apt  to 


view  racial  minority-group  members  and 
elderly  persons  as  "excellent"  sources  of 
|ob  applicants. 

In  another  Harris  poll,  conducted  in 
1986,  47%  of  working-aged  people  with 
disabilities  who  were  not  employed,  or 
who  were  employed  part-time,  said  em- 
ployers failed  to  recognize  that  they  were 
capable  of  doing  a  full-time  job. 

One  wonders:  Who  is  it  that  really  suf- 
fers from  limited  vision? 

A  Work  Force  in  Waiting 

W  ith  severe  worker  shortages  sure  to 
return  as  the  economy  heats  up,  an  out- 
sider might  expect  ^^^^^^^^^^^ 


ed  16  million  by  the  year  2000),  bare| 
four  million  are  now  employed — and  fev 
er  than  two-thirds  of  these  full-time 
meaning  that  nearly  nine  million  peopl 
with  disabilities  do  not  hold  jobs.  This  rej 
resents  a  higher  non-empioyment  rat 
than  for  any  other  major  demography 
group  between  ages  18  and  65 — includir 
young  black  males,  who  are  most  often  cil 
ed  for  their  non-participation  in  the  labq 
force. 

What's  more,  the  great  majority 
people  with  disabilities  say  they  want\ 
work,  if  only  they're  given  the  chancJ 
When  Louis  Harris  surveyed  jobless  Amer 


U.S.  companies  to 
be  aggressively  re- 
cruiting from  even 
the  smallest  labor 
pools.  But  disabled 
Americans  are  more 
than  this.  In  fact. 

Americans  with  disabilities  constitute  the 
largest  single  bloc  of  potential  employees 
in  the  new  work  force. 

The  numbers  alone  tell  the  story.  Of 
the  approximately  13  million  disabled 
people  of  working  age  (rising  to  a  project- 


THE  GREAT  MAJORITY  of  people  with  disabilities  say  they 
want  to  work,  if  only  they're  given  the  chance.  When  Louis 
Harris  surveyed  jobless  Americans  with  disabilities  in 
1986,  fully  two-thirds  of  those  of  working  age  said  they 
would  like  to  be  employed. 


cans  with  disabilities  in  1986,  for  exampL 
fully  two-thirds  of  those  of  working  a 
said  they  would  like  to  be  employed. 


Able  Where  It  Counts 


WORKER  DISABILITIES 

Major  disabling  condition  (in  percent) 


PHYSICAL  DISABILITIES 

Nonparalytic  orthopedic 
Neuromotor/neuromuscular 
Other  physical  disabilities 

MISC.  IMPAIRMENTS 

Heart/blood  disease 
Cancer/diabetes/kidney 
Respiratory/pulmonary  disease 

SENSORY  IMPAIRMENTS 

Blindness/visual  impairment 
Hearing/speech/language 

MENTAL  DISABILITIES 

Mental  retardation 
Learning  disabilities 
Brain  dysfunction/senility 

UNKNOWN 


: 
- 

and  r 
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Willing  and  Able 


But  desire  alone  isn't  enough.  Fo 
business  managers  who  must  constantl 
watch  their  bottom  line,  the  more  pressin 
question  is:  Can  people  with  disabilities  d> 

the  job'; 

It's  meaningless,  of  course,  to  taL 
about  the  on-the-job  capabilities  of  dis 
abled  people  as  a  whole.  Disabilities  ani 
their  potential  impact  on  job  performanc 
vary  markedly — as  disability  statistics  in 
dicate.  All  told,  38%  of  disabled  people  o 
working  age  have  physical  disabilities  [.„ 
mainly  orthopedic,  motor  or  muscular  im 
pairments.  Another  13%  have  visual 
hearing  or  speech  impairments,  whil< 
32%  experience  other  activity-limitinj 
health  conditions,  such  as  heart  disease 
respiratory  illness  and  cancer.  Only  \2°A 
suffer  primarily  from  a  mental  disability  o 
brain  dysfunction  (see  chart). 
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After  losing  his  hearing,  Beethoven  went  on  to  produce  some  of  his  greatest  work.  But  his 
[j  disability  took  an  emotional  toll  on  him. 

ITT  Hartford  knows  the  emotional  costs  of  disability  must  be  managed,  along  with  the  dollar 
costs  of  disability.  We  can  provide  Rehabilitation  Counselors  to  work  closely  with  disabled  employ- 
ees, their  employers  and  physicians.  This  work  can  range  from  helping  the  disabled  cope  with  their 
condition,  to  arranging  for  specialized  assistance  and  equipment,  to  coordinating  the  return  to  work. 

The  result  is  a  comprehensive  vocational  program  tailored  to  an  individual's  skills  ^Xny 
and  requirements. 

Employers  and  their  employees  shouldn't  have  to  face  disability  alone.  (Mm  f, 

To  find  out  about  our  full  range  of  Employee  Benefit  solutions,  call  JHto 
\  Dennis  Treat,  VP,  Group  Life  &  Health  Sales  at  (203)  843-8590.  ITT  HARTFORD 
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And  even  these  dan  mask  a  wide  range 
of  impairments.  For  instance,  among  dis- 
abled persons  of  working  age,  estimates 
show  that  fewer  than  10%  of  those  with 
physical  limitations  use  a  wheelchair; 
equally  small  proportions  of  people  with  vi- 
sual and  hearing  impairments,  respectively, 
are  actually  blind  and  deaf,  while  only  one 
out  of  ten  people  with  mental  retardation 
are  severely  retarded.  And  among  individu- 
als with  learning  disabilities,  many  have 
conditions  that  may  impede  reading,  writ- 
ing or  computation,  but  that  otherwise  do 
not  interfere  with  their  intellectual  and  rea- 
soning capabilities. 

kontrastthis  set  of  disabilities  with 
the  variety  of  work  opportunities 
likely  to  arise  over  the  coming 
decade,  and  the  possibilities  for  job-match- 
ing become  plain.  According  to  the  U.S.  Bu- 
reau of  Labor  Statistics,  more  than  90%  of 
the  net  new  job  openings  through  the  year 
2000  will  be  in  information-  intensive  and 
service-intensive  occupations.  In  these  posi- 
tions, brain  power,  not  physical  dexterity. 
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will  be  the  prime  requirement. 

This  is  a  capability — shown  by  the  dis- 
ability figures  just  cited — that  90%  or 
more  of  disabled  people  possess  in  full. 
Thus,  it  is  fair  to  say  that  as  many  as  90% 
of  all  ti'orking-aged  people  with  disabili- 
ties will  be  capable — with  suitable  accom- 
modations— of  performing  up  to  90%  of 
the  economy's  new  jobs. 

While  the  approximately  6%  of  peo- 
ple with  mental  retardation  may  face  more 
limited  employment  options,  many  thou- 
sands of  jobs  will  be  open  to  them  as  well. 
By  the  year  2000,  for  example,  there  will 
be  some  230,000  new  positions  for  food- 
preparation  workers,  and  about  560,000 
for  janitors  and  cleaning  personnel — jobs 
that,  with  appropriate  training  and  super- 
vision, a  large  share  of  people  with  mental 
retardation  will  be  able  to  fill. 

More  Than  A  Theory 

These  conclusions  about  the  capabili- 
ties of  disabled  people  in  the  workplace 
are  more  than  idle  theory.  Virtually  every 
study  of  the  issue  has  giv- 
en people  with  disabilities 
high  marks  for  their  work 
attitudes,  attendance,  and 
productivity. 

Most  notable  are  the 
results  obtained  by  the 
Wilmington,  Del.,  based 
Du  Pont  Company.  A  na- 
tional leader  in  hiring 
people  with  disabilities, 
Du  Pont  has  been  system- 
atically measuring  dis- 
abled-employees' job  per- 
formances, since  1958, 
and  tabulations  from  their 
1 990  survey  provide  clear 
evidence  that  the  firm's 
recruitment  efforts  have 
paid  off.  Overall,  man- 
agers rated  97%  of  dis- 
abled workers  average  or 
above  average  in  terms  of 
job  safety;  86%  average 
or  above  in  attendance; 
and  fully  90%  average  or 
above  in  overall  job  per- 
formance. 
Other  studies  have  produced  similar 
findings: 

•  In  the  1 987  Harris  survey,  eight  out 
of  ten  department  heads  and  line  man- 
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agers  felt  that  workers  with  disabilitie 
were  no  harder  to  supervise  than  wer 
nondisabled  employees,  and  almost  hal 
rated  disabled  employees'  willingness  t< 
work  hard,  as  well  as  their  reliability 
punctuality  and  attendance,  as  better  thai 
that  of  workers  without  disabilities. 

*  In  the  1991  Harris  survey  commi 
sioned  by  the  National  Organization  oi 
Disability,  four-fifths  of  Americans  wh< 
worked  alongside  an  employee  with  a  dis 
ability  said  that  he  or  she  was  at  least  a 
productive  as  nondisabled  colleagues. 

♦  Data  from  the  U.S.  Office  of  Voca 
tional  Rehabilitation  reveal  that  95%  o 
more  of  disabled  workers  have  the  same  o 
lower  rates  of  absenteeism,  job  turnover 
and  job-related  accidents  as  nondisablei 
workers  do,  and  that  their  productivity 
at  least  as  high  in  90%  of  cases. 

Employees  with  mental  retardatioi 
score  nearly  as  well  as  other  disabled  work 
ers.  Among  the  more  than  37,000  peopl 
the  Association  for  Retarded  Citizens  ha 
placed  in  competitive  positions  over  thi 
last  two  decades,  managers'  responses  in 
dicate,  at  least  80%  have  performed  thei 
jobs  successfully. 

The  Testimony  of 
Employers 

The  most  persuasive  proof  of  the  wis 
dom  of  hiring  workers  with  disabilitie 
comes  not  from  national  surveys,  howev 
er,  but  from  the  testimony  of  employer 
themselves — testimony  that  those  with  thi 
most  experience  in  this  field  are  eager  t< 
offer. 

Clyde  Hopkins,  president  of  Martii 
Marietta  Energy  Systems  in  Oak  Ridge 
Tenn.,  is  one  executive  who  has  spen 
years  actively  seeking  out  job  applicant 
with  disabilities.  "The  more  we  do,"  he  in 
sists,  "the  more  our  people  are  convincec 
we  should  give  workers  with  disabilitie: 
the  same  opportunity  as  anyone  else.  Oui 
managers  do  worry  about  complying  wit! 
the  law,  but  that  motivation  soon  wear: 
off  when  they  see  how  well  people  wit! 
disabilities  perform  their  jobs." 

Bill  White,  president  of  the  Culve 
City,  Calif.,  electronic-security  firm  AP 
Security,  Inc.,  is  even  more  emphatic.  "Al 
of  the  disabled  workers  we've  hired  fal 
within  the  top  10%  of  our  finest  employ 
ees.  If  I  could  staff  half  my  business  thi; 
way,"  he  says,  "I  would."  ❖ 


12  •  Willing  and  Able 


Business  W  e  e  k  •  Q  cto  b  e  r  ZB,  199 


FOM 


43  MILLION 
AMERICANS), 

INDEPENDENCE 

DAT  IS 
JULY  26th 


Americans  with  Disabilities  Act. 
This  new  declaration  of  independence  marks  our  nation's  commitment 

to  put  the  abilities  of  all  Americans  to  work. 
As  a  member  of  the  President's  Committee  of  Employment  of  People 
with  Disabilities,  we  are  proud  to  support  this  Act. 
Because  at  RJR  Nabisco,  we  believe  that  the  differences  among  us  not 
only  enrich  our  workplace  but  also  strengthen  our  company. 


On  July  26,  1990,  President  Bush  signed  the 
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Mhking  the  Commitment 


The  most  successful  employers  df 
people  with  disabilities  focus  on  their 
abilities.  not  their  disabilities 


f  people  with  disabilities  represent 
such  a  large  group  of  willing  and  able 
workers,  why  haven't  more  firms 
made  the  effort  to  bring  them  onto 
their  company  payrolls?  Ignorance  of  dis- 
abled people's  capabilities  may  be  one 
problem.  Fears  of  costly  accommodations 
may  be  another.  And  many  employers  sim- 
ply may  not  have  felt  the  need  yet  to  reach 
beyond  their  traditional  recruitment  base. 

But  there's  another,  more  disturbing 
possibility:  the  presence  of  corporate  atti- 
tudes that  hold — in  spite  of  the  evidence  to 
the  contrary — that  people  with  disabilities 
can't  do  the  job,  or,  even  if  they  can,  that 
dealing  with  employees  with  disabilities  is 
too  much  of  an  inconvenience. 

Leading  disability  advocates,  like  Gal- 
laudet  University  president  Dr.  I.  King 
Jordan,  insist  that  this  is  more  than  a  possi- 
bility. "The  most  important  barriers  to  the 
employment  of  disabled  people  are  attitudi- 
nal  barriers,"  he  told  the  May  1991  confer- 
ence of  the  President's  Committee  on  Em- 
ployment of  People  with  Disabilities.  "Of- 
ten we're  judged  unable  to  do  something 
before  we're  given  an  opportunity  to  try." 

A  poster  issued  by  the  National  Easter 
Seal  Society  makes  the  same  point  more 
graphically.  The  poster  shows  a  human 
hand  ready  to  grasp  the  prosthetic  device 
offered  by  a  disabled  job  candidate.  The 
caption  reads,  "Sometimes  the  worst  thing 
about  having  a  disability  is  that  people 
meet  it  before  thev  meet  you.'" 

Unfortunately,  these  suspicions  of 


directors,  conducted  by 
the  Sterling,  Va.,  based 
journal  SAINT  (Special 
and  Individual  Needs 
Technology),  found  that 
the  "biggest  obstacle  for 
higher  employment  op- 
portunities [for  people 
with  disabilities]  is  attitu- 
dinal.  "Many  people,"  the 
journal  reported,  "do  not 
believe  that  disabled  peo- 
ple can  work  indepen- 
dently and  productively." 

Attitudes  Are 
Changing 

Attitudes  toward  people  with  disabili- 
ties however,  do  appear  to  be  slowly 
changing.  John  Kemp,  executive  director 
of  L'nited  Cerebral  Palsy  Associations,  has 
had  the  chance  to  witness  this  transforma- 
tion directly.  Born  without  arms  or  legs, 
the  42-year-old  Kemp  walks  with  the  aid 
of  artificial  legs  and  prosthetic  clamps. 

While  feeling  that  most  Americans 
continue  to  believe  that  people  with  dis- 
abilities cannot  contribute  as  much  as 
nondisabled  people  can,  Kemp  told  The 
Kon  Profit  Times  earlier  this  year  that 
there  have  been  significant  improvements 
in  the  last  15  or  20  years,  "not  only  in  the 
accessibility  of  many  facilities. ..but  also 
in  people's  attitudes.  I  think  we're  starting 
to  see  an  empathy  or  understanding  by 
more  people"  about  the  capabilities  of 
disabled  persons. 


abilities  were  to  join  the  work  force 
would  b>e  a  "boost  to  the  nation." 

These  more  hospitable  attitudes  a 
pear  to  be  spilling  over  into  the  job  marl 
as  well.  Two-thirds  of  the  Harris  respo 
dents,  for  example,  say  they  would  su 
port  policies  to  increase  the  number 
people  with  disabilities  in  the  workplace 

Seeing  Abilities,  Not 
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EIGHT  IN  TEN  AMERICANS  now  view  people  with  disabilities 
i  "having  underused  potential  to  contribute  [to  society]  by 
king  and  producing,"  while  similar  proportions  think 
if  more  people  with  disabilities  were  to  join  the  work 
it  would  be  a  "boost  to  the  nation." 


negative  titudes  toward  disabled  people 
appear  t  borne  out  in  the  job  market. 
A  recent  n  onwide  survey  of  corporate 
human-rev  .  rces  managers  and  personnel 


The  1991  Louis 
Harris  and  Associ- 
ates survey  echoes 
these  changes.  Over- 
all, the  survey  re- 
ports, eight  in  ten 
Americans  now  view 
people  with  disabilities  as  "having  under- 
used potential  to  contribute  [to  society]  by 
working  and  producing."  while  similar  pro- 
portions think  that,  if  more  people  with  dis- 


Spearheading  this  revolution  in  att  - 
tudes  are  a  battalion  of  far-sighted  en-, 
plovers  who  are  convinced  that 
with  disabilities  will  be  their  sec 
weapon  in  the  battle  for  good  w  orkers 
the  labor-short  1990s. 

The  driving  force  behind  these  effor  • 
is  not  so  much  goodwill  toward  the  di:  i 
ability  community  nor  good  faith  in  con  i 
plying  with  equal-opportunity  laws,  as 
is  a  bottom-line  belief  that  employees  wit  j 
disabilities  are  just  as  capable  of  gettin  | 
the  job  done  as  nondisabled  people  are 
that  they  are  "equal  to  the  task,"  as  th 
Du  Pont  Company  puts  it. 

At  a  great  many  firms,  disabled  worl 
ers  evidently  are  equal  to  the  task: 

Item.  The  proportion  of  people  wit 
disabilities  employed  in  service-based 
dusrries  has  climbed  by  28%  since  the 
of  the  1982-83  recession. 
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I  tern.  The  number  of  mentally  and 
pM  ically  disabled  people  with  jobs  in  the 
I  -service  industry  has  risen  by  more 
one-sixth  in  the  past  five  years. 
'tern.  Marriott  hotels  and  restaurants 
;ntly  employ  8,000  people  with  dis- 
ties;  Pizza  Hut  restaurants,  1,000. 
'tern.  At  the  nationwide  retailer  Sears 
buck  and  Company,  6%  of  the  work 
e  has  a  disability;  the  same  is  true  of 
of  the  employees  at  the  U.S.  Postal 
ice. 

What  accounts  for  these  recruiting 
esses?  It's  simple,  says  Marriott  Cor- 
ition  Chairman  Bill  Marriott.  "We  fo- 
jn  abilities,  not  disabilities,  when  we 
a  disabled  person.  We  concentrate  on 
t  an  employee  can  do,  not... what  he 
he  can't  do."  IBM  Corporation,  a 
;setter  in  training  disabled  people  for 
'loyment,  operates  by  the  same  princi- 
'  We  hire  people  based  on  their  abili- 
'  the  company's  official  policy  states, 
t  their  disabilities." 

Itching  Workers  to  Jobs 

I  This  commitment  to  considering  peo- 
M  with  disabilities  is  much  more  than  a 

■  mise  to  treat  every  job  applicant  equal- 
■The  most  successful  employers  begin 

■  <ing  closely  at  disabled  people's  capa- 
1  :ies  long  before  these  people  present 

M  selves  for  employment — often,  before 
I  /  even  know  of  the  company's  hiring 
Ids. 

ij  But  where  do  these  workers  come 
?fl  n?  Many  employers  unaccustomed  to 
Bruiting  people  with  disabilities,  it 

■  ms,  haven't  any  idea.  Confesses  Fritz 
;'l  mpel,  information  director  for  the 
!  1  shington,  D.C.,  job-placement  firm 
H  instream,  Inc.:  "I've  been  astounded  to 
H  tr  how  many  employers  claim  they 
H  I't  know  how  to  find  qualified  appli- 
I  its"  with  disabilities. 

I  Outside  organizations  like  Main- 
I  ;am  are  one  place  that  companies  new 

j  disability  employment  often  start.  Even 
I  ore  the  passage  of  the  Americans  with 
liabilities  Act  (ADA)  last  year,  Main- 
B  ;am,  through  its  job-placement  service, 


iy  companies  with  large  numbers 
learing-impaired  employees  hold 
ch-time  classes  In  signing  for 
ring  co-workers. 


Project  LINK,  was  supplying  trained  job 
candidates  with  disabilities  to  more  than 
400  employers  in  Washington,  D.C.,  and 
Dallas,  Tex. — and  they've  stepped  up  op- 
erations since  then. 

American  Security  Bank,  located  in 
the  nation's  capital,  is  one  of  the  firm's  en- 
thusiastic clients.  "With  entry-level  job  ap- 
plicants in  short  supply  and  some  employ- 
ment agencies  charging  large  fees  for  their 
referrals,"  says  Mary  Jean  McClellan,  the 
bank's  human-resources  director,  "an  or- 
ganization that  sends  you  trained  people 
at  no  cost  is  really  doing  a  favor  for  em- 
ployers." 

Other  groups  providing  similar  ser- 
vices include  Long  Island  University's 
PROJECT  MATCH,  which  connects  dis- 
abled college  graduates  with  potential  em- 
ployers in  the  New  York-New  Jersey- 
Connecticut  area,  and  the  New  York  City 
job-placement  agency  Just  One  Break 
(J.O.B.),  which  sponsors  an  annual  job 
fair  for  disabled  professionals.  There's 
even  a  temporary-help  firm  in  Sacramen- 
to, Calif. — Able  Temps,  Inc. — whose  em- 
ployee-referral base  consists  entirely  of 
people  with  disabilities. 

Most  major  disability  organizations  al- 
so offer  some  form  of  job-matching  ser- 
vice. The  American  Council  of  the  Blind, 
for  instance,  links  employers  with  disabled 
professionals  in  21  specialty  fields.  The  As- 
sociation for  Retarded  Citizens,  as  noted 
earlier,  has  placed  more  than  37,000  em- 
ployees with  mental  retardation  in  the  past 
two  decades.  The  National  Federation  of 
the  Blind,  the  National  Association  for  the 
Deaf,  the  Epilepsy  Foundation  of  America, 


and  the  National  Amputation  Foundation 
help  out  in  this  way  as  well. 

In-House  Recruiting 

Rather  than  depend  on  outside  assis- 
tance, a  number  of  employers  eager  to 
sign-up  workers  with  disabilities  have  es- 
tablished their  own,  in-house  recruiting 
programs  for  this  large  bloc  of  potential 
employees. 

The  efforts  of  the  U.S.  Army  Aberdeen 
Proving  Ground  (APG)  in  Aberdeen,  Md., 
exemplify  this  approach.  The  winner  of 
numerous  awards  from  disability  groups, 
APG  has  had  an  active  program  to  employ 
people  with  disabilities  for  more  than  20 
years.  Recruiters  solicit  applicants  through 
paid  advertising  and  staff  contacts  with 
disabled-veterans  groups,  as  well  as  direct- 
ly from  Gallaudet  University  in  Washing- 
ton, D.C.,  and  the  National  Technical  In- 
stitute for  the  Deaf  in  Rochester,  N.Y.  The 
facility  also  sponsors  a  summer  employ- 
ment program  for  severely  disabled  job- 
seekers. 

Other  employers  have  formalized 
their  disability-recruitment  efforts  under 
the  aegis  of  stand-alone  human-resources 
programs.  The  American  Express  Compa- 
ny, for  instance,  has  joined  with  the  Na- 
tional Center  for  Disability  Services  to  es- 
tablish a  training  program  called  "Giving 
Us  the  Tools"  that  is  designed  to  help  hu- 
man-resources professionals  recruit  and 
hire  workers  with  disabilities,  while  The 
Travelers  insurance  company  of  Hartford, 
Conn.,  has  done  the  same  thing  with  its 
Project  PRIDE. 

Still  other  firms  have  found  that  the 
best  way  to  recruit  disabled  employees  is 
to  work  directly  with  the  community. 
Hence,  AT&T,  the  J.C.  Penney  Company 
and  PPG  Industries,  among  others,  carry 
out  active  disability-recruitment  efforts  as 
part  of  the  broader  community-assistance 
missions  of  their  corporate  foundations. 
Taking  this  idea  one  step  further,  The 
Marriott  Corporation  has  created  a  non- 
profit foundation  whose  sole  purpose  is  to 
promote  the  hiring  of  people  with  disabili- 
ties. In  just  the  past  year,  more  than  70 
employers  have  participated  in  Mar- 
riott's three-city  "Bridges"  school-to- 
work  employment  program,  produc- 
ing jobs  for  270  program  graduates 
with  disabilities. 

Recognizing  that  the  best  > 
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"Merc"  Mercure,  Ph.D.,  Is 
Giving  America's  Engineers 
Some  Extra  Muscle. 


Building  a  more  prosperous  America  starts  by 
strengthening  our  expertise  in  math  and  science.  But  that's 
ust  the  beginning. 

In  todays  highly-competitive  world,  our  best 
engineers  need  to  be  strong  managers,  too. 

Fortunately,  people  like  Dr.  Mercure  are  there  to  help 
hem  develop  their  managerial  muscle.  At  the  University 
)f  Colorado,  "Merc,"  a  former  aerospace  executive,  heads 
xp  a  special  Masters  Degree  program  that  trains  working 
engineers  how  to  be  better  managers.  The  curriculum, 
nspired  by  WE.  Deming,  covers  the  subjects  of  leadership, 
inance  and  the  techniques  of  Total  Quality  Management. 
Vnd  Martin  Marietta  is  helping— by  providing  a  financial 
>rant  to  reinforce  and  broaden  the  program. 

Dr.  Mercure  believes  that  better  engineers  can  help 
)uild  a  stronger  America.  At  Martin  Marietta,  were  proud 
o  lend  a  hand  in  support. 
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workers  often  are  the  ones  already  on  the 
company's  payroll,  a  number  of  firms 
|  have  also  made  special  arrangments  to  re- 
tain employees  who  become  disabled 
1  while  on  the  iob.  UNUM  Life  Insurance 
Company  of  Portland,  Me.,  for  example, 
has  implemented  a  Disability  Placement 
Program  to  ensure  that  the  firm's  newly- 
disabled  employees  are  able  to  keep  their 
current  jobs  or  are  placed  in  other  appro- 
priate positions  within  the  company. 
"-  Firms  like  Sears  Roebuck  and  Company 
have  also  established  explicit  "return-to- 
work"  policies  for  employees  who  be- 
come disabled,  while  the  AFL-CIO  has 
designed  a  similar  program  for  use  on  a 
nationwide  scale. 

Ultimately,  however,  an  employ- 
er's reputation  may  be  its  most 
effective  recruiting  tool.  "The 
most  qualified  people  with  disabilities  will 
seek  out  companies  that  demonstrate  that 
they  value  their  employees  with  disabili- 
ties," contends  Los  Angeles  disability  con- 
sultant Gordon  Anthony,  who  has  advised 
dozens  of  major  firms  in  the  art  of  hiring 
disabled  workers. 

The  Gannett  Corporation,  which  has 
long  portrayed  itself  as  the  "Opportunity 
Company  for  Women,"  is  planning  to  ag- 
gressively recruit  job  candidates  with  dis- 
abilities for  just  this  reason.  "The  grape- 
vine is  very  important,"  explains  Terry  Sul- 
livan, vice-president  for  person- 
nel at  Gannett's  flagship  news- 
paper, USA  Today.  "We'll  have 
a  lot  more  disabled  job  appli- 
cants once  we  have  a  lot  more 
people  with  disabilities  actually 
working  here." 


While  many  employers 
search  for  disabled  applicants 
to  fill  their  immediate  job  open- 
ings, disability-advocacy  orga- 
ni  a' ions  actively  seek  out  firms 


sh  "support  employment" 
■  I  trai  ing  programs, 
is  in  ■   ariety  of  product 
i  ce  categories  are  helping 

to  j  iobseekers  with  disabili- 

ties its       '-tiKio  employment. 
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interested  in  employing  people  with  dis- 
abilities, but  who  may  be  unsure  where  to 
start  looking.  For  example,  the  Rehabilita- 
tion Services  Administration  of  the  U.S. 
Department  of  Education  supports  a  num- 
ber of  cooperative  job-placement  efforts 
with  private  employers  and  industry 
groups  under  its  Projects  with  Industry 
banner.  One  of  the  most  successful  of  these 
projects,  administered  by  the  Washington, 
D.C.,  based  Electronic  Industries  Founda- 
tion, has  found  jobs  for  more  than  10,000 
disabled  people  in  little  more  than  15 
years. 

Likewise,  the  President's  Committee 
on  Employment  of  People  with  Disabili- 
ties, established  by  President  Truman  in 
1947,  promotes  the  hiring  of  people  with 
disabilities  throughout  the  country  by  pro- 
viding information  and  guidance  to  com- 
panies and  employment-referral  agencies 
on  an  ongoing  basis.  The  Committee's 
programs,  says  chairman  Justin  Dart,  Jr., 
are  meant  both  to  "encourage  business 
and  industry  to  give  [disabled]  people  an 
equal  chance"  at  current  jobs,  and  to 
"open  up  new  job  opportunities"  in  previ- 
ously inaccessible  fields. 

A  growing  roster  of  employers  have 
also  banded  together  as  sponsors  of  a  new 
nationwide  organization,  the  Disability 
2000-CEO  Council  of  the  National  Orga- 
nization on  Disability  (See  pages  32-33). 


AC 


Based  in  Washington,  D.C.,  the  Counci 
which  serves  as  a  clearinghouse  of  strati 
gies  for  finding  and  hiring  employees  wit 
disabilities,  has  set  as  its  goal  the  doublir 
of  employment  of  people  with  disability 
by  the  year  2000.  The  group  alread 
boasts  more  than  250  members,  rangir 
from  the  CEOs  of  small  local  employe 
like  the  Laurel,  Md.,  construction  fin 
Michael  T.  Rose  Companies  to  those  i 
multinationals  like  NEC  and  Trans  Wor  " ingthe 
Airlines,  and  from  the  CEOs  of  low-tec 
labor-based  employers  like  the  Ad 
Mich.,  consumer-products  distribute 
Amway  Corporation  to  those  of  the  higl*01 
tech  giants  LTV  and  Science  Applicatior  ^ 
International  Corporation. 


Creating  Job-Ready 
Workers 


At  the  companies  most  adept  at  brinj(( 

ing  people  with  disabilities  into  the  wor, 

force,  recruitment  efforts  like  these  often 

go  hand-in-hand  with  training.  One  of  tb 

most  popular  ways  of  combining  these  a< 

tivities  is  through  supported  employmen 

a  special  type  of  on-the-job  training 

which  a  "job  coach"  works  one-on-or 

with  disabled  applicants  recruited  from  l<^" 
.......  .  Much 

cal  rehabilitation  agencies. 

McDonald's  Restaurants  is  amo: 

the  leaders  in  this  field.  Through  i 

Mcjobs  program,  the  company 
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A  CONVERSATION  WITH  EVAN  J.  KEMP,  JR. 

Chairman,  U.S.  Equal  Employment  Opportunity  Commission 


van  J.  Kemp,  Jr.,  chairman  of  the  U.S. 
Equal  Employment  Opportunity  Com- 
mission (EEOC),  is  the  government  offi- 
cial most  directly  responsible  for  enforc- 
ing the  Americans  with  Disabilities  Act 
(ADA)  of  1990.  The  founder  and  for- 
mer president  of  Invacarc,  one  of  the  na- 
tion's largest  wheelchair  manufacturers, 
emp  is  the  first  EEOC  chairman  with  a  dis- 
>ility.  Despite  this  distinction,  he  takes  no 
fecial  credit  for  securing  the  new  legal  pro- 
ctions  for  Americans  with  disabilities.  "My 
•edecessors  have  really  done  as  much  or 
ore  than  I  have  on  this  issue,"  he  says. 

"Willing  &  Able"  co-author  Susan 
estleroth  spoke  with  Kemp  just  days  before 
le  Commission  released  its  final  regulations 
i  the  ADA's  employment  provisions.  Fol- 
wing  are  some  highlights  of  that  interview: 

W&A.  What  kind  of  responses  have  you 
tceived  to  the  Commission's  draft  regula- 
Dns? 

Kemp.  We  didn't  receive  as  many  as  I 
tought  we  would,  even  after  extending  the 
■adline  by  a  few  days.  But  those  interested  in 
le  process  came  from  two  points  of  view, 
usiness  wanted  the  regulations  written  as 
>ecifically  as  possible — they  wanted  a  check- 
it.  The  disability  community,  on  the  other 
and,  wanted  things  left  as  flexible  and  as 
road  as  possible  to  allow  for  unforeseen  situ- 
:ions.  So  we  tried  to  strike  a  happy  medium. 

W&A.  Have  there  been  any  particular 
reas  that  provoked  more  comment  that 
thers? 

Kemp.  I've  seen  the  most  concern 
mong  employers  in  the  area  of  public  accom- 
todations.  And  it  bothers  me,  more  than 
nything,  to  see  the  way  some  lawyers  are 
inning  around  trying  to  scare  employers 
bout  this  part  of  the  law  while  drumming  up 
J  usiness  for  themselves.  Half  of  what  they're 
riling  people  isn't  correct  at  all. 

W&A.  Do  you  think  the  EEOC  guide- 
nes  are  specific  enough?  How  much  of  the 
iw's  application  will  need  to  be  defined 
trough  the  courts? 

Kemp.  There  aren't  going  to  be  a  lot  of 
jrprises  in  how  the  ADA  is  implemented.  Af- 
;r  all,  we  have  the  experience  of  the  Rehabili- 
ition  Act  to  base  our  actions  on. 

W&A.  To  turn  to  longer-term  issues, 


how  long  do  you  think  the  ADA  will  have  to 
be  in  effect  before  people  with  disabilities  be- 
come truly  "mainstrcamed"  into  the  work- 
place? 

Kemp.  I  don't  think  employers  will  no- 
tice any  dramatic  increases  in  the  number  of 
people  with  disabilities  applying  for  jobs  until 
the  early  21st  century.  For  many  people  with 
disabilities,  marketing  themselves  will  be  a 
completely  different  way  of  thinking.  Even  if 
they  want  to  work,  many  are  used  to  being  de- 
pendent on  welfare.  Social  Security  or  disabil- 
ity benefits.  They'll  have  to  wean  themselves 
off  dependency  before  they  can  develop  the 
self-confidence  to  go  looking  for  work. 

W&A.  Will  compliance  with  ADA  re- 
quire businesses  to  actively  recruit  people 
with  disabilities? 

Kemp.  The  ADA  was  merely  intended 
to  ensure  that  qualified  people  are  not  denied 
the  chance  to  apply  and  be  considered  for 
jobs.  Recruiting  plans  are  fine,  but  companies 
that  have  always  hired  people  with  disabili- 
ties, without  special  fanfare,  and  that  make 
accommodations  when  their  employees  need 
them,  arc  on  the  right  track.  The  danger 
comes  when  a  company  decides  to  hire  "x" 
number  of  disabled  people,  setting  a  numeri- 
cal hiring  goal.  People  with  disabilities  really 
don't  want  any  special  treatment.  We  want  to 
blend  in,  to  be  treated  like  everybody  else. 
We're  a  special-interest  group  that  wants  to 
lose  its  status  as  a  special-interest  group. 

W&A.  Are  there  any  particular  consid- 
erations, then,  that  businesses  should  keep  in 
mind  when  recruiting  and  hiring  employees 
with  disabilities? 

Kemp.  Businesses  should  be  realistic. 
There's  as  much  danger  in  relying  on  all  the 
positive  stereotypes  as  there  is  in  believing  the 
negative  ones.  Many  employers  have  said  that 
their  disabled  employees  are  more  loyal,  have 
lower  turnover  rates,  better  attendance,  better 
safety  records,  and  so  on.  But  they  should  re- 
member that  only  a  small  percentage  of  peo- 
ple with  disabilities  are  employed  today,  and 
they  are  the  ones  with  the  most  drive  and  de- 
termination. Once  the  disabled  population  is 
fully  mainstreamed  into  the  workplace,  early 
in  the  next  century,  they're  likely  to  reflect  the 
characteristics  of  the  work  force  as  a  whole. 
Many  of  them  will  continue  to  be  exceptional 


workers,  but  businesses  should  not  be  disillu- 
sioned if  not  all  of  them  are  extraordinary. 

What  are  the  Commission's 
plans  for  enforcing  the  ADA? 

Kemp.  We  will  respond  to  specific 
complaints  brought  by  employees. 

.  Which  businesses  will  find  it  easi- 
est to  comply  with  the  new  law,  and  which 
will  find  it  the  most  difficult? 

Kemp.  Businesses  that  look  at  each  ap- 
plicant as  an  individual  will  have  the  easiest 
time,  because  that's  really  what  we're  asking 
them  to  do  under  the  ADA.  Assembly-line 
manufacturing  firms  that  accept  a  large  num- 
ber of  applications  at  once  will  probably  have 
the  most  difficult  time.  And  for  some  of  these 
traditional  workplaces,  the  cost  of  making 
them  fully  accessible  might  be  very  expensive. 

r&A.  What  do  you  think  will  be  the 
biggest  challenge  in  implementing  the  ADA? 

Kemp.  Attitudes  are  going  to  be  the 
biggest  problem.  And  all  the  lawyers  in  the 
world  won't  be  able  to  change  those  attitudes. 

f  &  A.  Why  do  these  attitudinal  barriers 
persist? 

Kemp.  Because  some  people  are 
terrified  of  getting  old  or  disabled  themselves. 
They're  afraid  that  knowing  people  with  dis- 
abilities in  normal  settings  will  make  them 
even  more  uncomfortable  about  those  possi- 
bilities. 

A.  Do  you  think  "sensitivity  train- 
ing" is  of  any  value  in  situations  like  this? 

Kemp.  It's  the  most  important  thing 
businesses  can  do. 

i.  To  sum  up,  then,  if  you  could 
leave  businesses  with  one  message  about  the 
ADA  and  the  disability  community,  what 
would  it  be? 

Kemp.  Businesses  should  understand 
that  the  ADA  is  not  an  entitlement  or  an  af- 
firmative-action program.  What  it  does  is 
stretch  the  view  of  what's  acceptable  in  our 
society.  Employers  should  also  realize  that 
the  disability  movement  is  really  a  conser- 
vative movement.  People  with  disabilities, 
in  general,  are  opposed  to  a  lot  of  Federal 
government  involvement  in  their  lives,  and 
they  do  not  want  to  be  dependent  on  wel- 
fare and  other  support  programs.  They 
simply  want  to  be  able  to  compete  for  jobs 
like  anyone  else. 
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conducts  in-store  training  and  hands-on 
demonstrations  for  a  class  of  five  or  six 
disabled  job  candidates  at  a  time.  When 
the  course  is  completed,  McDonald's  of- 
fers its  trainees  regular  jobs,  making 
room  for  a  new  class  of  applicants.  To 
date,  the  firm  has  found  more  than  7,000 
top-notch  employees  in  this  way.  Many 
other  major  national  restaurant  chains, 
including  Pizza  Hut,  Burger  King, 


the  Pittsburgh.  Pa.,  based  Institute  for  the 
Training  of  the  Handicapped,  a  training 
center  founded  by  PPG  chairman  Vincent 
Sarni,  Board  Chairman  of  the  National 
Organization  on  Disability. 

Many  employers  have  discovered  their 
need  for  good  workers  is  so  great  that 
they've  launched  their  own  training  pro- 
grams. The  most  ambitious  of  these  is  al- 
most certainly  IBM  Corporation's  na- 
  tionwide  computer- 


PEOPLE  WITH  DISABILITIES  may  be  a  critical  pari  of  the 
solution  to  the  worker  and  skills  shortages  confronting  U.S. 
companies.  Especially  for  firms  frustrated  by  low  skill  levels 
and  poor  work  attitudes  of  many  available  jobseekers. 
disabled  applicants  may  be  a  gold  mine  of  good  employees. 


Friendly.  Hardee's,  and  Kentucky  Fried 
Chicken,  have  used  the  same  approach — 
with  similar  success. 

Statewide  rehabilitation  programs  al- 
so exist  in  most  parts  of  the  country,  and 
they  too  are  attracting  a  growing  contin- 
gent of  employers  seeking  skilled,  as  well 
as  entry-level  workers.  Eastman  Kodak 
Company,  of  Rochester,  N.Y.,  is  among 
the  most  actively  involved  corporate  sup- 
porters of  these  efforts.  As  a  participant  in 
New  York  State's  Data  Processing  for 
Disabled  People  (DP1)  program,  the  pho- 
tographic and  chemicals  firm  recently 
hired  a  number  of  newly-trained  comput- 
er programmers  with  disabilities.  DP" 
"does  its  job  so  well,"  says  project  direc- 
tor Alys  Klingenberg,  "that  employers 
consider  its  students  as  well-prepared  as 
any  [nondisabled]  students  produced  by  a 
co-op  program." 

Texas  Commerce  Bank  in  Houston, 
Tex.,  the  1 99 1  Texas  "large  employer  of  the 
year"  for  people  with  disabilities,  has  also 
benefitted  from  this  approach.  Through 
Project  Independence,  a  joint  venture  of  the 
Houston  Community  College  System,  the 
Texas  Rehabilitation  Commission,  and  the 
Houston  Business  Advisory  Council,  the 
ba  -  t.'.n  hired  a  number  of  computer  pro- 
grammers with  disabilities,  who  bank  vice- 
presidenr  Evelyn  Timmins  says  are  "among 
the  employees  we  have."  PPG  Indus- 
tries ha  had  the  same  positive  experiences 
with  lis    led  programmers  recruited  from 

July  26,  1  President  C  orge 

Bush  signs  nc:" 
Disabilities  nto  law. 


training  courses  for 
people  with  disabil- 
ities (See  page  21 ). 
Inaugurated  in  1 972, 
the  program  has  ex- 
panded to  nearly  50 
cities  and  now  of- 
fers disabled  people  instruction  in  basic 
computer  skills  as  well  as  in  computer  pro- 
gramming. 

The  program's  results  have  been  little 
short  of  phenomenal.  So  far,  more  than 
3,400  people  have  graduated  from  the 
firm's  training  centers,  and  more  than 
80%  have  found  jobs — at  IBM  as  well  as 
other  companies.  Salaries  are  as  competi- 
tive as  the  trainees:  In  the  most  recent 
year,  basic-skills  graduates  earned  average 
starting  pay  of  nearly  S14,000  annually, 
and  computer-programming  students  al- 
most S23.000  per  year. 

A  Chance  to  Prove 
Themselves 

The  experiences  of  these  and  many 
hundreds  of  other  employers  suggest  that 
people  with  disabilities  may  well  be  a  criti- 
cal part  of  the  solution  to  the  worker  and 
skills  shortages  confronting  U.S.  compa- 


nies as  the  1990s  proceed.  Especially  for'^^ 
firms  frustrated  by  the  low  skill  levels  and 
poor  work  attitudes  of  many  available 
■jobseekers,  disabled  applicants  may  be  a  I 
gold  mine  of  good  employees.  "Businesses 
have  called  repeatedly  for  new  sources  of  i 
high-quality  workers,"  says  National  Or- 
ganization on  Disability  president  Alan  I  f 
Reich.  "Well,  here  they  are." 

To  be  sure,  not  all  disabled  people  will  | 
be  capable  and  hard-working  employees,  | 
and  not  all  hiring  decisions  will  work  out. 
As  U.S.  Equal  Employment  Opportunity 
Commission  chairman  Evan  Kemp  cau-lL_  -i 
tions.  "There's  as  much  danger  in  relying  • -  - 
on  all  the  positive  stereotypes  as  there  is  in  ,  v 
believing  the  negative  ones."  While  many 
people  with  disabilities  "will  continue  to  I  y-' 

be  exceptional  workers  businesses 

should  not  be  disillusioned  if  not  all  of  -: "-■ 
them  are  extraordinary." 

Disabled  employees,  in  other  words,  " 
are  likely  to  display  the  same  range  of  tal- 
ents and  temperaments  that  workers  with- 
out disabilities  always  have  done.  And 
that's  just  what  realistic  employers  should  . 
expect  as  increasing  numbers  of  disabled 
people  join  the  labor  force. 

Still,  perhaps  President  Bush  has  put  r  - 
the  opportunities  and  challenges  offered  imzn 
by  this  rich  new  source  of  workers  in  the 
best  perspective.  "Many  of  our  fellow  citi- 
zens with  disabilities  are  unemployed, 
they  want  to  work  and  they  can  work," 
the  president  proclaimed  when  he  signed 
the  Americans  with  Disabilities  Act  into 
law  last  year.  These  people  "bring  to  jobs 
diversity,  loyalty,  proven  low  turnover^  . 
rates,  and  only  one  request — the  chance  to  - .  .. 
prove  themselves."  ❖ 
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COMPATIBLE  HARDWARE: 

IBM'S  COMPUTER-TRAIN  INC  PROCRAMS 


he  recruiting  advertisement  is  simple, 
even  stark:  An  empty  wheelchair  sits 
next  to  an  untendcd  computer  termi- 
nal. "Compatible  hardware,"  the  cap- 
tion reads. 

With  dramatic  advertisements 
like  these,  IBM  Corporation  has  made 
clear  its  determination  to  bring  people 
with  disabilities  into  the  mainstream  work 
force.  IBM's  efforts  go  beyond  establishing  its 
reputation  for  recruiting  people  with  disabili- 
ties, however.  The  computer  giant  also  has  be- 
come a  leader  in  training  disabled  persons  for 
productive,  highly  skilled  jobs. 

As  with  many  corporate  disability-relat- 
ed programs,  IBM's  commitment  to  training 
originated  with  a  disabled  employee.  Recog- 
nizing how  much  computer  technology  had 
improved  his  own  ability  to  function  in  the 
workplace,  the  employee  suggested  to  IBM 
program  managers  that  computers  might  of- 
fer the  same  opportunities  for  other,  even 
more  profoundly  disabled  persons. 

After  some  investigation,  IBM  execu- 
tives agreed.  And  so,  in  1972,  the  company's 
first  computer-training  program  for  people 
with  disabilities  was  born. 

Programmer  Training 

That  initiative  took  the  name  "Com- 
puter Programmer  Training  for  Severely  Dis- 
abled Persons,"  or  CPT  for  short.  In  deciding 
to  launch  the  effort,  IBM  officials  realized 
that  the  skills  needed  for  computer  program- 
ming— then,  as  now,  one  of  the  fastest-grow- 
ing occupational  fields — were  mental,  rather 
than  physical.  They  reasoned  that  even  peo- 
ple with  severe  mobility  and  other  physical 
impairments  would  be  able  to  acquire  and 
use  the  training  needed  to  become  computer 
programmers. 

To  this  end,  during  the  CPT's  first  15 
years,  IBM  acted  mainly  as  a  technical  advi- 
sor, providing  consultants  to  assist  local  reha- 
bilitation agencies  in  establishing  computer- 
training  programs.  Beginning  in  1987,  the 
company  started  supplying  computer  equip- 
ment as  well,  thus  greatly  reducing  the  cost  of 
getting  a  training  project  underway. 

Throughout,  IBM  has  worked  closely 
with  representatives  of  local  businesses,  who 
serve  on  advisory  boards  for  the  training  cen- 
ters in  their  area.  Termed  "Business  Advisory 
Councils,"  these  bodies  assist  agency  project 


managers  in  developing  the  criteria  for  select- 
ing students,  defining  the  technical  and  busi- 
ness skills  to  be  taught,  and  evaluating  pro- 
gram quality. 

This  close  connection  between  trainers 
and  employers  has  paid  off.  Of  the  nearly 
3,400  training-center  graduates,  almost 
2,900,  or  85%,  have  obtained  jobs.  The  aver- 
age starting  salary  for  new  employees  from 
the  class  of  1990  was  about  $22,600  per 
year — this  for  individuals  whom  some  skepti- 
cal employers,  before  the  training  course, 
might  have  deemed  "unemployable." 

Basic  Computer  Skills 

By  the  late  1 980s,  IBM  officials  had  be- 
come confident  enough  of  the  success  of  this 
initiative  to  expand  into  a  new,  more  far- 
reaching  direction:  the  development  of  basic 
personal-computer  skills. 

Because  computer  programming  re- 
quires sophisticated  mathematical  and  ab- 
stract-reasoning abilities,  as  well  as  long 
hours  of  relative  isolation,  a  great  many  peo- 
ple—disabled or  not— are  disinclined  to  con- 
sider computer  programming  as  a  career. 
Agency  trainers  found  that  many  people  with 
disabilities  who  were  otherwise  qualified  and 
eager  for  employment  were  effectively  locked 
out  of  the  necessary  training  opportunities. 

In  response,  IBM,  in  1987,  created  a  se- 
ries of  programs  called  "Personal  Computer 
Based  Skills  Training  for  Disabled  Persons," 
or  PST.  Under  this  banner,  IBM  supplies  the 
personal  computers  used  for  training,  as  well 
as  technical  support.  The  PST  courses  teach 
introductory-level  skills  needed  for  such  pro- 
fessions as  word  processing,  computer-assist- 
ed design,  customer-service  representation, 
and  personal-computer  consultation. 

As  with  its  CPT  programs,  most  PST 
graduates  have  made  a  quick  transition  from 
training  to  employment.  To  date,  some  78% 
of  PST  trainees  have  found  jobs — with  an  av- 
erage starting  salary  (in  1990)  of  $13,800. 

"Community  Property" 

Numbers  like  these  have  won  IBM's 
training  efforts  almost  universal  acclaim  as  "a 
program  that  works."  But  perhaps  the  most 
impressive  measure  of  the  initiative's  success 
is  its  steady  growth.  From  a  base  of  only  two 
centers  in  1974,  the  effort  expanded  to  42 
centers  in  1990,  and  is  expected  to  climb  to  50 


centers  by  the  close  of  1 991 . 

In  the  process,  hundreds  of  local  em- 
ployers have  participated  as  members  of  the 
centers'  advisory  councils.  The  greatest  cor- 
porate beneficiaries  of  the  training  programs, 
in  fact,  have  been  firms  other  than  IBM.  All 
told,  only  a  few  dozen  program  graduates 
have  signed  on  with  IBM — most  choosing 
other  local  companies — and  that  suits  the 
computer-maker's  executives  just  fine. 

"It's  a  philosophical  issue,"  explains 
computer-training  director  Irv  Kaplan.  "If  we 
go  into  a  city  and  do  all  the  hiring,  other  busi- 
ness people  will  back  away.  We  want  this  to 
become  a  community-owned  program.  We 
can  take  credit,  but  we  see  the  program  itself 
as  the  property  of  the  community." 

The  training  efforts  do  more  than  pro- 
mote improved  community  relations,  though. 
They  also  build  a  more  capable  work  force — 
a  development  that  winds  up  helping  IBM  as 
much  as  it  does  local  economies.  As  Juan 
Sabater,  IBM's  director  of  community  pro- 
grams, emphasizes,  program  graduates  "are 
making  valuable  contributions  as  topflight 
computer  programmers  in  business  and  in- 
dustry"— and  that  raises  corporate  produc- 
tivity throughout  the  community. 

Direct  Responsibility 
for  Success 

With  this  outcome  in  mind,  IBM  last 
year  undertook  a  third  phase  of  training  activ- 
ities with  the  inception  of  a  pilot  program  in 
the  Olympia/Tacoma,  Washington,  area. 
Operating  under  the  rubric  "Business  Leader- 
ship Councils,"  this  new  advisory  body  con- 
sists of  senior  corporate  executives  who  will 
take  charge  of  designing  and  implementing 
local  training  and  placement  projects  for  peo- 
ple with  disabilities  outside  the  context  of  tra- 
ditional rehabilitation  agencies. 

Training  director  Kaplan  believes  this 
may  be  the  most  beneficial  undertaking  of  all. 
"It's  an  important  evolution,"  he  contends. 
"Now,  business  will  have  a  direct  responsibil- 
ity for  the  success  of  the  program,  not  only  an 
advisory  role.  They'll  have  control  over  the 
contents  of  training." 

And  even  more  critically,  he  adds, 
"they'll  have  control  over  the  quality  of  the 
results,"  too. 

—  Kevin  Hopkins 
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Accommodating  workers  with  disabilities 
is  easier- and  far  less  costly-than  most 
employers  expect 


ne  of  the  most  important — 
and  most  controversial — as- 
pects of  the  Americans  with 
Disabilities  Act  of  1990  is  its 
reasonable-accommodations  provision. 
This  section  of  the  law  requires  employers 
to  make  "reasonable  accommodations"  for 
job  applicants  with  disabilities  who  request 
them,  unless  such  accommodations  impose 
"undue  hardship"  on  the  organization. 

That  provision  is  intended  to  afford 
disabled  people  with  just  what  many  dis- 
ability advocates  have  long  been  calling 
for:  a  "level  playing  Held."  By  ensuring 
that  a  worker's  disability  is  no  longer  a  bar 
to  effective  job  performance,  the  ADA 
would  seem  to  open  the  way  for  applicants 
with  disabilities  to  compete  on  a  truly 
equal  basis  with  nondisabled  candidates. 

Yet  the  accommodations  requirement 
is  not  without  its  critics.  Ron  Ethridge,  the 
affirmative-action  coordinator  for  the  First 
Interstate  Bank  of  Reno,  Nev.,  while  intent 
on  ensuring  compliance  with  the  ADA, 
nonetheless  worries  whether  every  teller's 
station  and  safety-deposit  vault  in  the 
bank's  numerous  branches  will  now  have 
to  be  reconfigured.  "Our  preliminary 
numbers  on  the  costs  for  this  are  scary," 
he  says.  "Some  of  our  estimates  have  ze- 
roes up  over  the  horizon." 

Carolyn  Weaver,  an  economist  with 
the  American  Enterprise  Institute,  a  pub- 


productivity  of  disabled 
workers..." 

Indeed,  it  is  even  pos- 
sible that  court  decisions 
that  forced  businesses  to 
incur  expenses  far  out  of 
proportion  to  the  benefits 
gained  could  turn  con- 
cerns about  the  reason- 
able-accommodations 
provision  into  full-scale 
opposition  to  the  ADA 
and  its  goals — hindering 
rather  than  promoting  the 
employment  of  people 
with  disabilities. 

That's  a  result  no  one  wants,  and  so 
most  employers  and  disability  advocates 
remain  committed  to  seeking  reasonable 
clarifications  of  all  aspects  of  the  law — 
well  before  such  problems  occur. 

The  Costs  of 
Accommodation 

Until  that  time,  business'  best  guide  to 
possible  costs  of  accommodating  workers 
with  disabilities — of  providing  them  with 
a  level  playing  field — are  the  experiences 
of  other  employers  who  were  actively  offer- 
ing accommodations  years  before  doing 
so  became  a  legal  requirement.  Fortu- 
nately, these  experiences  indicate  that  ac- 
commodations may  be  far  less  expensive 
than  many  compa- 


EXPERIENCES  INDICATE  that  accommodations  may  be  far 
less  expensive  than  many  companies  expect.  A  variety  of 
studies  have  found  that  80%  of  accommodations  for  people 
with  disabilities  cost  companies  less  than  $500  each.  In  fact, 
mnodations  may  even  save  money  over  the  long  run. 


lie  policy  res.  arch  center  in  Washington, 
D.C.,  raises  a  more  subtle  problem.  "The 
i s  unlike  traditional  civil  rights  mea- 
sures," she  writes,  "in  that  it  imposes  on 
employei  s  an  obligation  to  incur  costs  in 
hiring  members  of  the  protected  class... 
These  COSI    will  be  unrelated  to  the 


nies  expect  —  and 
often  may  cost  noth- 
ing at  all. 

For  example: 
Fully  90% 
of  accommodations 
at  Sears  Roebuck 
and  Company  cost  nothing;  the  retailer  re- 
cently made  its  whole  national  headquar- 
ters accessible  for  only  $7,600. 

At  Marriott,  most  job  accommoda- 
tions for  workers  with  mental  disabilities 
cost  less  than  $100. 

*  At  Du  Pont,  says  a  company  report. 


flip 
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npaign. 


"most  accommodations  are  inexpensh 
and  easy  to  make." 

In  U.S.  government  agencies,  ai 
cording  to  research  by  the  American  Soc  telclui 
ety  for  Training  and  Development,  70 
of  accommodations  cost  less  than  $100- 
and  half  are  cost-free. 

And  in  Louis  Harris  and  Associate 
1986  poll,  among  disabled  people  withoi 
jobs,  only  23%  said  an  employer  woul 
need  to  provide  any  special  device  c 
equipment  in  order  for  them  to  work  ful 
time. 

More  systematic  surveys  confirm  the? 
perceptions.  Studies  conducted  by  group 
as  wide-ranging  as  the  Job  Accommod; 
tion  Network  of  the  President's  Commi 
tee  on  Employment  of  People  with  Di: 
abilities  (PCEPD),  the  U.S.  Department 
Labor,  the  U.S.  General  Accou 
fice,  the  Missouri-based  engineering  firrr 
International  Ergonomics  Corporatio 
and  Johnson  Controls,  and  Oaklanc 
Calif.'s,  Berkeley  Planning  Associates  a 
found  that  80%  of  accommodations  fc 
people  with  disabilities  cost  companies  le; 
than  $500  each. 

In  fact,  accommodations  may  eve 
save  money  over  the  long  run.  At  th 
Du  Pont  Company,  for  instance,  half  th 
accommodations  made  through  199 
were  for  workers  not  disabled  when  > 
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This  message  is  brought  to  you 
by  McGraw-Hill,  Inc.  _ 


iver  Look  At  \bur  Community 
'rom  My  Perspective?" 

J  *  —Jim  Brady 

:  shouldn't  be  hard  to  go  to  a  restaurant,  a  job  or  a  theater.  But  for  me 
and  millions  of  other  people  with  disabilities,  these  simple  acts  present 
:ly  obstacles.  Sometimes  we  encounter  so  many  barriers,  it's  like  being 
iled  in  our  own  communities. 


| 


le  irony  is  that  43  million 
lericans  with  disabilities  are 
^er  —  and  able  —  to 
itribute  to  community  life, 
id  we  have  so  much  to  offer. 
;  have  the  skills,  intelligence 
d  creativity  that  most  people 
;  we  just  happen  to  use  a 
leelchair  or  a  guide  dog  or  a 
aring  aid. 

i\p  us  open  opportunities  in 
ur  community.  Get  involved 
my  Calling  on  America 
npaign.  It's  easy.  Anyone 
a  join  or  start  a  local  campaign. 


Here's  just  a  sample  of  some  of  the 
things  you  can  do  in  your  area: 

•  Make  sure  your  businesses, 
churches,  restaurants,  theaters 
and  motels  are  fully  accessible 

•  Provide  disability  awareness 
training  for  local  employees  and 
supervisors 

•  Organize  a  job  fair;  work  with 
employers  to  increase  job 
opportunities  for  people  with 
disabilities 

•  Increase  enforcement  of 
handicapped  parking  ordinances 

•  Work  with  elected  officials  to 
make  sure  polling  places  are 
fully  accessible 

•  Work  to  ensure  public 
transportation  is  fully  accessible 


lake  your  town  an  equal  opportunity  community, 
live  people  with  disabilities  a  chance,  and  we'll 
low  you  what  we  can  do. 

]  Yes,  Jim.  I  support  your  Calling  on  America  campaign.  I  am  willing  to 
;t  involved  in  my  community.  Send  me  a  free  campaign  guide. 


me: 


dress: 

ty:  


State: 


Zip: 


:lcphone:  

ail  to:  Calling  on  America,  National  Organization  on  Disability 
0  16th  Street,  NW,  Washington,  DC  20006. 
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Compliance/Consulting       Computers  Software 


Visual  Disabilities 


Ready  for  ADA? 

CONQUEST'S 


-£■  :  =  -  s  Wii*. 


D-sac  ■.:  es 


3j- 


introductory  zaz<age  includes 

•  awareness  training 

•  .'.c*-.c  ace  analys  s 

•  -saz  -ess  assessment 

Call  (510)  254-8326 

CONQUEST.  Inc. 
120  Village  Sq  Ste.  106 
Onnda.  CA  94563 


ARE  YOU  READY  FOR  THE  AMERICANS 
WITH  DISABILITIES  ACT' 

Cc~'ere~ces  &  Sen-  nars  on  ine  ADA 
3o~s-  :-g  :o  E\a  _a:e  Neeos 
Cc~c  e-ce  Se".;ces  :o  Meet  Neeos 

VOCATIONAL  INTERFACE,  INC. 
P.O  3ox2768 
Littleton.  CO  80161-2768 


Telecommunications 

ADA  requires 
TDD  access 

Contact  Ultratec.  the 
world's  largest  supplier 
of  Telecommunications 
Devices  for  the  Deaf. 

1-800-482-2424 
MUltratec 

450  Science  Drive 
Madison.  WI  53711 


BusinessWeek 
salutes  the 
National 

Organization 

on  Disability 

and  all 
Americans 
who  are 

'LLINC 
-  ABLE 


Computer  Products  for 
Workplace  Accommodations 


•  Voice  Input  Devices 

•  Adjustable  Furniture 

•  Oversized  Keyboards 

•  Software: 

Screen  Reader's  ;  Magnrfers 
Hearing  Axis 
Productivity  Tools 
CeJI  For  FREE  Catalog 


ComnutAbilitu 

ComputAbMy  Corp 
40000  Grand  River  =1 09 
Now.  ML  48375 

THE  EYEGA2E 
COMPUTER  SYSTEM 

Award  Winning 
Eye-Operated  Computer 
For  Hand  or  Voice  Impaired 

LCTechnologies,  Inc. 
800-733-5284 

Technology 


QUEST  TECHNOLOGIES 

IP 

)  739-3550 

Bath  Shower  Equipment 

'GUARDIAN1' 
PRODUCTS 

The  choice  for 

patient  aids 

for  over  50  years. 

BATH  SAFETY 

PRODUCTS 

■ 

■  shower       :  • 

■  Sral 

■  Trar  fer  Benches 

■  Tub  Lifts 


POOL  LIFTS 
PATIENT  LIFTERS 
WALKING  AIDS 
CRUTCHES 

CALL  TOLL  FREE: 

B  SUNRISE 
t=j  MEDICAL 

GUARDIAN 


We  can  helpyou  hire  12  million  people! 

innovative  products,  those  individuals  can  access  the  same  electronic  and 
print  information  as  their  colleagues  With  a  workforce  shortage  that  will 
extend  well  Oeyond  the  year  2000.  employers  will  need  every  qualified 
worker  they  can  find 

Twenty-one  years  in  the  sensory  aids  field  has  established  TeleSensory  as 
a  worldwide  leader  in  providing  enlarged  print,  speech,  braille  output  and 
print  scanning  systems  These  systems  help  visually  impaired  people  read, 
write,  take  notes  and  use  computers 

We  d  be  pleased  to  aiscuss  with  you  the  implications  of  ADA  in  the 
workplace  and  assist  in  the  development  of  accessible  workstations. 
Call  us  toll  free  at  1-800-227-8418 


•  TeleSensorv 

455  North  Bernardo  Avenue  •  Mountain  View.  CA  94043 


Books /  Publications 


Employment  Services 


THE  magazines  for  wheelers 

Paraplegia  News 
Sports  n  Spokes 

(602)  246-9426 
(602)  242-6862  (fax) 


FOR  EMPLOYEES  YOU  CAN  COUNT  O* 
ELWYN 


r  *s  oe-scnre  reeas  n  coTo.aice  *<tri  !tie  AD  t*-\v: 


Ehwyninc..  111  EtwynRoad. Erwyn 
PA  19063  1800)345-3111.1215)891-2081  I  Z  E 

II 


Accessibility  Products 


Don't  let  your  btisiness 
send  the  wrong  message. 

You  wouldn't  put  up  a  sign  telling  future  employees  and 
customers  to  stay  away.  But  architectural  barriers  caused  by 
stairs  say  just  that  to  over  43  million  disabled  people  in 
Anierica. 

Access  Industries  ls  all  about  changing  that  message.  Two 
of  our  dhisions  -  American  Stair-Glide  and  The  Cheney 
Companv  -  have  100  years  combined  experience  in  the 
design  and  manufacture  of  specialized  lifting  equipment  for 
disabled  access  in  buildings  of  all  kinds:  with  market  leading 
products  including  stairlifts.  wheelchair  lifts,  and  special 
elevators. 

Call  us.  we'll  show  vou  how  to  put  out  the  welcome  sign. 

cheney\      ACCESS  A# 


-«00-~82-1222 


NtX'STRIES.  INiC 
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Access  Technology  Association 

Dr.  William  Tobin,  Executive  Director,  (202)  785-5222  1 747  Pennsylvania  Ave..  NW  Suite  250,  Washington,  DC  20006 

"Providers  of  Reliable  Products  and  Services  Committed  to  Giving  Persons  with  Disabilities  Greater  Access  to  the  Workplace" 


PHYSICAL  ACCESS — 
Alumi  Ramp*  Quincy,  MI 

American  Stair  Glide  Grandview,  MO 

Aquarius  Industries,  Inc.  Nashville,  TN 

Care  Concepts  Inc.*  Phoenix,  AZ 

Cheney  Company  New  Berlin,  WI 

Collins  Mobile-Tech  Corp.*  Hutchinson,  KS 
ComputAbility  Coiporation*  Novi.  Ml 

Consumer  Care  Products*  Sheboygan,  WI 
Dor-O-Matic*  Harwood  Heights,  IL 

E-Z-On  Products,  Inc.  of  Florida*  Jupiter,  FL 
GARAVENTA*  Surrey,  BC  Canada 

Invacare  Corporation*  Elyria,  OH 

Kwikee  Products  Co.,  Inc.*  Drain,  OR 

Lyons  Industries,  Inc.*  Dowagiac,  MI 

Medical  Surgical  Specialties*  Kalamazoo,  MI 
Pick-A-Lift,  Inc.*  Easton  Park,  FL 


CHARTER  MEMBERS 

PosturMate,  Inc.*  Kneeland,  CA 

Unicorn  Engineering,  Inc.*  Richmond,  CA 
Voice  Connexion*  Irvine,  CA 

WesTest  Engineering  Corp.*     Bountiful,  UT 
Whirlpool  Corporation*     Benton  Harbor.  MI 
Willow  Pond  Tools,  Inc.  Adaptive  Division* 
Pembroke,  NH 

SECURITY/ALARM  ACCESS— 
Aiphone  Corporation  Bellvue,  WA 

Arimura  International*  Baltimore,  MD 

Handykey  Salinas,  CA 

PRESO-Matic  Lock  Co.  Inc.*  Fort  Pierce,  FL 
Silent  Call  Personal  Alert  Sys.    Clarkston,  MI 


A  UDITOR  Y  A  CCESS— 

Dirad  Technologies,  Inc. 


Albany,  NY 


Hitec  Group  International,  Inc.  Darien.  IL 
Ultratec,  Inc.  Madison,  WI 


VISUAL  ACCESS— 

Henter-Joyce,  Inc.* 
HumanWare,  Inc.* 
LC  Technologies,  Inc. 
Raised  Dot  Computing* 
TeleSensory 


St.  Petersburg,  FL 
Loomis,  CA 
Fairfax,  VA 
Madison,  WI 
Mountain  View,  CA 


ENVIRONMENTAL  CONTROL— 

Honeywell,  Inc.  Golden  Valley,  MN 

Mastervoice*  Los  Alamitos,  CA 

Prentke  Romich  Company*  Wooster.OH 


*  Affiliate  Members 


If  you  overlook  this  job  applicant 
ita)ddheao(iime. 


Not  only  could  you 
be  missing  out  on  some 
valuable  talent,  you  could 
be  breaking  the  law.  The 
Americans  with  Disabilities 
Act  requires  all  employers 
to  make  workplaces  acces- 
sible and  to  give  everyone 
who's  qualified  the  chance 
to  apply  for  a  job  -  without 
discrimination.  That  could 
mean  overlooking  your  prej- 
udices and  giving  someone 
a  chance  that's  long  overdue. 
Support  Easter  Seals. 


'Easter 
Seals 
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Special  Advertising  Sectii 


McMahan 
Securities, 
market  makers 
in  convertible 
securities,  fuels 
powerful 
convertible 
instruments  for 
capital  growth. 

Making  a  continuous 
market  in  more  than  400 
convertible  securities,  we 
provide  in-depth  trading 
opportunities  in  many 
under-followed 
companies. 

In  addition,  we  are 
specialists  in  corporate 
financing  and  under- 
writing. No,  if  you're 
buying,  selling' or 
restructuring,  we're  the 
pros  to  count  on  for 
market  action. 

Here's  Y\Tiy! 

•  Our  Research  Staff  are 
seasoned  CPA  S  CFA'S 
MBA'S 

•  Our  Production  Staff  are  all 
from  nia|or  Wall  Street  firms 

•  Our  Department  Managers 
are  partners  and  bottom-line 
people 

•  We  are  a  market  leader  in 
Secondary  Trade/Convertible 
research 

•  We  have  a  strong  capital  base 
and  a  large  available  inventory 

•  We  keep  fixed  costs  under 
control 

•  We  have  excellent  liquidity 
and  credit  lines 

•  And  lastly,  we  have  been 
consistently  profitable  despite 
two  major  market  cycles 

Our  clients  expect,  and 
get.  the  kind  of  service 
that  says  we  are  1009c 
committed  to  their  goals. 


Fuel  Up,  Energize  Your  Capital.  Call 

800-McMAHAN 


McMai     Securities  Co.  L. P. 
22_  summer  Street 
Stamford,  CT  06901-2307 
203-328-9400 


they  were  hired,  meaning  that  the  compa- 
ny helped  itself  preserve  decades  of  train- 
ing and  corporate  experience  it  otherwise 
would  have  lost.  In  the  print  shop  at  The 
Boeing  Company,  making  accommoda- 
tions to  hire  two  employees  with  mental 
disabilities,  who  have  remained  on  the  job 
for  more  than  two  years,  has  kept  the  firm 
from  having  to  recruit  and  train  ten  new 
wi  >rkers  for  these  normally  high-turnover 
positions.  And  at  Pizza  Hut,  hiring  more 
than  1.000  disabled  employees  reduced 
the  restaurant  chain's  labor-turnover  costs 
by  52.2  million  in  a  single  year. 

The  conclusion  one  must  draw  from 
studies  and  experiences  like  these,  says 
Paul  Hearne,  president  of  the  Washington, 
D.C.,  based  Dole  Foundation  for  the  Em- 
ployment of  People  w  ith  Disabilities,  is 
that  the  "fear  that  the  ADA  requirements 
for  workplace  accommodations  will  add 
enormous  costs  ...  are  unjustified.  More 
likely,"  he  contends,  "the  ADA  will  pro- 
vide opportunities  for  employers,  employ- 
ees, and  public  officii  !s  to  work  together 
to  create  a  more  productive  and  decent 
American  w  orkplace." 

Accommodation 
Resources 

Employers  committed  to  this  goal 
have  found  that  the  key  ingredient  in 
their  job-accommodation  programs  is 
willingness — to  listen,  to  make  changes 
in  the  workplace,  and  to  bring  people 
with  disabilities  as  fully  within  the  corpo- 
rate mainstream  as  possible. 

"Our  company  is  very  liberal  about 
putting  forth  both  minor  and  major  ac- 
commodations for  people  with  disabili- 
ties," explains  Martin  Marietta  Energy 
Systems'  Bill  Thompson.  "There's  no 
problem  getting  approval  for  them."  Like- 
wise at  Sears.  Says  rehabilitation  services 
consultant  Paul  Scher:  "We  |ust  accommo- 
date people  as  they  come  in." 

In  the  wake  of  the  ADA,  an  increas- 
ing number  of  firms  will  make  this  their 
guiding  philosophy  as  well — and,  as  they 
do,  they  will  have  a  wide  range  of  re- 
sources to  draw  upon.  The  most  compre- 
hensive of  these  is  the  Job  Accommoda- 
tions Network  (JAN)  of  the  PCEPD, 
which  offers  free  consultation  to  compa- 
nies seeking  to  hire  people  with  disabili- 
ties. To  date,  JAN  has  helped  devise  more 
than  20,000  successful  accommodations. 
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which  it  keeps  on  file  in  its  Washingtc 
D.C.,  data  bank.  The  group's  effecti 
ness  is  evident  in  the  fact  that  72  of  evtj 
100  calls  it  receives  lead  to  the  placemti 
of  a  disabled  job  candidate. 

ther  organizations  provide  mc 
|  specialized  accommodations  j 
sistance.  For  example,  worki 
through  its  Special  Needs  Center,  AT8 
supplies  information  to  aid  employers 
accommodating  hearing  impairmen 
while  the  Braille  Institute  makes  availa 
a  series  of  videotapes  to  help  companies 
dealing  with  blind  employees.  And  be  . 
IBM  Corporation  and  Apple  Compu 
Company  maintain  extensive  data  bar  " 
for  computer-based  accommodations- 
subject  to  he  considered  below  . 

Perhaps  the  most  intriguing  acco 
modation  resource  to  come  along  ii 
new  cable-television  program  entitl  :::::: 
"Ready,  Willing,  Enable,"  inaugurat  -.. 
this  past  April  and  now  carried  on  63 
cal  cable  stations  in  Massachusetts.  P 
duced  by  Alan  Langer  and  Robert  Z 
kon,  both  of  whom  have  disabilities,  t 
show  is  the  nation's  first  television  pi 
gram  devoted  exclusively  to  disability 
sues,  and  features  frequent  discussions 
employer  accommodations  and  adapt 
technologies. 

Despite  this  abundance  of  resourc  b 
many  companies  find  that  the  h 
source  of  accommodation  ideas  is  th 
own  disabled  employees.  One  of  t 
most  sophisticated  employee-based 
commodation  efforts  is  Pacific  Bell's  E 
ployees  tor  Adaptability   I'BEA  .  a  in. 
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ager-employee  group  that  advises  t 
company  on  accommodations  for  ma 
streaming  workers  with  disabilities 
quickly  as  possible.  "We  strive  to  elir 
nate  both  the  individual's  and  the  orj 
nization's  preoccupation  with  the  d 
ability,"  explains  PBEA  founder  Den 
Senhaux,  "so  that  we  can  focus  our  en 
gies  on  the  work  at  hand." 


Changing  the  Workplace 

Workplace  accommodations  come 
many  forms,  but  most,  as  indicated,  ti 
out  to  be  surprisingly  easy  and  inexp( 
sive.  This  is  true  even  when  the  work  en 
ronment  has  to  be  modified — a  char 
that  some  employers  fear  will  inevital 
cost  sev  eral  thousands  of  dollars. 

Not  so  at  the  U.S.  Postal  Servi 
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h  accommodated  window  clerks 
use  wheelchairs  by  constructing  in- 
nsive  ramps  to  their  stations,  nor  at 
is  Commerce  Bank  in  Houston,  Tex., 
h  purchased  modular  office  furniture 
could  be  raised  or  lowered  as  neces- 
— at  nearly  the  same  cost  as  conven- 
il  furnishings.  Other  structural  ac- 
nodations  can  be  even  less  disruptive 
irporate  budgets.  One  Washington, 
,  architectural  firm  overcame  a  prob- 
>f  narrow  hallways  at  no  cost,  simply 
ermitting  an  employee  who  uses  a 
dchair  to  reach  his  office  through  a 
al  security  door.  And  at  IBM,  super- 
s  made  it  safe  for  a  blind  employee  to 
>  the  street  separating  two  company 
dings  by  giving  him  a  device  to 
ge  the  traffic  signal  each  time  he 
ed  to  cross. 

equipment  modifications  usually 
e  easy  to  make  as  well.  For  example, 
Marriott  Hotel  that  employs  deaf 
dry-room  workers  merely  had  to  ad- 
its washing  machines  to  use  flashing 
s  instead  of  a  buzzer  to  indicate  the 
of  a  wash  cycle.  Data-processing 
pment  manufacturer  NCR  similarly 
red  some  of  its  proof  machines  for  a 
orate  customer  to  use  light  instead  of 
d  to  warn  deaf  proof  operators  of 
akes.  And  at  Ohio  Bell,  managers  in- 
;d  low-cost  voice  synthesizers  on  sev- 
:omputers  to  allow  visually-impaired 
'hone-repair  attendants  to  carry  out 
i  that  previously  could  be  performed 
by  sighted  employees, 
n  many  cases,  however,  customized 
ifications  like  these  aren't  even  neces- 
When  attorney  Vivian  Berzinski, 
is  quadriplegic,  applied  for  a  position 
e  Washington,  D.C.,  law  firm  Arnold 
orter,  she  asked  only  for  a  speaker 
le.  Pacifi  c  Bell  accommodated  health- 
ices  specialist  Patricia  Hendricks, 
se  back  had  been  injured  in  an  auto 
ient,  by  providing  her  with  a  tele- 
le  headset.  And  Du  Pont  did  the  same 
I  for  dispatcher  David  Hartford,  who 
adriplegic. 

anging  the  Job 

\nother  approach  many  firms  have 
essfully  used  to  accommodate  job  ap- 
tnts  with  disabilities  is  to  change,  not 
work  environment,  but  the  nature  of 
ob.  For  instance: 


♦  Builders  Emporium,  the  western- 
states  hardware  chain,  eliminated  the  "heavy 
lifting"  requirements  for  its  salespeople,  thus 
opening  up  these  positions  to  older  appli- 
cants with  physical  limitations;  younger, 
nondisabled  workers  now  take  responsibili- 
ty for  restocking  the  shelves  at  night. 

♦  For  similar  reasons,  the  U.S.  Postal 
Service  has  begun  waiving  its  70  lb.  lifting 
standard  for  mail  clerks  in  select  cases;  al- 
ready, the  reduced  need  for  mail  carriers  to 
communicate  with  customers  has  made  it 
possible  for  the  Postal  Service  to  hire  large 
numbers  of  hearing-impaired  employees. 

♦  The  Marriott  Corporation  has  al- 
lowed employees  with  hearing  impairments 
to  trade  off  telephone  responsibilities  with 
co-workers  in  exchange  for  their  handling 
the  non-hearing-impaired  employees'  pa- 
perwork. 

♦  The  Radisson  Plaza  Hotel  in  Char- 
lotte, N.C.,  has  rewritten  task  descriptions 
in  order  to  permit  its  nearly  two  dozen 
housekeeping-staff  members  with  mental 
disabilities  to  share  |obs. 

Beyond  altering  job  descriptions, 
many  companies  also  offer  disabled  em- 
ployees flexible  hours — sometimes  as  part 
of  a  broad  policy,  more  often  with  adapta- 
tions specific  to  the  employees'  needs. 

Such  was  the  case  with  Bill  McGrath,  a 
computer-software  engineer  at  Eastman 
Kodak.  "The  largest  part  of  my  accommo- 
dation has  been  Kodak's  commitment,"  re- 
ports McGrath,  who  has  multiple  sclerosis. 
"I  was  given  )ob  assignments  that  provided 
the  necessary  flexibility  to  attend  rehabilita- 
tion and  medical  appointments."  In  the 
same  spirit,  companies  ranging  from  Pizza 
Hut  to  the  Breakers  resort  in  Palm  Beach, 
Fla.,  have  modified  the  work  hours  of  em- 
ployees with  mental  retardation  to  con- 
form to  public-transportation  schedules. 

Some  employers  have  even  gone  so  far 
as  to  change  a  job's  location  in  order  to 
hire  or  retain  a  person  with  a  disability. 
For  example,  when  Walt  Shinault,  who  is 
quadriplegic,  applied  for  a  position  as  fi- 
nancial consultant  with  Merrill  Lynch,  the 
company's  recruiters  knew  this  was  a  man 
they  did  not  want  to  lose.  So  they  allowed 
him  to  take  his  training  locally,  rather  than 
forcing  him  to  commute  to  a  distant  train- 
ing site,  as  was  the  usual  practice.  Pacific 
Bell  likewise  permitted  blind  systems  ana- 
lyst Jack  Dawson  to  work  out  of  the  firm's 
San  Francisco,  Calif.,  headquarters,  >■ 


Machines  you  can 

write  off. 
People  you  cant. 

The  National  Cristina  Foundation  needs 
the  old  computers  you're  going  to  put  out 
to  pasture.  Because  computers  you're 
planning  to  write  off  as  useless,  can 
prevent  millions  of  people  from  being 
written  off. 

Your  old  computers  can  enjoy  a  fruitful  second  life  — 
by  giving  new  life. 

Everyday,  all  over  the  country,  we're  putting  computers 
like  yours  to  work  helping  train  people  with  disabilities, 
the  disadvantaged  and  students  at  risk.  In  time,  they 
become  people  who  hum  with  the  skills  society  needs. 
And  sparkle  with  the  sense  of  self-fulfillment  that  comes 
from  being  wanted,  productive  members  of  the 
community. 

By  sending  us  computers  you  plan  to  discard  we  can 
help  develop  this  precious  human  resource  —  the  more 
than  43  million  Americans  with  differing  abilities. 
In  the  process  you  might  just  help  us  discover  another 
Beethoven,  Albert  Einstein,  Franklin  D.  Roosevelt  or 
Helen  Keller.  Machines 
you  can  write  off.  People 
you  can't. 


National 
Cristina 
Foundation 

A  not-for-profit  foundation. 

To  donate  computers  call: 

1-800  CRISTINA 

(1-800-274-7846) 

HELPING  PEOPLE  WITH  DIFFERING  ABILITIES 
LEAD  MORE  PRODUCTIVE  LIVES. 

Donated  computers  and  office  equipment  are  tax  deductible 
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though  his  task  group  was  located  in  San 
Ramon,  after  determining  that  public  tran- 
sit to  the  satellite  office  was  inadequate. 

More  dramatically,  a  growing  con- 
tingent of  companies  have  cho- 
sen to  make  off-site  work  —  or 
"telecommuting,"  as  it  is  commonly  called 
—  a  standard  employment  option.  One  of 
the  most  confirmed  believers  in  this  tech- 
nique is  financial  and  travel-services  pio- 
neer American  Express  Company.  Through 
its  Project  Homebound,  American  Express 
installs  word  processors  in  the  homes  of 
employees  with  disabilities,  who  receive 
their  instructions  and  transmit  their  fin- 
ished products  via  fax  and  modem.  Other, 
proiect-based  businesses,  including  the  na- 
tionwide public-opinion  research  firms 
Louis  Harris  and  Associates  and  The 
Gallup  Organization,  rely  on  disabled 
telecommuters  for  a  significant  proportion 
of  their  employee  base. 

Technological  Equality 

Telecommuting  and  the  other  techno- 
logically based  accommodations  just  cited 
are  part  of  the  first  wave  of  non-site-specif- 
ic job  modifications  that  allow  employees 
with  disabilities  to  function  on  a  complete- 


ly equal  basis  in  the  corporate  workplace. 
Rather  than  relying  on  changes  in  the 
work  environment  or  nature  of  the  job, 
these  strategies  use  technology  to  augment 
the  disabled  employee's  capabilities  so  that 
he  or  she  requires  no  special  attention. 
Such  technologies  thus  level  the  playing 
field  by  removing  the  effect  of  a  disability. 
The  disabled  job  applicant,  for  all  practical 
purposes,  becomes  indistinguishable  from 
the  nondisabled  candidate. 

Call  it  technological  equality. 
As  John  Whitney,  chairman  of  the  Or- 
chard Park.  N.Y..  manufacturer  Gaymar 
Industries,  has  written,  "Our  society  seems 
to  be  focusing  on  adapting  the  general  en- 
vironment to  disabled  persons'  needs 
rather  than  using  technology  to  make  it 
possible  for  disabled  persons  to  live  and 
work  in  the  environment  as  it  is.  The  dif- 
ference in  cost,  not  to  mention  the  psycho- 
logical benefits,  between  the  two  ap- 
proaches," he  says,  "can  be  enormous." 

One  recent  technology — Gaymar's 
HiRider  wheelchair — epitomizes  this  "self- 
empowerment  strategy."  Rather  than  forc- 
ing users  to  remain  seated,  as  conventional 
wheelchairs  do,  the  HiRider  allows  people 
with  mobility  impairments  to  raise  them- 
selves to  a  fully  supported,  virtual 
standing  position,  permitting 
them  to  use  standard  doors,  office 
equipment,  and  kitchen  and  stor- 
age facilities  with  the  ease  of  a 
nondisabled  person.  The  motor- 
driven  chair's  narrow  base  also 
provides  for  easier  access  through 
cramped  passageways. 

Other  technologies  serve  the 
needs  of  people  with  visual  or 
hearing  impairments.  A  number 
of  manufacturers,  for  instance, 
have  designed  "talking  tools,"  in- 
cluding calculators,  gauges  and 
scales,  that  allow  blind  employees 
to  earn'  out  a  variety  of  previous- 
ly foreclosed  factory  and  office 
tasks.  For  people  with  hearing 
and  speech  impairments.  ATc\."T 
has  long  been  the  leader  in  pro- 
ducing TDDs — ke\  board-based 


At  the  Marriott  Corporation, 
more  than  8.000  people  with 
disabilities  hold  responsible, 
productive  jobs. 


devices  that  permit  people  to  type  i 
sages  back  and  forth  over  telephone  1 
And  the  company  recently  expande 
24-hour  dual-party  relay  services, 
available  in  12  states,  so  that  individ 
with  hearing  impairments  can  coram  1 
cate  as  needed  with  people  who  do 
have  access  to  TDDs. 


The  Computer  Solution 

If  adaptive  technologies  like  these 
a  means  of  self-empowerment  for  pe 
with  disabilities,  computer  technoloi 
fast  becoming  a  tool  for  se\f-fulfillm 
Computers  allow  people  with  disabil 
not  only  to  function  in  the  workplace 
to  excel — often  beyond  their  most 
mistic  expectations. 

Joseph  Lazzaro  of  the  Massachus 
Commission  for  the  Blind  is  just  one  o 
millions  of  people  with  disabilities  i 
have  turned  to  computers  to  level  the  b 
ness  playing  field.  He  writes  in  the  Au 
1990  issue  of  Byte  magazine  that, 
though  I  am  legally  blind.  I  have  use< 
microcomputer  to  build  a  career  as  a  t  :- 
nical  author,  freelance  consultant.  an< 
rector  of  an  adaptive-technology  pro 
. . .  None  of  this  would  be  possible  wit! 
the  aid  of  adaptive  electronic  equipmer 

Lazzaro's  experience  is  repeated  t 
and  again  across  the  United  State;  : 
1.200-person  survey  by  the  Amer 
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Foundation  for  the  Blind,  conducte<  1  - 
1986.  found  that  83%  of  blind  pec  : 
who  used  computer-based  adaptive  te  - 
nology  were  employed — the  great  maj 
ty  of  them  full-time — compared  to  c 
30%  of  the  overall  population  of  visui 
impaired  people  of  working  age. 

Many  of  these  adaptive  devices  me 
expand  the  computer's  electronic  re£ 
making  these  machines  more  powerful 
vants  for  people  with  limited  mobility 
otherwise  unimpaired  sensory  and  f 
motor  control  capabilities.  ComputAb; 
Corporation's  "Private  Eye."  for  instai 
places  a  small,  lightweight  screen,  attac 
to  a  headset,  inches  in  front  of  the  us 
eyes;  combined  with  the  firm's  wire 
keyboards,  the  system  makes  comput 
possible  without  forcing  people 
wheelchairs  to  work  at  a  desk.  The  S< 
Corporation's  CD-ROM  Laser  Libr 
system  likewise  brings  an  entire  librar  ' 
books  and  research  materials  directb 
the  user's  office. 
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PutADA*  800-232-2440 

to  Work 
on  Your 
Computer. 


*  '/A  f//j 

With  Disabilities  Act"  /  Z.      "  -J* 


ADA  works™  Software  on  your  computer 
gives  you  everything  you  need  to  create  an 
effective  ADA  compliance  plan.  Features  fully 
interactive:  Tutorial,  Hiring,  Job  Descriptions, 
Job  Analysis,  Job  Banking  and  Accommodation 
modules. 

Call  1-800-232-2440  for  a  FREE  demonstration  disk 

10727  EI  Monte,  Overland  Park,  Kansas  66211  913-383-1103 
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he  main  problem  with  standard  com- 
s,  however,  is  not  what  they  offer, 
'hat  they  require:  sight,  hearing  and 
paired  muscular  control.  This  is  just 
many  people  with  disabilities  lack. 
;o  most  major  computer  makers,  m- 
ig  Apple  and  IBM,  have  developed  a 
)f  assistive  devices  in  recent  years  that 
up  computing  to  virtually  all  people 
dless  of  their  disability.  The  aim,  says 
i  Computer  Company's  disability-so- 
is  chief  Alan  Brightman,  is  to  turn  the 
•rial  computer  into  a  personalized 
>uter — the  electronic  equivalent  of 
l-employment  policies  and  the  fully 
sible  workplace . 

hese  computer-based  adaptive  tech- 
jies  range  from  the  merely  inventive 
§  inspired.  People  with  profound  mo- 
impairments,  for  instance,  have  long 
closed  off  from  computing  because  of 
teed  to  use  a  keyboard.  No  longer. 
Apple's  "Headmaster,"  a  combina- 
leadset  and  sip-and-puff  tube,  people 
no  muscle  control  below  their  neck 
theless  can  become  skilled  computer 
itors.  Using  Headmaster,  one  need  on- 
ike  small  movements  of  one's  head  to 
rol  the  position  of  the  screen  cursor, 
le  or  she  can  type  at  a  fair  rate  of  speed 
the  aid  of  an  on-screen  keyboard, 
rhe  Eyegaze  Computer  System,  devel- 
by  LC  Technologies,  Inc.,  of  Fairfax, 
takes  this  approach  even  further.  A 
3  camera,  mounted  under  the  comput- 
onitor,  continuously  observes  the  us- 
eye,  and  image-processing  software 


fits  on  the  roof  of  the  user's  mouth. 

In  the  same  way  that  many  mobility- 
impaired  individuals  are  unable  to  use 
standard  keyboards,  those  with  visual  im- 
pairments may  not  be  able  to  read  the 
computer  monitor.  Often,  enlarging  the 
screen's  images  solves  this  problem.  Apple, 
for  instance,  supplies  a  screen-magnifica- 
tion utility  with  each  of  its  Macintosh 
computers,  while  other  companies,  such  as 
Berkeley  Systems  of  Berkeley,  Calif.,  sell 
software  packages 


any  companies  use  technology  to  augment  disabled 
nployees'  capabilities.  Technologies  level  the  playing  field 
f  removing  the  effect  of  a  disability.  The  disabled  job  appli- 
int,  for  all  practical  purposes,  becomes  indistinguishable 
om  the  nondisabled  candidate. 


tifies  the  point  on  the  screen  where  the 
is  focused.  A  user  thus  can  select  on- 
;n  "keys"  and  icons  simply  by  looking 
lem.  And  at  a  1990  technology  confer- 
•  sponsored  by  California  State  Univer- 
at  Northridge  and  Pacific  Telesis,  re- 
chers  from  the  Palo  Alto,  Calif.,  engi- 
ing  firm  Zofcom,  Inc.,  announced  yet 
ird  keyboard  replacement:  the  Tongue- 
ch  Keypad,  a  computer  controller  that 
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that  perform  this 
function  on  almost 
any  computer. 

For  more  severe 
visual  impairments, 
users  may  equip 
their  computers  with 
speech  synthesizers,  like  IBM's  Screen 
Reader  and  Artie  Technologies'  SynPhonix 
system,  that  read  the  screen's  contents 
aloud.  The  Kurzweil  Company's  reading 
machine  is  even  a  step  beyond  this.  The  ma- 
chine scans  written  material  into  a  comput- 
er without  the  need  for  manual  input,  inter- 
prets it  with  the  aid  of  optical  character- 
recognition  software,  then  reads  the  text 
aloud  via  an  electronic  speech  synthesizer. 


Front  Speech  Into  Type 

Most  revolutionary  of  all  these  tech- 
nologies, though,  are  voice-recognition  sys- 
tems that  translate  speech  directly  into 
type — without  the  intervention  of  a  key- 
board— serving,  in  effect,  as  an  electronic 
secretary  for  taking  dictation.  Such  systems, 
says  Brown  University  computer  specialist 
Peter  Green,  "hold  enormous  potential  for 
individuals  with  movement  limitations... 
As  long  as  you  can  talk — or  even  make  dis- 
tinguishable sounds — the  power  of  the 
computer  is  at  your  command." 

Speech-recognition  systems,  like  Drag- 
onDictate,  produced  by  Dragon  Systems, 
Inc.,  of  Newton,  Mass.  and  IBM's  Voice- 
Type,  allow  users  to  enter  text  at  up  to  30 
words  per  minute  under  certain  circum- 
stances. That's  an  order-of-magnitude  im- 
provement over  the  other  typing  tech- 
nologies available  to  people  with  severe 
physical  limitations.  Such  programs, 
though,  do  suffer  from  one  major  disadvan- 
tage: They  typically  understand  only  dis- 
crete words,  so  that  users  must  speak  crisply 
and  distinctly,  which  can  be  difficult  not  on- 
ly for  people  with  speech  impairments,  but 
for  many  nondisabled  people  as  well. 

A  new  voice-recognition  system,  *- 
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THE  DISABILITY  2QOO-CEO  COUNCIL 


,  hile  the  requirements  of  the  Americans  with  Disabilities  Act 
I  (ADA)  do  not  become  effective,  generally,  until  1992,  at  least 
I  SBk  M  one  group  of  executives  has  taken  the  initiative  in  promoting 
S  the  recruitment  and  hiring  of  people  with  disabilities.  Their 
*  aim:  to  double  the  employment  of  people  with  disabilities  by 
I  the  year  2000. 

The  group,  which  calls  itself  The  Disability  2000-CEO 
Council,  consists  of  the  chief  executive  officers  of  U.S.  compa- 
nies, both  large  and  small.  An  adjunct  of  the  Washington,  D.C.,  based 
National  Organization  on  Disability  (N.O.D.),  the  Council  began  opera- 
tions only  last  year,  and  already  boasts  more  than  250  CEO  members. 

The  Council's  ambitious  goal  of  doubling  the  employment  of  people 
with  disabilities  by  the  year  2000  would  require  matching  some  four  mil- 
lion new  disabled  jobseekers  with  job  openings  over  the  next  nine  years.  Is 
that  possible?  A  report  prepared  for  N.O.D.  in  April  of  this  year,  entitled 
"Closing  the  Gap,"  declares  that  it  is. 

The  study  examines  several  potential  employment  strategies — 
among  them,  improving  the  flow  of  information  between  employers  and 
disabled  job  applicants,  upgrading  the  skills  and  self-confidence  of  dis- 
abled persons  looking  for  work,  and  encouraging  workplace  accommo- 
dations and  attitudinal  changes.  If  efforts  like  these  are  seriously  pursued, 


the  report's  authors  conclude,  "there  is  good  reason  to  believe  that  t 
goal  of  doubling  the  employment  rate  of  persons  with  disabilities  b 
vcar  2000  is  within  reach. " 


1 


Understanding  the  ADA 

In  addition  to  promoting  higher  employment  levels  among  pi 
with  disabilities,  the  Council  is  also  working  to  facilitate  corporate 
pliance  with  the  ADA.  One  of  the  group's  primary  missions  in  this  r< 
is  to  make  it  easier  for  corporate  executives,  managers,  and  huma 
sources  officers  to  understand  and  apply  the  ADA's  regulations 

To  this  end,  the  Council  plans  to  periodically  issue  bulletins,  b 
lets  and  advisories  that  spell  out  the  new  law's  requirements  in  easil 
derstandablc  terms.  The  group  also  operates  a  clearinghouse  for  its  r 
bers  of  useful  information  related  to  disability  and  the  ADA. 

The  Council's  founding  chairman,  Business  Week  publisher 
W.  Patten,  believes  this  approach  makes  sense.  Starting  work  well  b 
the  laws  compliance  dates,  he  says,  will  allow  employers  to  focus  i 
closely  on  the  ADA's  real  goal:  getting  qualified  people  with  disabi 
hired  in  large  numbers  for  meaningful  jobs. 

—  Kevin  Ho  pi 
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Wysi  Technoi  ogy,  Inc  .  •  Morris  Chang 
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York  International  •  James T.  Dresher 
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Applications  F.xpress'  Speech  Secretary, 
may  help  solve  this  problem.  Developed 
by  the  Shrewsbury,  N.J.,  software-engi- 
neering firms  using  speech-recognition 
hardware  manufactured  by  Verbex  Voice 
Systems  of  Edison,  N.J.,  the  Speech  Secre- 
tary is  the  first  and  only  voice-recognition 
package  that  accurately  responds  to  con- 
tinuous-flow speech,  permitting  users  to 
talk  as  they  would  in  normal  conversation. 
The  system  also  correctly  interprets  differ- 
ences in  speech  caused  by  stress,  variable 
speaking  rates,  outside  noise — and,  most 
importantly,  physical  disabilities.  "With 
continuous  conversational  Speech  Secre- 
tar)  systems,"  asserts  Applications  Ex- 
press president  Dale  Ogg,  "there  is  practi- 
aily  no  misrecognition,  even  for  the  most 
I)  disabled  user." 

c  ess-Technology 

i  his  explosion  of  adaptive  technolo- 
gies has  done  more  than  make  computing 


IBM  and  Apple  are  leaders 
in  making  computers  fully 
accessible  to  people  with 
disabilities. 

and  the  workplace  acces- 
sible to  people  with  dis- 
abilities. It  also  has  given 
rise  to  a  new  industry:  the 
access-technology  indus- 
try. As  Bill  Tobin,  execu- 
tive director  of  the  Wash- 
ington, D.C.,  based  Ac- 
cess Technology  Associa- 
tion, explains,  "whereas 
the  market  for  adaptive 
devices  previously  was 
limited  to  a  virtual  hand- 
ful  of  customers,  the 
ADA  promises  to  open 
up  an  entire  corporate 
arena  as  organizations 
coming  under  the  ADA 
guidelines  rush  to  adopt 
the  most  cost-efficient  ac- 
commodations they  can 
rind." 

Already,  by  the  associ- 

1  ation's  count,  several  thou- 

2  sand  access-technology 
g  companies  and  dozens  of 
2  divisions  of  major  corpo- 
^  rations  are  engaged  in  the 

development  of  new  adaptive  products.  Dis- 
abled people,  as  one  might  expect,  stand  to 
gain  the  most  from  these  efforts.  "People 
with  disabilities  used  to  be  considered  pri- 
marily for  'back  office'  jobs,"  says  Frank 
Rocco,  of  Rocco,  Smith  and  Associates. 
"Now,  with  access  technology  at  hand,  they 
will  be  able  to  move  quickly  to  the  front  of- 
fice— to  positions  of  greater  responsibility, 
more  visibility  and  higher  pay." 

The  main  problem  employers  and  dis- 
abled people  alike  may  face,  in  fact,  is  keep- 
ing track  of  this  proliferation  of  adaptive 
products — and  several  organizations  have 
already  stepped  in  to  try  to  help.  Beyond 
Apple  and  IBM,  which  maintain  extensive 
data  bases  of  assistive  technologies  for 
computers,  two  of  the  most  highly  regarded 
sources  of  assistive-technology  information 
are  the  University  of  Wisconsin's  Trace  Re- 
search and  Development  Center  and  the 
I  lenderson,  Minn.,  publisher  Closing  the 
( >ap,  both  of  which  specialize  in  computer- 
based  technology.  At  the  Federal  level,  the 


Council  on  Accessible  Technologl 
(COAT),  chaired  by  Leonard  Suchanekj 
Chief  Judge  of  the  Contract  Appeal! 
Board,  serves  as  the  Federal  government'! 
clearinghouse  for  information  on  adaptivi 
technology. 

"A  Person  Who  Can 
Do  the  Job" 


Hatris; 


ansa 


Adaptive  technologies  like  these- 
from  reading  machines  to  voice-recogn 
tion  systems  to  devices  still  waiting  to  b 
dreamed  up — are  the  future  of  disabilit 
employment.  They  truly  can  "level  th 
playing  field"  for  people  with  disabilitie 
wanting  to  work.  But  if  technology  is  ti 
live  up  to  its  promise,  warns  Eril 
Wmslow,  director  of  The  George  Wash 
ington  University's  Center  for  Acces 
Technology  Behavioral  Studies,  "we  mus 
understand  not  only  the  nature  of  th 
hardware,  but  also  the  role  of  humai 
behavior." 

That's  nowhere  more  true  than  witl  Harris rq1 
respect  to  disability  employment.  Whil 
physical  obstacles  have  prevented  man 
disabled  people  from  fulfilling  their  poten 
tial  as  productive  employees,  it  is,  as  noted 
the  existence  of  attitudinal  barriers  tha  . 
has  kept  large  numbers  of  people  with  dis 
abilities  from  entering  corporate  America' 
front  door.  And  it  will  not  be  until  these  at 
titudinal  barriers  are  removed — all  th 
adaptive  technology  in  the  world  notwith 
standing — that  people  with  disabilities  wil  i„M,i, 
become  fully  integrated  into  the  main 
stream  work  force. 

Still,  this  doesn't  mean  that  corporat 
CEOs  need  to  abandon  the  bottom  line  fo 
beneficence,  nor  that  they  should  replac 
job-performance  standards  with  look-the 
other-way  charity.  Quite  the  opposite.  "A 
a  manager,  you  should  expect  no  les 
|  from  a  worker  with  a  disability]  than  yoi 
would  from  any  other  employee,"  Th 
Marriott  Corporation  instructs  its  front 
line  managers.  "This  is  a  person  who  cai 
do  the  job." 


That's  a  worthy  signpost  for  the  fu  i- 
ture  of  disability  employment — and  a  be 
lief  that  may  make  the  difference  betweei  "a- 


fully-staffed  workplaces  and  financia 
calamity.  Any  employer  taking  it  V 
heart — in  principle  as  well  as  practice 
should  have  no  trouble  finding  top-quali 
ty  employees  as  the  worker-short  1990 
unfold.  ♦> 
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"WILLING  TO  ACT": 

THE  1991  LOUIS  HARRIS 
AND  ASSOCIATES  SURVEY 
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n  1986,  public-opinion  researchers  Louis 
Harris  and  Associates  carried  out  a  land- 
mark survey  of  the  attitudes  and  experi- 
ences of  people  with  disabilities.  The  survey 
was  the  first  nationwide  study  to  ask  people 
with  disabilities  what  it  means  to  be  dis- 
abled, and  how  their  disability  affects  their 
personal,  social,  and  professional  lives. 
Earlier  this  year,  the  National  Organi- 
zation on  Disability  commissioned  Louis 
Harris  to  undertake  a  study  to  probe  an 
equally  important  question:  the  attitudes  and 
perceptions  that  nondisabled  persons  hold 
toward  their  disabled  fellow  citizens.  The 
survey,  released  this  September,  contains  a 
number  of  surprising — and  largely  encourag- 
ing— findings. 

If  there  is  one  central  message  of  the 
Harris  report,  though,  it  is  this:  The  Ameri- 
can people  are  willing  to  act — now — to  en- 
able more  people  with  disabilities  to  move 
into  the  mainstream  of  American  life. 

This  willingness,  the  survey  shows,  is 
based  equally  on  compassion,  on  a  belief  in 
equal  opportunity,  and  on  a  conviction  that 
people  with  disabilities  have  a  great  deal  to 
contribute  to  the  nation.  But  it  also  appears 
rooted  in  a  belief  that  people  with  disabilities 
want  to  help  themselves,  that  they  want,  not 
a  "hand  out,"  but  a  "hand  up" — to  a  job,  to 
financial  self-sufficiency,  and  to  a  full  and  ac- 
tive life. 

Reactions  to  People 
with  Disabilities 

Americans  are  more  well-acquainted 
with  disability  than  one  might  expect.  Over- 
all, almost  half  of  Americans  personally 
know  someone  with  a  disability.  Of  those 
who  do,  more  than  half  have  a  friend  (and 
one-third  a  close  friend),  one-quarter  a  fami- 
ly member  and  one-fifth  a  co-worker  who  is 
disabled. 

Despite  this  familiarity,  Americans  con- 
tinue to  experience  a  diversity  of  feelings  in 
their  encounters  with  disabled  persons. 
Many  of  these  reactions  are  positive:  more 
than  90%  admire  the  people  with  disabilities 
they  meet  because  of  the  barriers  and  diffi- 
culties these  people  have  had  to  overcome. 
But  between  one-half  and  three-fourths  of 
Americans  at  least  occasionally  feel  pity,  em- 


barrassment, awkwardness,  and  a  lack  of 
concern  when  encountering  a  disabled  per- 
son. Many  are  also  afraid,  fearing  the  same 
disability  might  strike  them. 

The  extent  of  this  discomfort,  as  it 
turns  out,  varies  according  to  the  type  of  dis- 
ability. While  an  average  of  only  one  in  ten 
Americans  are  ill  at  ease  associating  with 
people  who  are  blind,  deaf  or  wheelchair 
users,  nearly  two  to  three  times  as  many  feel 
uncomfortable  around  people  with  mental 
retardation,  mental  illness,  senility  or  facial 
disfigurement. 

Familiarity  and 
Acceptance 

On  the  more  positive  side,  familiarity 
with  disabled  people  tends  to  increase  ac- 
ceptance. Americans  who  personally  know 
someone  with  a  disability  are  about  a  quarter 
less  likely  to  feel  awkward  around  disabled 
people,  and  more  than  a  third  less  apt  to  be 
afraid  because  the  disability  could  strike 
them.  Similar  changes  in  attitudes  occur 
among  people  who  have  seen  popular 
movies  and  television  shows  (such  as  "Rain- 
man,"  "Children  of  a  Lesser  God,"  and 
"L.A.  Law")  depicting  the  lives  of  people 
with  disabilities. 

Such  familiarity  also  reduces  concerns 
about  interacting  with  disabled  people  in 
work  or  social  situations.  More  than  four 
out  of  five  people  actually  involved  with  a 
disabled  person  on  a  regular  basis  say  their 
relationships  are  pleasant  and  easy.  And  of 
those  who  work  alongside  a  person  with  a 
disability,  the  same  proportion  say  that  the 
disabled  person  is  at  least  as  productive  as 
other,  nondisabled  employees. 

All  told,  two-thirds  of  the  public  believe- 
that  their  co-workers  both  would  have  no 
problems  working  with  a  disabled  colleague, 
and  would  support  policies  to  increase  the 
numbers  of  people  with  disabilities  in  the 
workplace. 

Knowledge  About 
Disabled  People's 
Lives 

To  a  considerable  degree,  nondisabled 
Americans  understand  how  having  a  disabil- 
ity can  affect  a  person's  life.  Large  majorities 


recognize  that  people  with  disabilities  are 
financially  worse  off  than  other  Americans, 
and  that  they  have  less  active  social  lives. 

At  the  same  time,  80%  of  nondisabled 
respondents  believe — accurately — that  most 
people  with  disabilities  would  rather  have  a 
job  than  rely  on  disability  payments,  and 
75%  realize  that  most  disabled  people  would 
prefer  to  live  among  the  general  population 
than  to  spend  most  of  their  time  with  family 
members  or  other  people  with  disabilities. 

This  understanding  extends  as  well  to 
the  struggles  many  disabled  persons  face  in 
trying  to  find  work.  Seventy-five  percent  of 
Americans  think  people  with  disabilities 
can  obtain  jobs  only  with  difficulty,  18% 
think  they  can't  find  any  work  at  all,  and 
only  4%  believe  they  can  find  jobs  easily. 

Part  of  the  problem,  Americans  con- 
cede, is  discrimination:  one  in  five  believes 
there  is  a  "great  deal"  of  discrimination 
against  disabled  people  in  employment  and 
other  aspects  of  life,  while  three  in  five  say 
there  is  "some"  discrimination.  However, 
85%  of  all  Americans — and  75%  of  those 
with  disabilities — believe  that  discrimination 
has  declined  in  the  last  ten  years. 

Increased 
Participation 
in  Society 

Probably  the  most  heartening  news 
from  the  survey  is  Americans'  overwhelming 
conviction  that  the  nation  gains  when  peo- 
ple with  disabilities  enter  the  mainstream  of 
American  life.  Eight  out  of  ten  respondents 
feel  that  disabled  people  have  "underused 
potential"  to  contribute  to  the  country  by 
working  and  producing,  while  85%  believe 
that  making  jobs,  housing  transportation 
and  public  places  more  accessible  will  be  a 
benefit  rather  than  a  cost  to  society. 

Similarly,  when  asked  what  would 
happen  if  more  people  with  disabilities  were 
to  join  the  work  force,  more  than  eight  in 
ten  Americans  said  this  would  be  a  "boost 
to  the  nation."  Only  one  out  of  14  thought 
disabled  people  would  threaten  other  work- 
ers' jobs. 

—  Kevin  Hopkins  and 
Susan  Nestleroth 
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Here  are  millions  df  willing  and 
able  workers,  waiting  td  be  hired. 


rohably  no  one  in  the  world 
ft  confounds  the  commonly  ac- 
cepted notions  of  disability  as 
much  as  the  British  physicist 
Stephen  Hawking.  Anyone  who  has  seen  a 
picture  of  Hawking  knows  why.  Severely 
disabled  by  Lou  Gehrig's  disease,  he  has 
lost  control  of  his  arms  and  legs,  and  speaks 
with  such  difficulty  that  only  his  closest  as- 
sociates can  understand  him.  Only  by  using 
a  special  machine  that  translates  his  eye 
blinks  into  typewritten  words  can  Hawking 
share  his  knowledge  with  the  world. 

Despite  all  this.  Hawking  has 
launched  several  new  fields  of  study,  writ- 
ten numerous  books,  and  done  more  to 
help  science  understand  the  universe  than 
any  physicist  since  Einstein.  Ironically, 
were  he  not  so  uniquely  gifted.  Hawking 
might  well  have  been  ignored  by  universi- 
ties and  employers  who  didn't  bother  to 
take  a  second  look. 

Today,  a  growing  number  of  compa- 
nies are  learning  that  Hawkimi's  millions 


Du  Pont's  Chemicals  and 
Figments  office,  was  born 
with  multiple  birth  de- 
fects, and  underwent  32 
major  operations  before 
she  was  15.  Today,  she 
walks  with  crutches.  Says 
a  1982  company  bro- 
chure: "Since  she  began 
her  current  assignment 
in  March  1981,  Andrea 
hasn't  missed  a  single  day 
of  work.  Her  supervisor 
notes,  i  can  always  count 
on  Andrea.  She's  the  first 
one  in  when  it  snows.'" 

Kane  Chinn,  who  is  hearing-im- 
paired, joined  the  staff  of  San  Francisco  tele- 
vision station  KPIX  as  a  secretary,  but  soon 
decided  she  would  like  to  become  an  editor. 
On  her  own  time,  she  worked  hard  to  pick 
up  editing  skills,  little  by  little,  asking  man- 
agers and  producers  for  help.  Eventually, 
she  became  an  award-winning  editor  for 
two  popular  chil- 


BY  TREATING  EACH  CANDIDATE  for  employment  as  a 
person  and  not  as  a  diagnosis,  businesses  are  finding 
that  disabled  people  with  the  capability,  drive,  and 
determination  to  succeed  can  do  the  job  just  as  well 
as  any  nondisabled  job  applicant. 


of  lesser-known  disabled  counterparts 
have  talents  they  can  also  put  to  good  use. 
When  employers  make  the  effort  to  look 
at  people's  abilities  rather  than  their  dis- 
abilities, these  benefits  often  prove  strik- 
ing. By  treating  each  candidate  for  em- 
pl(  lyment  as  a  person  and  not  as  a  diagno- 
sis, businesses  are  finding  that  disabled 
pe  ople  with  the  capability,  drive,  and  de- 
nination  to  succeed  can  do  the  job  just 
iny  nondisabled  job  applicant. 

Orive  to  Succeed 

are  some  of  the  first-rate  employ- 
ees      e  firms  have  discovered: 

indrea  Godwin,  a  stenographer  in 


dren's  programs, 
and  used  that  expe- 
rience to  help  estab- 
lish her  own  free- 
lance business,  edit- 
ing national  stories 
for  other  television 
stations  throughout  the  state. 

Matthew  Smith,  a  medical-supply 
clerk  for  Sierra  Medical  Center  in  El  Paso, 
Tex.,  started  work  at  the  hospital  as  a  vol- 
unteer, and  nine  months  later  signed  on  as 
a  paid  staff  member.  Born  with  a  learning 
disability  and  slight  cerebral  palsy,  he  im- 
pressed his  supervisors  with  his  dedication 
and  competence.  "He  performs  his  job  as 
well  as  workers  without  disabilities,"  says 
the  hospital's  central-supply  manager. 
And  what's  more,  "he  never  misses  a  day. 
The  nurses  love  him  to  pieces." 

Charles  Reichardt  joined  IBM  in 
1978,  five  years  after  beginning  his  job 
search.  Following  graduation  from  col- 


lege, Reichardt,  blind  from  birth,  sent  ff 
sumes  to  1,000  potential  employers.  OrF 
one  wanted  to  interview  him.  So  he  I" 
turned  to  school  and  earned  a  master'sc 
gree.  Again,  he  mailed  out  1,000 
sumes — without  a  single  favorable  rep 
Discouraged,  he  shared  his  story  with  cc  .. 
tacts  on  his  ham  radio,  one  of  whom  w 
married  to  a  manager  at  IBM.  The  con 
puter  company  interviewed  and  promp 
hired  him,  and  today  he  is  an  informant 
systems  analyst,  responsible  for  ensuri 
that  IBM's  products  are  accessible  to  pe ; 
pie  without  sight. 

Men  and  women  like  Godwin  ai  If 
Chum,  Smith,  and  Reichardt  are 
Stephen  Hawking.  But,  in  many  wa;  :: 
they  are  much  more.  They  are  people  wl 
without  the  benefit  of  extraordinary  int 
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Quiet  Success  Stories 


lect  or  worldwide  acclaim,  hav  e  overcor  • 


serious  disabilities  to  make  a  success 
their  lives.  They  are  just  a  few  of  the  ma 
quiet  success  stories  to  be  found  amo 
the  grow  ing  population  of  employees  w: 
disabilities.  Like  most  of  their  nondisahl 
colleague  ,,  they  have  one  clear  goal:  toi 
the  best  job  they  possibly  can. 

And  for  businesses  searching  for  hig 
quality  workers,  the  best  news  is  th 
there  are  millions  more  just  like  theiv 


waiting  to  be  hired. 
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President-National  Organization  on  Disability 

As  I  personally  learned  shortly  after  Har- 
vard Business  School  and  the  start  of  my 
business  career  with  Polaroid  Corpora- 
tion, you  can  join  the  disability  communi- 
ty in  an  instant.  No  one  is  immune.  Amer- 
ica's disability  community  includes  not 
only  the  43  million  men,  women,  and 
children  with  disabilities,  but  at  least  an  equal  number  of  family 
members  who  are  also  directly  affected.  Our  young  family  of  six 
soon  became  accustomed  to  wheelchair  living. 

But  beyond  this  personal  concern,  all  Americans  have  a  stake  in 
the  full  participation  of  people  with  disabilities  in  national  and 
community  life.  As  "Willing  and  Able"  points  out,  America  needs 
people  with  disabilities  in  its  new  work  force.  The  goal  of  doubling 
the  number  of  people  with  disabilities  in  the  nation's  work  force  by 
the  Year  2000  serves  employers,  those  of  us  with  disabilities,  and 
the  nation.  We  stand  ready. 

N.O.D.  is  grateful  to  Business  Week  for  its  vision  and  leader- 
ship in  seizing  and  illuminating  America's  opportunity.  This  is  the 
first  time  a  major  business  publication  has  ever  devoted  a  special 
section  entirely  to  the  subject  of  disability.  With  this  supplement, 
Business  Week  is  initiating  the  strategy  to  achieve  the  Year  2000 
goal.  Implementation  will  call  for  continuing  commitment  by  the 
business  and  disability  communities  through  the  remainder  of  the 
century.  The  job  can  be  done.  All  of  America  will  gain. 


National  Organization  on  Disability  promotes  the  acceptance  and  participation  of  Americas  43  million  men,  women,  and  children  with  physical 
lental  disabilities  in  all  aspects  of  life.  Founded  in  1982,  N.O.D.  is  the  only  national  disability  network  organization  concerned  with  all  disabilities,  all 
groups,  and  all  disability  issues.  N.O.D.  is  governed  by  a  Board  of  Directors  of  disabled  and  non  disabled  leaders  and  is  supported  entirely  by  the  contri- 
ons  of  corporations,  foundations,  and  individuals.  N.O.D.  involves  disabled  and  nondisabled  individuals  and  leaders  of  communities,  associations, 
nesses,  labor  unions,  government  agencies,  and  the  media  in  its  nationwide  partnership  program. 


)ies  of  the  special  section  are  available  on  tape  from  the  National  Organization  on  Disability,  for  those  with  visual  impairments. 
National  Organization  on  Disability,  910  16th  Street,  NW/Suite  600,  Washington,  DC  20006,  (202)  293-5960 
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EDITED  BY  ANDREA  ROTHMAN 


MILES  CAHN:  198  GOATS 
KICKED  HIM  BACK  INTO  BUSINESS 


iles  Cahn  had  a  qui- 
leter  life  in  mind.  So 
after  he  sold  his  Coach 
Leatherware  Co.  to  Sara 
Lee  Corp.  in  1985,  he  and 
his  wife,  Lillian,  moved  to 
their  farm  in  upstate  New 
York.  To  keep  busy,  they 
set  out  to  run  a  small  goat 
farm,  producing  cheese. 
But  the  goats  had  bigger 
plans.  Says  Cahn,  70, 
laughing:  "We're  held  hos- 
tage day  and  night,  seven 
days  a  week." 

Farmer  Cahn's  original  198  French  Alpine  goats  now  num- 
ber 700.  His  farm  has  doubled,  to  650  acres,  and  the  once  cozy 
little  occupation  has  turned  into  a  $1.5  million-a-year  business. 

Coach  Farm — named  for  the  prosperous  leather-goods  com- 
pany Cahn  built  up  over  39  years — has  taken  off  because  of 
the  keen  demand  for  fresh  goat  cheese  in  a  country  where 
two-thirds  of  the  product  is  imported.  Cahn  now  sells  French- 
style  fresh  and  aged  cheeses,  as  well  as  yogurt,  to  400  restau- 
rants and  gourmet  shops,  including  several  in  California. 

The  products  are  winning  raves.  In  July,  Coach  took  two  top 
awards  at  the  International  Fancy  Food  Show  in  New  York. 
And  the  slightly  gamey,  firm  cheese  wins  praise  at  epicurean 
haunts  such  as  Lutece  and  Bouley.  "Wonderful,"  says  Jean 
Michel  Diot,  chef  and  owner  of  Park  Bistro,  which  uses  the 
cheese  in  a  popular  warm  potato  salad  appetizer  called  peta- 
tou  de  ch  'evre  frais. 

With  sales  climbing  25%  a  year,  Cahn  says,  profits  are  a 
year  away.  But  he's  hoping  to  step  back  soon  and  bring  in 
investors  who  can  build  distribution  and  marketing.  Then,  he 
and  Lillian  can  spend  more  time  keeping  company  with  Pink 
Nose,  Bent  Ear,  Emily,  and  their  697  other  closest  friends. 

By  Bruce  Hager  in  New  York 


TIM  AND  NINA  ZAGAT: 
MOVE  OVER,  MICHELIN 


nai 
op 


Robert  Bass,  Craig 
Claiborne,  Arthur 
Schlesinger,  Cyrus 
Vance,  and  Christie 
Hefner:  These  are  just 
a  few  of  the  big  names 
who  have  worked  for 
Tim  and  Nina  Zagat 
over  the  years.  The 
husband-and-wife  team 
publishes  the  Zagat  res- 
taurant guides,  those 
slim  red  volumes  full  of 
pithy  comments  that 
have  become  to  food 
n'hat  AAA  guides  are  to  motorists.  And  the  celebrated 
are  among  the  thousands  the  Zagats  call  upon  for 
on  restaurants  in  return  for  a  free  copy  of  the  guide. 


The  Zagats  are  food  fans  from  way  back.  Nina  took  cookii 
classes  at  Le  Cordon  Bleu  in  Paris,  and  Tim  is  a  self-profess< 
"gourmand."  The  survey  traces  its  origins  to  a  night  in  19' 
when  the  Zagats  and  some  friends  were  mulling  over  tl 
problem  of  finding  good  restaurants  in  New  York.  "Over  tl 
19th  bottle  of  wine,"  Tim  says,  he  thought  of  compiling  a  on 
page  summary  of  his  friends'  comments  on  favorite  resta 
rants.  The  photocopied  pages  became  such  hot  items  amor 
restaurant  cognoscenti  that  by  1982  the  couple  had  taken  tl 
idea  commercial. 

The  Zagats  met  at  Yale  Law  School.  Tim,  51,  quit  his  job 
a  corporate  counsel  at  Gulf  &  Western  Inc.  in  1986  to  manaj 
the  business.  Nina,  49,  stayed  on  at  law  firm  Shearman 
Sterling  but  is  now  leaving  to  work  full  time  on  the  guides 

The  couple  has  meanwhile  expanded  to  26  cities  across  tl 
U.  S.  and  sold  500,000  guides  in  1990.  They  expect  revenues 
roughly  $3  million  in  1991.  Pushing  into  new  arenas,  the  t1 
last  year  put  out  a  three-volume,  nationwide  hotel  and  e 
rental  survey  for  $30.  In  June,  they  released  the  Zagat  Mt 
ketPlace  Survey  covering  upscale  groceries  in  New  York  Ci 
and  prototype  of  a  London  restaurant  survey  has  been  p: 
pared.  But  the  volume  bound  to  have  widest  appeal  is  still 
the  works:  a  national  survey  of  fast-food  eateries.  Let's  see 
they  get  chef  and  food  writer  Craig  Claiborne  to  contribute 
that  one. 

By  Sunita  Wadekar-Bhargava  in  New  Ya 


KRISTIN  DEMETRIOU:  RIDING  OUT 
BERGEN  LINE'S  STORMY  SEAS 


Kristin  Demetriou,  presi- 
dent of  cruise  operator 
Bergen  Line  Inc.,  doesn't 
mind  commuting  to  New 
York — even  if  it  is  from 
Nashville,  where  her  husband 
works.  Says  Demetriou,  42: 
"That's  the  compromise  I 
make  to  have  what  I  want.  I 
love  my  work." 

The  feeling  is  no  doubt  mu- 
tual. Bergen  Line,  which 
owns  11  ships  that  cruise 
along  the  Norwegian  coast 
and  books  passage  on  17  oth- 
ers, had  been  profitable  since 
it  opened  in  1938.  But  mis- 
management pushed  it  into 
rough  waters  in  1987  and  1988.  Recruited  in  October,  19? 
Demetriou  turned  things  around.  Now,  she's  changing  the  ol 
fashioned  line  into  a  modern  marketer:  Through  stepped-i 
advertising  and  joint  promotions  with  tour  operators  and  tra 
el  agents,  she  helped  increase  traffic  by  15%  this  year  in 
market  weak  from  recession.  Sales  topped  $10  million  in  199 
For  Demetriou,  a  native  Norwegian  and  Columbia  Univen 
ty  graduate,  the  job  completes  a  circle.  She  started  at  Berg< 
in  1975.  She  went  on  to  rivals  Bahama  Cruise  Line  and  Roy 
Viking  Line.  When  her  husband  became  chief  of  surgery  at 
Nashville  hospital  in  1986,  she  opened  a  travel  agency  ther 
Until  she  heard  from  Bergen,  which  is  owned  by  Norwegi. 
companies  TFDS  and  OVDS.  Demetriou  plans  to  add  two  shit 
And  she  is  exploring  opportunities  around  the  globe,  thorn 
she  won't  say  where.  "We  have  enormous  plans,"  she  say 
Enormous  enough  to  make  that  commute  worthwhile. 

By  Heather  Keets  in  New  Yo 
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Rsople  or  beans? 


There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  mamtaining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 

Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 
And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 


orts  Business 


I  OOTBALLI 


IE  DOLPHINS 

EVER  PLAYED  THIS  ROUGH 


Robbie's  family  is  in  a  nasty  feud  over  the  team  and  stadium 

November,  1989,  two  months  be- 
I  >re  his  death,  Joe  Robbie,  owner  of 
I  le  Miami  Dolphins,  moved  to  keep 


1  National  Football  League  team  in 
All  iobbie  family  "for  at  least  the  next 

[m  ration."  He  established  a  trust 
yj  e  primary  asset  was  two  partner- 

,  m  that  together  owned  an  88%  stake 
ni  e  Dolphins.  When  Robbie  died  on 
d  7,  1990,  at  the  age  of  73,  his  fam- 
n  control  of  the  club  seemed  secure. 

'1  t  now,  the  family  is  locked  in  a  feud 
hi  pits  three  of  Robbie's  nine  children 
id  ist  six  siblings  and  their  mother, 
I  beth.  The  dispute  could  force  the 
I  of  a  sizable  share  of  the  Dolphins, 
I  Df  the  most  valuable  franchises 

1]  s. 

iEt  5  OF  DISCORD.  The  structure 
i  e  trust  and  the  rest  of  the 
is  e  made  conflict  all  but 

■  i  table,  say  sources  close 
»  e  family.  Joe  Robbie 
■fid  three  of  his  off- 
id  g — Janet  Lee,  44, 
ril  36,  and  Dan,  30— 
a\  Iminister  the  trust. 
I  m  de  also  appointed 
M    to  the  five-person 
M  d    of   Miami  Sports 

■  .,  the  family-owned  compa- 

■  iat  at  the  time  owned  the  re- 
)m  ing  12%  of  the  team  and  100%  of  its 
iti  urn,  named  for  Joe  Robbie.  "We 

■  put  in  a  difficult  situation  by  our 
fal  :r,"  says  Dan  Robbie,  "and  we've 
id  the  best  job  we  could." 

e  of  the  first  actions  the  trio  took 
'if I    their  father's  death  was  to 
pa  of  the  team  and 
ta  stadium  to  Block- 
fbi  ;r  Video  Chairman 
ilVayne  Huizenga.  ■ 
Icj  Robbie  had  earlier  '' 
W  ssed  with  him  a 
I  al  sale  to  help  pay 

■  i  $90  million  in  con- 
si  .tion  debt.  But  talks 
ha  broken  off  because 
HI  enga  refused  to  be  a 
iffl  rity  partner,  and  Rob- 
m  wouldn't  sell  more  than 


reopened  talks  with  Huizenga.  In  Febru- 
ary, they  presented  the  family  with  a 
plan  in  which  Huizenga  would  buy  50% 
of  the  stadium  and  15%  of  the  Dolphins. 
The  rest  of  the  family  argued  against 
acting  until  they  knew  more  about  the 
stadium's  value  and  alternatives  to  the 
sale. 

On  Mar.  5,  Dan,  Tim,  and  Janet  over- 
rode the  objections  and  approved  a  deal 
in  which  Huizenga  paid  $12  million  for 

HAPPIER  TIMES:  JANET  AND  DAN  ROBBIE 
WITH  THEIR  MOTHER,  ELIZABETH 


seJ 


the  Dolphins  stake  and  $5  million  for 
half  the  stadium.  He  also  agreed  to  fi- 
nance stadium  renovations  and  improve- 
ments to  the  surrounding  property. 

To  Elizabeth  Robbie  and  her  allies  in 
the  family,  the  deal  seemed  too  hasty.  "I 


THE  SPOILS  IN  JOE  ROBBIE'S  ESTATE 


Asset                                                     Value  as  of  Jan.  7,  1 990 

63%  direct  interest  in  the  Miami  Dolphins 

$42,545,560 

100%  of  South  Florida  Sports,  owner 

of  25%  of  the  Dolphins 

20,341,079 

3.5%  of  Miami  Sports,  owner  of  12%  of  the 

Dolphins  and  100%  of  Joe  Robbie  Stadium* 

509,048 

Other  assets  . 

7,425,332 

TOTAL  ASSETS 

$70,821,019 

ortly  after  Robbie's 
i,  Dan,  Tim,  and  Janet 


'In  March,  1990,  Wayne  Huizenga  bought  50%  of  stadium  and  15%  of  team 
DATA:  U.S.  ESTATE  TAX  RETURN 


don't  know  what  the  panic  was,"  says 
Robbie  daughter  Deborah  R.  Olson,  39. 
"We  were  given  no  time  to  evaluate  the 
market  value  of  the  stadium."  Olson  and 
another  sister,  Diane  E.  Feinholz,  48,  say 
they  and  other  family  members  don't 
blame  Huizenga.  "I  do  have  a  problem 
with  my  own  family  running  roughshod 
over  my  rights,"  Feinholz  says. 

More  trouble  was  to  come.  In  July, 
1990,  Tim,  Dan,  and  Janet  dismissed 
their  older  brother,  J.  Michael  Robbie, 
from  his  post  as  Dolphins  executive  vice- 
president.  Elizabeth  Robbie  publicly  de- 
plored the  firing,  the  deal  with  Hui- 
zenga, and  the  corrosive  effect  of  the 
trustees'  actions.  The  three  trustees 
won't  respond  specifically  to  the  criti- 
cism, but  Janet  says:  "We've  done  the 
best  job  we  could  in  the  interests  of  our 
mother,  brothers,  and  sisters." 

In  March,  1991,  Elizabeth  Robbie 
dropped  a  bombshell.  Rather  than  leave 
her  interests  in  the  control  of  the  three 
trustees,  Elizabeth  elected  to  seek  the 
30%'  of  her  husband's  $70  million  estate 
(table)  due  her  under  Florida  law.  In 
September,  the  trustees  asked  for  a 
delay  in  providing  her  share. 
Their  main  concern:  The 
trust  was  set  up  to  defer 
estate  taxes  until  Eliza- 
beth Robbie's  death.  If 
her  request  were  granted 
and  she  ceased  to  receive 
the  trust's  income,  "in  ex- 
cess of  $25  million  in  estate 
taxes  plus  interest  would  be 
due  and  payable"  by  the  estate, 
lawyers  for  Dan,  Tim,  and  Janet 
said.  And  that  could  mean  selling 
part  of  the  Dolphins. 
•not  greedy.'  Elizabeth  Robbie's  attor- 
neys dispute  the  trustees'  reading  of  tax 
law.  Her  lawyer,  Dan  Paul,  says  she 
doesn't  want  to  trigger  the  sale  of  the 
team:  "She's  not  greedy,  she  lives  very 
simply.  It's  a  question  of  being  able  to 
control  some  part  of  her  inheritance." 

Friends  and  associates  of  the  Robbies 
wish  all  the  trouble  would  just  go  away. 

"I  hope  the  family  can 
work  this  out,"  says 
Huizenga,  who  adds 
that  his  relations  with 
both  sides  are  good.  A 
reconciliation  isn't  im- 
possible, Feinholz  says, 
but  it  would  be  difficult. 
"This  is  not  just  about 
business  matters,"  she 
says.  "It's  about  the  way 
people  have  been  treated." 
Clearly,  the  best-laid  estate 
plans  of  Joe  Robbie  have 
gone  horribly  awry. 
By  Gail  DeGeorge  in  Miami 
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At  Northwestern  Uni- 
versity's Allen  Center,  a 
chef  in  whites  and  a 
toque  whips  up  omelets 
to  order.  The  executive 
dining  room  at  the  Uni- 
ity  of  Michigan  dishes  out  double- 
■late  cheesecake  with  steaming  cap- 
10  and  espresso.  At  Wharton 
waitresses  wheel  carts  of  midday 
tre.       freshly  baked  cookies  in  silver 
trays      white  linen — down  the  hallways 
i  utside  i     lern  classrooms. 

Welcome  to  the  world  of  executive 


education.  For  the  tens  of  thousands  of 
managers  who  yearn  to  join  the  next 
generation  of  CEOs  and  presidents,  it's 
part  country  club,  sure.  But  it's  also  part 
boot  camp:  study  groups  that  meet  into 
the  early  morning,  classes  that  start  at  8 
a.m.  sharp,  and  the  throat-constricting 
challenge  of  making  a  presentation  be- 
fore a  room  of  unfamiliar  faces. 

It's  also  expensive.  Of  the  $12  billion 
spent  annually  on  all  executive  develop- 
ment, slightly  more  than  25%  goes  to  the 
business  schools.  The  recession  has 
slowed  business  somewhat,  but  execu- 


tive education  has  still  become  tl 
newest  B-school  boom.  Duke  Univer: 
ty's  J.  B.  Fuqua  School  of  Business  hi 
seen  its  exec-ed  revenues  jump  by  333', 
to  nearly  $8  million,  since  1986.  Whartc 
has  already  tripled  its  exec-ed  revenue 
to  $16  million  this  year,  from  only 
million  five  years  ago.  Even  schools  wit 
merely  regional  reputations  have  mai 
aged  to  climb  aboard  the  exec-ed  e: 
press.  This  year,  the  University  of  Tei 
nessee's  B-school  will  book  more  than  $  j 
million  in  revenues,  up  from  onl 
$703,000  in  1981. 
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1  WITH  ALUMS:  VIRGINIA'S  DARDEN  SCHOOL  HAS  AN  EIGHT-MEMBER  FACULTY  WHOSE  ONLY  JOB  IS  TO  WORK  WITH  EXECUTIVES 


I  Vith  all  the  money  they're  spending, 
vever,  more  and  more  corporations 
!  asking  tougher  questions  about 
I  at  they  get  in  return.  Companies  ex- 
i  :t  that  their  student-executives  will  be 
j  eped  in  leading-edge  thinking  they 
j  1  later  use  to  solve  the  real-life  prob- 
is  confronting  U.  S.  business.  What 
sy're  often  getting  instead  is  classes 
■  it  offer  mere  overviews  of  disciplines 
:h  as  marketing,  taught  by  narrowly 
lined  academicians. 

Disenchanted,  companies  are  trying 
w  approaches.  Many  are  forging  part- 
rships  to  design  customized  programs 
conjunction  with  schools  eager  to 
;et  their  needs.  And  some  have  even 
ted  to  abandon  the  groves  of  academe, 
d  are  instead  bringing  more  executive 
velopment  in-house. 
imson  erosion.  When  they  do  spend 
I  bucks  to  send  managers  back  to 
hool,  companies  want  to  know  where 
ey'll  get  the  greatest  return.  BUSINESS 
eek's  first-ever  survey  of  executive- 
ucation  programs  points  to  the  Uni- 
irsity  of  Michigan's  School  of  Business 
Ann  Arbor.  Michigan  captured  the 
o.  1  spot  in  BWs  rankings  by  emerg- 
g  as  the  favorite  of  corporations  and 
[  garnering  the  third-best  grades  from 
:ecutives  who  have  attended  its  pro- 
is  *ams.  There  were  other  surprises,  too. 
any  of  the  traditional  elite  B-schools, 
ich  as  Harvard,  Wharton,  Columbia, 


and  MIT,  failed  to  make  the  top  five. 
Instead,  Virginia  (2),  Northwestern  (3), 
Duke  (4),  and  Stanford  (5)  rose  into  the 
top  tier  (table,  page  104). 

Indeed,  the  fastest-growing  schools 
aren't  the  traditional  citadels  of  execu- 
tive education,  but  a  more  aggressive 
and  nimble  group.  For  years,  Harvard 
business  school  stood  virtually  alone  in 
its  commitment  to  exec  ed.  Only  five 
years  ago,  more  than  13%  of  all  the  man- 
agers attending  programs  at  BUSINESS 
week's  Top  20  schools  went  to  Harvard. 
As  other  B-schools  have  come  to  believe 
that  a  presence  in  exec  ed  is  key  to  their 
reputations,  Harvard's  market  share  has 
plummeted  to  just  5%. 

Like  BWs  previous  rankings  of  MBA 
programs,  this  study  determined  the 
best  schools  in  executive  education  by 
surveying  both  participants  and  corpora- 
tions (page  114).  In  effect,  the  survey 
measures  how  well  the  schools  are  serv- 
ing two  key  markets:  student-executives 
and  the  companies  that  foot  the  bill.  The 
participant  poll  was  mailed  to  3,546  man- 
agers who  attended  the  flagship  pro- 
grams of  26  top  schools.  A  total  of  1,567 
responded.  The  poll  of  corporations  was 
sent  to  officers  in  charge  of  manage- 
ment development.  Some  144  companies 
out  of  346  replied.  Both  results  were 
then  combined  to  create  an  overall  rank- 
ing of  the  best  of  the  roughly  150 
schools  offering  exec-ed  programs. 


In  addition  to  this  survey  of  non- 
degree  programs,  BUSINESS  WEEK  also 
conducted  a  separate  study  of  schools 
offering  longer,  weekend  programs  that 
lead  to  an  MBA  (page  109).  Typically, 
companies  pay  the  freight  for  these  two- 
year  MBA  programs  for  experienced  ex- 
ecutives. Northwestern's  Kellogg  school 
was  awarded  top  honors  in  that  survey. 
'big-impact  ideas.'  In  this  survey  of  the 
briefer  exec-ed  programs,  though,  Michi- 
gan won  first  prize,  thanks  to  its  empha- 
sis on  providing  new  ideas  to  busy  exec- 
utives in  many  of  its  47  programs. 
"These  people  work  their  tails  off,  and 
they  want  results,"  says  F.  Brian  Talbot, 
a  professor  who  directs  Michigan's  two- 
week  manufacturing  course.  "They  hope 
to  take  away  one  or  two  big-impact 
ideas.  And  that's  what  we  deliver." 

In  the  school's  four-week  general 
management  program,  the  core  faculty 
uses  its  experience  in  real-world  consult- 
ing to  make  academic  theory  more  rele- 
vant. C.  K.  Prahalad,  Michigan's  guru  on 
global  competition,  has  consulted  with 
such  companies  as  AT&T,  Eastman  Ko- 
dak, and  Philips.  "In  class,  I  try  to  per- 
sonalize lessons  from  my  consulting  ex- 
periences," says  Prahalad.  "The  long- 
term  scorecard  for  me  is  not  how  well 
we  are  rated  in  the  classroom,  but 
whether  we're  having  an  impact  on 
changing  the  way  companies  compete." 

Of  all  the  flagship  programs,  howev- 
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er,  Virginia's  general  management  expe- 
rience got  the  best  reviews  from  partici- 
pants. The  program  is  staffed  by  an 
eight-member  faculty  team  whose  only 
assignment  is  to  work  with  the  execu- 
tives, from  the  initial  weekend  of  out- 
door team-building  exercises  to  gradua- 
tion six  weeks  later.  "The  faculty 
commitment  is  to  exercise  with  them, 
have  dinner  with  them,  and  to  sit  in  on 
classes  they  don't  teach,"  says  John  W. 
Rosenblum,  Darden  School  dean. 

Most  alums  offered  upbeat  appraisals 
of  exec-ed  programs  in  general.  Asked 
to  rate  the  return  on  time  and  money 
invested  from  zero  to  1007',  their  re- 
sponses averaged  81%.  But  there  was  no 
shortage  of  complaints — many  of  them 
reminiscent  of  those  voiced  by  MBA  stu- 
dents in  BWs  earlier  surveys.  Some 
managers  were  surprised  by  the  incon- 
sistent teaching  quality  at  the  world's 
most  prestigious  universities.  They 
griped  about  having  to  debate  dated 
case  studies  from  the  1970s,  which  they 
deemed  of  little  relevance  in  today's 
world.  Some  complained  that  cases  they 
studied  nearly  20  years  earlier  as  MBA 
students  were  still  being  taught. 
OUTRAGE.  Women  and  minorities  were 
often  shocked  to  find  themselves  in 
classrooms  that  looked  like  the  virtually 
all-male,  all-white  MBA  classes  of  the 
1950s — with  the  exception  of  more  for- 
eign participants.  At  Stanford,  for  exam- 
ple, only  3%  of  about  180  executives  in 
its  recent  eight-week  program  were  fe- 
male. "We've  been  beating  our  heads, 
trying  to  get  more  women  in  programs," 
says  James  E.  Howell,  director  of  execu- 
tive education  at  Stanford.  "We  are  nei- 
ther the  cause  nor  the  cure." 

If  students  had  some  complaints,  the 
companies  that  foot  the  bill  often  seem 
downright  angry  at  what  they're  getting 
in  return.  Corporate  officers  charged 
with  nurturing  and  developing  executive 
talent  are  among  the  toughest  critics  of 
the  B-schools.  "They're  just  too  bureau- 
cratic and  too  slow,"  believes  James 
Baughman,  who  runs  General  Electric 
Co.'s  highly  regarded  Management  De- 
velopment Institute.  "The  programs  are 
too  long.  They're  not  flexible  enough. 
They're  too  expensive,  and  they  lack  ac- 
tion learning,"  in  which  executives  in 
teams  work  on  real-world  problems  to 
come  up  with  real-world  solutions. 
Such  outrage  over  expense  is  a  com- 

non  refrain  among  corporate  customers, 
complain  that  B-school  programs  of- 
ary  little  from  year  to  year  and 

ha  little  relevance  on  the  job.  "We're 
talk  i  •  about  tens  of  thousands  of  dol- 
lars foi  i  few  days  of  experience,"  says 
an  i  1  from  a  major  user  of  B-school 
programs  "I  feel  a  righteous  indigna- 
tion to  expect  high  quality." 


Most  management-development  execu- 
tives are  so  indignant  that  they  have 
grown  skeptical  of  B-schools'  motives 
for  offering  exec  ed.  Some  63%  believe 
the  schools  are  aggressively  pursuing 
executive  education  simply  to  increase 
their  revenues,  rather  than  viewing  it  as 
key  to  their  educational  mission.  Slightly 
more  than  half  think  the  courses  are  too 
theoretical.  "Unless  the  schools  become 
more  astute,  they'll  miss  a  major  oppor- 
tunity to  help  American  business,"  says 
Ronald  P.  Carter,  director  of  executive 
development  at  Merck  &  Co.  "It's  a 
shame,  not  to  mention  that  many  of  us 


THE  TOP  20  FOR 
NONDEGREE  STUDY 


H 


Want  to  bone  up  on 
the  latest  in  marketing 
or  operations?  Need 
help  in  making  the 
transition  to  general 
management  after 
years  in  finance?  Or  simply  want  the 
newest  thinking  on  global  competi- 
tion? BUSINESS  WEEK'S  ranking  of  B- 
school  programs  for  executives  sheds 
some  light  on  where  to  go. 

The  programs  range  from  two-day 
seminars  on  such  topics  as  customer 
satisfaction  to  11-week-long  sessions 
on  general  management.  To  create  the 
guide,  we  asked  the  opinions  of  execu- 
tives who  had  attended  programs  at  26 
top  business  schools,  and  of  corporate 
customers  of  university-based  execu- 
tive-education programs. 

A  glimpse  at  the  table  shows  that 
Harvard  business  school,  with  $26.8 
million  in  annual  revenues,  boasts  the 
biggest  business  in  executive  educa- 
tion. But  several  of  its  competitors, 
such  as  Michigan,  Wharton,  Duke, 
and  France's  INSEADl  have  gained  con- 
siderable ground  in  the  past  five 
years — not  only  in  revenues  but  also 
in  prestige. 

The  report-card  grades  measure  the 
schools  by  specific  categories  in  both 
the  surveys.  To  judge  "payback,"  for 
example,  we  asked  executives  four 
key  questions:  Was  the  program 
worth  the  time  and  cost?  Was  it  imme- 
diately useful  mi  tin'  job?  Would  It 
help  in  their  long-term  development? 
Could  they  shoulder  greater  responsi- 
bility as  a  result  of  the  experience? 

The  top  20%  of  schools  in  each  cate- 
gory received  As.  The  next  25%  got 
Bs,  and  the  next  30%  Cs.  The  remain- 
ing schools  got  Ds.  For  more  detail  on 
the  ranking  process,  see  page  114. 


are  sending  them  large  checks,  so  w 
reinforcing  the  process." 

American  businesses  have  been 
ing  those  checks  in  earnest  since 
1950s,  when  companies  felt  a  sud 
need  to  turn  functional  specialists 
general  managers.  For  decades,  i 
advanced  management  programs 
fered  up  little  more  than  a  "great 
hits"  selection  of  lectures  and  deb; 
from  the  full-time  MBA  programs,  an 
multiweek  sojourn  in  a  top  program 
as  much  a  reward  as  it  was  an  exer< 
in  real  development.  "Executive  edi 
tion  used  to  be  viewed  as  a  cookie 
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rank  School 


Participants'  Corporate 
poll  poll 


rank 


1  MICHIGAN 

Ann  Arbor 


2  VIRGINIA  1 

(Darden)  Charlottesville 


3  NORTHWESTERN 

(Kellogg)  Evanston, 


4  DUKE 

(Fuqua)  Durham,  N.C. 


5  STANFORD 

Stanford,  Calif. 


6  HARVARD 

Boston 


13 


7  PENNSYLVANIA  11 

(Wharton)  Philadelphia 


8  COLUMBIA 

New  York 


17 


9  INSEAD  22 

Fontainebleau,  France 


10  NORTH  CAROLINA 

Chapel  Hill 


11   PENN  STATE  16 

(Smeal)  University  Park 


12  MIT 

(Sloan)  Cambridge 


15 


13  TENNESSEE 

Knoxville 


10 


14  UCLA  6 

(Anderson)  Los  Angeles 


15  CARNEGIE  MELLON 

Pittsburgh 


16  DARTMOUTH 

(Tuck)  Hanover,  N.H. 


12 


17  CORNELL  If 

(Johnson)  Ithaca,  N.Y. 


18  BABSON 

Babson  Park,  Mass. 


14 


19  SOUTHERH  METHODIST  8 

(Cox)  Dallas 


20  INDIANA 

Bloomington 


19 


rank 


16 


10 


11 


14 


21 


22 


13 


19 


23 


15 
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1  performance,"  says  Douglas  A. 
1  y,  director  of  the  International  Con- 
1  am  for  Executive  Development  Re- 
|  'h  in  Lexington,  Mass.  "Now,  com- 
i 's  demand  more  relevance.  They're 
K  ig:  'If  I'm  going  to  send  $200,000  of 
I  >rate  property  away  for  several 
1  s,  I  want  to  see  a  payback.'  " 
«  ir  enough.  But  it's  hard  to  measure 
I  ntangible  rewards  of  most  general 
1  igement  programs.  Managers  go 
1  or  up  to  11  weeks,  as  in  the  case  of 
I  'ard's  Advanced  Management  Pro- 
1  \,  and  meet  dozens  of  executives 
1 .  different  companies  all  over  the 
1  d.  While  it's  clearly  a  broadening 
rience,  there's  seldom  an  immediate, 

quantifiable  payoff  for  a  corporation. 

The  schools  lay  some  of  the  blame  on 
the  companies  themselves.  "When  man- 
agers get  back  to  their  jobs,  they  face  a 
desk  piled  with  mail  and  demands  from 
their  bosses,  and  they  have  no  time  to 
exercise  anything  they've  learned,"  says 
Margaret  Fisher,  who  heads  the  Office 
of  Executive  Programs  at  Boston  Uni- 
versity. "Many  times,  their  bosses  don't 
even  know  why  they've  gone." 

Deans  urge  managers  to  sit  down 
with  their  supervisors  to  discuss  objec- 
tives before  going  off  on  programs. 
When  Pennsylvania  State  University 
surveyed  its  student-executives,  fewer 
than  three  out  of  10  said  they  had  been 

properly  briefed  before  being  sent  to  its 
programs — although  the  companies  said 
that  more  than  807'  had  been.  "A  lot  of 
participants  arrive  not  quite  knowing 
what's  going  on,"  says  Albert  A.  Vis- 
cere,  Penn  State's  assistant  dean  for  ex- 
ecutive education.  "They  think:  'It's 
gotta  be  good  because  I'm  going  away 
for  a  while  and  it  costs  some  money,' 
but  they  don't  know  what  they're  sup- 
posed to  get  out  of  it." 

For  their  part,  companies  gripe  that 
most  programs  rarely  lead  directly  to 
results  on  the  job.  That's  why  several 
major  corporations,  such  as  GE  and  Mo- 
torola Inc.,  have  extensive  classrooms  of 
their  own.  Some  6,000  managers  attend 

•'poioli 
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nil 

I  1990-91 
articiponts 

Highlights 

Schools'  programs  graded  by  companies 

General  mgt.       Functional  Custom 
courses           courses  courses 

Schools  graded  by  participants 

Teaching    Curriculum  Payback 

J 
II 

5,529 

Topi  in  human  resources  programs;  has  done  custom  courses  for 
Ford  Motor,  Deutsche  Bank,  Upjohn,  and  General  Electric 

A 

A 

A 

A 

A 

A 

J 
I 

1,750 

No.  1  in  quality  of  teaching;  wins  kudos  for  leadership  programs; 
largest  users  include  AT&T,  IBM,  and  Philip  Morris 

A 

A 

C 

A  . 

A  + 

A 

il 
/  ■ 

3,000 

Deans  say  it's  No.  1  in  exec  ed;  renowned  for  marketing  and  trans- 
portation programs;  plans  to  hike  executive  capacity  by  50% 

A 

A 

B 

A 

B 

A 

1 1 
41 

2,500 

Fastest-growing  newcomer,  with  $15  million  center;  best  in  custom 
jobs  for  companies  such  as  Johnson  &  Johnson,  Eli  Lilly,  and  Ford 

B 

c 

A  + 

B 

B 

c 

■  t 

1 

640 

Finance  program  rates  stellar  reviews;  customers  include  Hewlett- 
Packard,  Monsanto,  and  AT&T 

A 

B 

NA 

B 

B 

A 

.  1 

1,900 

Companies  rate  it  best  in  general  management;  many  grouse  that 
its  1 1-week  flagship  program  is  too  long 

A  + 

B 

NA 

C 

c 

B 

Q  [ 

4,700 

Aggressive  B-school  with  plush  $25  million  facility;  top  programs  in 
finance;  big  users  include  Digital  Equipment  and  Nynex 

B 

A  + 

C 

c 

B 

B 

k  1 
.  | 

1,126 

Companies  laud  marketing  and  strategy  programs;  gracious  Arden 
House  makes  stay  an  isolated  retreat 

B 

A 

B 

c 

c 

c 

f 

2,700 

Global  focus  helped  only  non-U. S.  school  on  list  gain  No.  2  ranking 
from  companies,  but  teaching  quality  is  not  in  the  big  leagues 

B 

B 

A 

D 

D 

D 

U  1 
10  ■ 

1,706 

Execs  rate  payback  of  program  highest  here,  yet  programs  lack 
broad  support  in  corporate  world 

c 

D 

D 

A 

c 

A  + 

1,034 

Offers  broad  range  of  21  programs;  limits  class  size  to  35  execs; 
among  top  users  are  AT&T  and  General  Motors 

B 

c 

c 

c 

c 

c 

1 

674 

Pioneered  executive  education  in  1931  with  1 2-month-long  Sloan 
Fellows  program;  gets  best  marks  for  technology  courses 

B 

B 

NA 

C 

B 

B 

1 J  1 
1 

1,600 

Only  B-school  to  carve  out  niche  in  quality  movement,  with  support 
from  Procter  &  Gamble,  Campbell  Soup 

D 

C 

D 

B 

B 

B 

f 

1,300 

Surprisingly  poor  showing  in  corporate  poll  for  a  well-known 
school,  which  runs  34  programs  for  executives  a  year 

D 

D 

D 

B 

B 

B 

/  I 

310 

Concentrates  efforts  on  only  four  programs;  largest  customers 
include  U.S.  Navy,  Boeing,  and  Digital  Equipment 

C 

NA 

D 

B 

B 

B 

G  1 
°  1 

264 

Smallest  player  in  ranking,  with  six  programs;  BP  America,  Xerox, 
and  Merck  support  innovative  program  for  minority  execs 

B 

C 

NA 

B 

A 

C 

1 

1 

350 

Companies  rate  human-resources  and  labor-relations  programs 
highly;  has  created  custom  courses  for  IBM  and  World  Bank 

C 

B 

B 

C 

C 

D 

y  ■ 

893 

Originated  consortium  idea  with  sponsors  AT&T,  Digital  Equipment, 
and  North  American  Philips;  Sony  is  newest  custom  client 

C 

B 

B 

B 

C 

C 

I 

3,603 

Can't  beat  its  programs  for  energy-industry  execs;  among  major 
users  are  Arco,  Amoco,  Enron,  and  Unocal 

C 

B 

C 

B 

A 

B 

510 

Launching  new  global  "partnership"  program  similar  to  U.S. 
version  that  put  school  on  the  exec  ed  map 

C 

D 

B 

D 

C 

C 

nil 
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GE's  Crotonville  training  center  in  Ossi- 
ning,  N.  Y.,  each  year,  while  an  addition- 
al 6,000  are  put  through  company-spon- 
sored programs  around  the  world.  "If 
you  send  someone  off  to  a  B-school,  the 
environmental  segment  of  a  program 
might  focus  on  global  warming  only  be- 
cause that  faculty  member  is  interested 
in  it,"  says  GE's  Baughman.  "But  we  can 
get  into  how  we  should  evaluate  and 
remediate  real  environmental  issues.  We 
bring  it  down  to  application,  not  just 
environmental  appreciation." 
custom  work.  In  search  of  greater  rel- 
evance, a  growing  number  of  companies 
are  also  collaborating  with  the  business 
schools  to  create  custom  programs — 
which  are  growing  at  a  25%  clip  a  year. 
Harvard,  Stanford,  and  MIT  have  de- 
clined to  customize  their  offerings,  citing 
the  drain  on  resources  and  the  possible 
blurring  of  the  line  between  education 
and  consulting.  But  half  of  Wharton's 


$16  million  business  in  executive  educa- 
tion now  comes  from  such  work.  "Cus- 
tom courses  are  very  demanding,"  says 
Thomas  P.  ( lerrity,  dean  of  Wharton,  "I 
can  understand  why  some  schools  stay 
away  from  them.  But  they're  a  very  im- 
portant dialogue  with  companies." 

Consider  the  relationship  between 
Duke  and  Johnson  &  Johnson.  Wanting 
to  avoid  the  fate  of  other  U.S.  compa- 
nies hurt  by  foreign  rivals,  J&J  in  1988 
took  the  first  steps  toward  a  corporate 
goal  of  becoming  a  "world-class  competi- 
tor." Senior  management  wanted  all  ex- 
ecutives to  be  more  aware  of  customer 
needs  and  of  how  j&j's  operations 
stacked  up  against  the  competition's. 
For  six  months,  a  Duke  professor  inter- 
viewed presidents,  vice-presidents,  and 
plant  managers  at  11  J&J  companies.  The 
views  of  hourly  workers  were  solicited 
in  focus  groups,  and  J&J's  top  200  execu- 
tives identified  key  issues  via  written 


surveys.  The  results  were  used  to  cr 
an  intensive  one-week  curriculum 
world-class  manufacturing  at  a  cos 
$2,700  per  student-executive. 

Beginning  in  mid-1989,  groups  of  4 
more  J&J  managers  from  specific  ope 
ing  companies  began  arriving  at  Du 
newly  opened  $15  million  R.  De 
Thomas  Center  in  Durham,  N.  C.  A 
hearing  the  latest  thinking  on  jus 
time  techniques  and  benchmarking,  t  - 
broke  into  teams  to  develop  "ac 
plans"  for  presentation.  By  week's 
each  team  left  with  a  plan  to  implem 
back  on  the  job.  One  unit  reported  re( 
ing  inventory  levels  by  43%.  Another 
unit  cut  production  cycles  in  half, 
Besides  real-world  practicality 
programs  offer  privacy  to  debate  pro 
etary  issues.  "One  of  the  good  thi 
about  a  custom  program  is  that  you 
take  your  gloves  off  and  you  can  b 
your  soul,"  says  Allen  C.  Anderson 
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'WE  DO  REAL  COMPANY  PROBLEMS,  NOT  HARVARD  CASE  STUDIES 
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In  halting  English,  Ta- 
mio  Mori  is  trying  to 
sell  a  small  group  of 
American  and  Europe- 
an executives  on  his 
team's  strategy  to  en- 
ter the  Indian  market.  The  idea:  to  pro- 
duce and  sell  electric-powered  motor- 
bikes to  the  masses  in  India  who  can't 
afford  cars. 

"You  can't  be  serious,"  laughs  one 
skeptic,  reminding  the  Hitachi  Ltd.  ex- 
ecutive of  India's  daily  power  black- 
outs and  high  electricity  costs.  "That's 
a  long  shot,"  heckles  another.  Un- 
daunted, Mori  presses  ahead.  "It 
will  take  a  few  years  for  the  costs  to 
go  down,"  he  says  with  a 
smile.  "But  we  must  plan 
for  the  next  generation  of 
technology." 

That  scene  was  recently 
played  out  in  the  University 
of  Michigan's  Global  Lead- 
ership Program,  one  of  sev- 
eral courses  singled  out  by 
companies  and  deans  in 
BUSINESS  WEEK  surveys  as 
imong  the  most  innovative 
nd  creative  approaches  to 
icecutive  education.  The 
;  i  ghest  scores  went  to  a  di- 
:  rse  array  of  programs — 
m  the  Wharton  School's 
:!l-new,  $33,000  Interna- 
il  Forum  for  the  world's 
rate  elite,  to  the  Dart- 
h   B-school's  $2,150 
craoh    me-week  manage- 


ment course  for  minority  entrepre- 
neurs. The  University  of  Tennessee 
makes  the  list  by  virtue  of  the  niche  it 
has  carved  out  in  quality. 
biggest  gripe.  Not  many  B-school  pro- 
grams even  got  on  the  board,  however. 
As  one  executive  who  responded  to 
BUSINESS  week's  survey  said,  "innova- 
tion and  creativity  are  not  terms  I 
would  use  to  describe  any  of  the  pro- 
grams." That  assessment  may  be  a  bit 
harsh.  There's  plenty  of  experimenta- 
tion going  on  as  business  schools  try  to 
address  the  biggest  gripe  of  corporate 
clients:  that  executive  education  rarely 
provides  immediate  benefits. 

Boston  University's  Leadership  Insti- 


kt  and 
I 

to! 


SOME  CREATIVE  APPROACHES  TO  EXEC  ED 


School 

Program 

Description 

Tuition 

MICHIGAN 

Global 

teadership 

Program 

Five-week  exercise 
building  multicultural 
teams 

$30,000 

TENNESSEE 

Senior 

Executive 

Institute 

One-week  quality 
program  on  delivering 
customer  value 

3,500 

WHARTON 

International 
Forum 

Trio  of  elite  four-day 
seminars  in  U.S.,  Japan, 
Belgium 

33,000 

BOSTON  U. 

The 

Leadership 
Institute 

Pair  of  two-week 
exercises  to  develop 
workable  action  plan 

13,500 

DARTMOUTH 

Minority 
Business 
Program 

Week-long  crash  course 
in  management  for 
minority  entrepreneurs 

2,150 

DATA  BW  SURVEYS  OF  COMPANIES  AND  PROGRAM  DIRECTORS- 
EXCLUDES  FLAGSHIP  MANAGEMENT  PROGRAMS 


tute,  for  example,  garnered  rave 
views  for  its  real-world  practicality 
Launched  in  1989  after  focus  grou 
with  potential  customers,  the  prograi 
quickly  won  support  from  such  bi  ■ 
names  as  American  Telephone  &  Tel 
graph  Co.  and  Digital  Equipment  Corj 
Each  manager  arrives  with  a  specifi 
"strategy  execution  challenge"  that 
or  she  works  on  during  a  pair  of  tw< 
week  sessions  over  the  summer. 
Federal  Express  Corp.  manager's  cha 
lenge  was  to  create  a  new  division  i 
Australia.  A  Bell  of  Pennsylvania  exe( 
utive  had  to  go  through  a  downsizinj 
of  operations.  Each  manager  is  paire' 
with  a  faculty  mentor  who  acts  as 

consultant  on  the  actioi  ... 
plan.  The  Boston  progran  „ 
mainly  attracts  midlevel  ex  mK 
ecutives  who  are  in  thei 
late  30s  and  early  40s 

No  B-school  progran 
draws  as  high-powered 
group  of  executives 
Wharton's  International  Fo 
rum,  now  in  its  third  year 
Some  30  business  leaders,  £ ;, 
third  each  from  Europe 
Asia,  and  the  U.  S.,  engage 
in  a  trio  of  four-day  semi- 
nars over  a  span  of  eight 
months.  The  sessions  on 
global  issues  travel  from 
Wharton's  campus  in  Phila- 
delphia to  Brugge,  Belgium 
and  then  to  Kyoto,  Japan. 
The  program's  steep  cost 
equals  the  price  of  its  two- 
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/ice-president.  "You  know  that  what 
say  will  stay  in  the  room." 
le  program's  success  led  to  seven 
r  initiatives  with  Duke,  including 
e  more  one-week  programs  on  such 
gs  as  "total  employee  involvement" 
"world-class  supplier  partnerships," 
three  other  seminars  and  work- 
is.  In  the  two  years  since  the  first 
ip  descended  on  Duke,  some  665  se- 
and  mid-level  J&J  executives  have 
tided  the  programs.  A  further  250 
expected  to  participate  by  mid-1992. 
Dllaboration  with  academia,  however, 
m't  always  come  easy.  When  Ford 
or  Co.  began  a  leadership  program 
middle  managers  with  Michigan's 
ness  school  in  1988,  there  was  skep- 
m  on  both  sides.  Ford  had  tried  to 
ich  courses  in  the  past,  but  they  nev- 
:ame  off.  Robert  E.  Quinn,  a  Michi- 
professor  who  was  putting  together 
program,  recalls  one  faculty  member 
i  warned  him  that  Ford  would  "suck 
;he  ideas  out  and  leave." 


To  forge  the  partnership,  12  Ford  ex- 
ecutives and  8  Michigan  professors  met 
in  Plymouth,  Mich.,  over  the  summer  of 
1988.  "That's  when  the  fun  started," 
says  Neil  B.  Sendelbach,  Ford's  manag- 
er for  the  program.  "Some  executives 
saw  it  as:  'Now  we  have  to  go  out  and 
educate  these  university  types.'  " 
shocker.  After  thrashing  out  the  differ- 
ences, they  came  up  with  a  novel  nine- 
day  curriculum — half  taught  by  Ford  ex- 
ecutives themselves.  The  idea:  to  get 
middle  managers  to  be  more  active,  not 
just  carry  out  orders.  Cross-functional 
teams  were  formed  to  explore  such  key 
issues  as  leadership,  quality,  and  cus- 
tomer satisfaction.  To  shock  managers 
out  of  complacency,  they  are  shown 
Ford's  equivalent  of  a  horror  movie: 
"The  Honda  Tapes,"  featuring  enthusi- 
astic Honda  customers  praising  their 
cars.  On  the  sixth  day,  managers  focus 
on  how  to  apply  the  week's  lessons. 

Six  months  later,  they  return  for  a 
three-day  follow-up,  during  which  man- 


agers explore  the  program's  impact  on 
their  jobs.  Inspired  by  the  program,  one 
manager  at  Ford  Credit,  for  example, 
reduced  the  time  for  loan  approvals 
from  two  days  to  half  a  day — an 
achievement  she  announced  at  an  early 
follow-up  session.  So  far,  nearly  40  class- 
es totaling  some  2,000  managers  have 
been  sent  through  the  exercise. 

Yet  until  IV2  years  ago,  Michigan's  B- 
school  refused  to  offer  custom  programs 
for  corporations.  Such  ventures  were 
deemed  too  commercial  and  too  prag- 
matic. No  more.  "Executive  education 
has  become  a  source  of  innovation  and  a 
wonderful  means  of  faculty  develop- 
ment," says  B.  Joseph  White,  Michigan's 
new  dean.  As  more  schools  and  corpora- 
tions seek  partnerships,  executive  educa- 
tion can  only  become  more  meaningful. 
And  as  BW's  survey  suggests,  there's 
plenty  of  room  for  improvement. 

By  John  A.  Byrne  in  New  York 


Special  Report  continues  on  page  109 


ar  MBA  program — and  doesn't  in- 
,.A  ide  airfare.  That  has  not  deterred 
lC«f  ch  high-profile  executives  as  Procter 
— -|  Gamble  Co.  Chairman  Edwin  L. 

■tzt  and  Fuji  Xerox  Co.  President  Yo- 
tical  ro  Kobayashi  from  attending, 
ffl  The  most  accolades  in  the  surveys 
"P  :nt  to  Michigan's  Global  Leadership 
ogram.  Once  a  year,  it  brings  togeth- 
30  executives  from  the  U.  S.,  Eu- 
pe,  and  Asia  for  an  intensive  five- 
iek  course  team-taught  by 
ree  professors,  one  each 
am  Michigan,  France's  IN- 
iAD,  and  Hitotsubashi  Uni- 
rsity  in  Japan.  The  lofty 
ission:  to  develop  "global 
isiness  leaders"  with  "the 
ind-set,  leadership,  and 
am-building  skills  to  both 
ad  their  institutions  and 
mtribute  to  world  economic 
•owth." 

AKING   RAFTS.   To  accom- 

ish  those  goals,  Program 
irector  Noel  M.  Tichy 
irows  executives  into  what 
3  calls  "compressed  action 
arning."  Rather  than  lec- 
ire  to  a  classroom  of  execu- 
ves,  he  engages  them  in  a 
;ries  of  team-building  exer- 
ses,  from  competitive  raft- 
uilding  at  an  Outward 
ound  school  to  creating  and 
resenting  assessments  of 
usiness  opportunities  in 
ach  countries  as  India,  Chi- 
a,  and  the  Soviet  Union. 
We  do  real  company  prob- 
;ms,  not  Harvard  case  stud- 
s,"  says  Tichy. 
Mori's  strategy  for  the  In- 
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dian  market  was  typical  of  that  ap- 
proach. For  five  weeks,  he  worked 
closely  with  four  other  executives 
in  a  team  jokingly  dubbed  "Les  Misera- 
bles"  for  their  sobering  views:  two 
Americans  from  AT&T  and  Merck,  a 
European  from  Olivetti,  and  a 
Japanese  compatriot  from  Honda  Mo- 
tor. Like  the  other  five  teams,  the 
group  spent  two  weeks  in  a  foreign 
locale  to  identify  target  markets  and 


figure  out  the  best  way  to  enter  them. 

The  eye-popping  trip  spurred  plenty 
of  personal  introspection  that  reach 
well  beyond  business  considerations. 
Takeo  Fukui  of  Honda  said  he  couldn't 
eat  one  day  because  of  the  squalor. 
James  E.  Clark  of  AT&T  said  the  living 
conditions  in  Calcutta  reminded  him 
"of  what  slavery  must  have  been  like 
in  this  country  for  my  grandparents." 
Hitachi's  Mori  recalled  the  cheerful 
faces  of  the  children  in  India. 
"I  started  to  wonder  who 
they  are  and  what  I  was  do- 
ing there,"  he  told  his  col- 
leagues. "These  questions 
still  remain  in  my  mind." 

Back  at  school  in  Ann  Ar- 
bor, each  team  produces 
written,  videotaped,  and  oral 
reports  for  dissection  by 
skeptical  colleagues.  The 
whirlwind  process  forces  in- 
tense interaction  with  man- 
agers from  diverse  corners 
of  the  world.  "You  see  how 
different  cultures  come  at 
things  differently,"  says 
James  Danzeisen,  a  program 
alum  from  ici  Industries. 
"You  see  how  the  Japanese 
are  so  pragmatic  and  precise, 
yet  completely  gracious  in 
groups,  unwilling  to  criticize 
each  other."  The  heckling 
Mori  got  when  he  made  his 
presentation  quickly  taught 
him  not  to  expect  Japanese- 
style  treatment  from  his 
American  and  European 
cohorts. 

By  John  A.  Byrne  in  Ann 
Arbor 
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Would  you  hire  yourself  to  manage  your  portfolio? 


For  you.  investing  isn't  really  about  money.  It'; 
about  that  horse  farm  in  Kentucky.  Or  four 
years  at  your  alma  mater  for  the  twins.  Or  may- 
be a  vintage  P-51  Mustang  fighter — and  th 
time  to  restore  it. 

But  while  you've  built  a  nice  portfolio  ove 
the  years,  you've  never  had  all  the  time  you 
need  to  manage  it.  You  could  go  directly  to 
the  money-management  superstars.  But  th 

minimum  investment 
is  beyond  the  reach  of 
most  investors. 
Fortunately,  we  pio- 
neered a  way  to  put  even  a 
S50,000  portfolio  into  the  same 
professional  hands.  You  simply 
sit  down  with  your  Shearson 
Lehman  Financial  Consultant 
and  outline  your  goals.  Then 
we'll  help  find  the  best  money 
manager  for  you,  choosing  from 
those  recommended  by  our  staff 
of  37  investment  manager  eval- 
uation analysts.  You  pay  just  one 
annual  fee  based  on  the  size 
of  your  portfolio. 
Once  you've  opened  your  account, 
relax  and  think  about  where  you  want  to  be 
in  the  future.  Your  Financial  Consultant  will 
monitor  your  portfolio,  year  after  year,  to  help 
you  get  there  from  here. 
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You  can  get  there 
from  herer 
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W  1IME  AT  KELLOGG:  MANY  GRADS  FIND  MUCH  IN  ITS  TOP-RANKED  COURSE  OF  STUDY  IMMEDIATELY  USEFUL  BACK  IN  THE  WORKPLACE 


WEEKEND  WARRIORS:  A  GUIDE 
TO  MBAs  FOR  WORKING  EXECS 


impany-paid  elite  programs  add  hours  to  an  already  crowded  workweek- — but  most  say  it's  worth  it 


It's  a  balmy  summer 
evening  in  New  York 
City.  More  than  500 
dressed-for-success  ex- 
ecutives are  converging 
on  the  South  Street  Sea- 
t.  They're  about  to  cruise  around 
nhattan  on  the  De  Witt  Clinton,  a  rep- 
.  of  a  turn-of-the-century  steamship 
rtered  for  the  night  by  New  York 
iversity's  Stern  School  of  Business, 
''or  the  B-school,  this  evening  is  good 
)lic  relations.  Aboard  are  more  than 
1  corporate  sponsors  who  send  their 
nagers  to  Stern's  executive  MBA  pro- 
im  at  $56,000  a  pop.  It's  also  a  festive 
mni  reunion.  And  it's  an  initiation  rite 
the  44  newcomers  who  make  up  the 
,ss  of  1993.  But  this  is  a  party  they 


will  soon  forget:  Five  days  later,  these 
managers  from  such  companies  as  AT&T, 
Bankers  Trust,  Georgia  Pacific,  and 
Morgan  Stanley  will  begin  a  grueling 
two-year  journey  in  pursuit  of  their 
MBAs. 

grounds  well.  They're  joining  the  ranks 
of  the  9,500  managers  now  studying  in 
executive  MBA  programs  at  102  business 
schools  in  North  America — a  student 
count  that's  up  27%  from  just  four  years 
ago.  Like  most,  Stern's  new  crop  will 
meet  in  classes  once  a  week,  on  alternat- 
ing Fridays  and  Saturdays,  while  hold- 
ing down  full-time  jobs  and  trying  to 
maintain  some  semblance  of  family  life. 

In  theory,  at  least,  these  executive 
MBA  programs  are  like  premium  ice 
creams:  All  the  ingredients  that  go  into 


them  are  supposed  to  be  richer  than 
what  you'd  find  in  a  regular  MBA  pro- 
gram. They  attract  an  older,  more  sea- 
soned crowd  of  full-time  managers  who 
have  a  decade  or  more  of  experience 
behind  them.  They're  taught  by  the 
schools'  best  professors,  teachers  who 
can  withstand  the  challenges  of  execu- 
tives who  know  better.  And  from  the 
cruises  to  the  fine  wines,  the  student- 
managers  are  often  treated  as  if  they 
already  carry  the  keys  to  the  executive 
suite.  "The  chow  line  has  to  be  good," 
says  Richard  R.  West,  dean  of  NYU's 
Stern  School.  "But  in  the  classroom,  you 
beat  the  hell  out  of  them  academically." 

In  many  cases,  those  premium  expec- 
tations are  met.  But  a  goodly  number  of 
managers  are  hitting  the  books  at  pro- 
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William  Schadegg 
Director  of Information  Services 
Becton  Dickinson 
Immunocytometry  Systems 
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^hile  we're  alieady  the 
fcy's  high-quality  leader, 
n  Dickinson  is  always 
lg  for  ways  to  improve 
anufacturing  operations. 
<es 
both 


isiness 
>r  bet- 
alth  care.  In  Digital's 
:omputing,  we've  found 
y  what  we  were  looking 
t  Becton  Dickinson's 
inocytometry  Systems,  in 
)se,  California,  the  corn- 
on  of  Digital's  Network 
cation  Support  (NAS) 
onment  for  Manufactur- 
ld  ASK's®  MANMAN® 


software  lets  us  share  informa- 
tion among  our  manufacturing 
systems  and  the  rest  of  our 
enterprise-wide  information 
systems.  With  complete  control 
over  manu- 
facturing 
operations, 
we  never 
have  to  worry  about  our  ability 
to  produce  quality  products. 
Instead,  we  concentrate  on  new 
product  development,  confi- 
dent that  whatever  we  come  up 
with,  we  can  manufacture. 
With  Digital  and  ASK,  we're 
planning  a  top-to-bottom 
enhancement  of  our  process 
manufacturing  systems.  We 


see  an  opportunity  to  widen 
the  gap  even  further  between 
us  and  our  competition." 

Digital's  NAS,  and  its  third- 
party  suppliers  provide  manu- 
facturers with  complete 
solutions  that  work  in  their 
complex,  multi-vendor  envi- 
ronment. Solutions  that  are 
designed  to  meet  today's  needs 
and  tomorrow's  demands 
because  they're  based  on  inter- 
national standards. 

To  learn  more,  write  to 
Digital  Equipment  Corporation, 
129  Parker  Street,  Maynard, 
MA  01754-2198.  Or  call  your 
local  Digital 
sales  office. 


E   OPEN  ADVANTAGE. 


Equipment  Corporation  1991 .  The  DIGITAL  logo  is  a  trademark  of  Digital  Equipment  Corporation.  ASK  and  MANMAN  are  registered  trademarks  of  ASK  Computer  Systems,  Inc. 
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grams  of  questionable  quality,  many  of 
which  were  launched  in  hope  that  they 
would  quickly  become  cash  cows  for 
their  schools.  "Far  too  many  programs 
are  weakened,  weekend  versions  of 
more  traditional  full-time  programs," 
says  Michael  R.  Forrest,  associate  dean 
of  Pepperdine  University's  program. 

Some  of  these  schools,  say  the  critics, 
accept  virtually  any  paying  customer 
who  walks  through  the  door — even 
those  with  as  little  as  two  years  of  work 
experience.  The  faculties  are  composed 
of  too  many  adjunct  teachers  with  dubi- 
ous academic  credentials.  And  the  intel- 


lectual rigor  of  some  of  the  programs 
can  be  suspect,  requiring  far  fewer 
hours  than  a  full-time  program  to  gain 
the  same  MBA  degree. 
'warm  bodies.'  Graduates  of  even  some 
well-regarded  programs  cite  glaring 
shortcomings.  An  alumnus  of  the  Loyola 
College  program  describes  some  profes- 
sors as  "bottom-of-the-barrel  selections: 
find  any  warm  body  to  'teach'  this 
class."  A  graduate  of  the  University  of 
Rochester  complains  that  the  program 
he  enrolled  in  focused  "too  heavily  on 
theory  and  quantitative  analysis.  I  wish 
more  creative  problem-solving  and  deci- 


sion-making had  been  included  ir'th 

program,"  he  says. 

You  won't  hear  such  criticisms  sm 
Northwestern   University's  Kelfr: 
school  of  business.  Already  a  twojfc. 
No.  1  winner  in  BUSINESS  WEEK'S  m 
ings  of  full-time  Ml:.\  programs.  Ke  , 
shot  to  the  top  again  in  our  first 
of  executive  MBA  programs.  Close 
hind  was  its  crosstown  rival,  the  Ur 
sity  of  Chicago,  which  offered  the 
executive  MBA  program  in  1943. 

Generally,  though,  this  list  of I 
schools  differs  dramatically  fromj 
regular  MBA  lineup.   Such  B-sc| 


THE  TOP  20  FOR 
EXECUTIVE  MBAs 


L 


A  glance  at  BUSINESS 
week's  report  card  on 
executive  MBA  pro- 
grams will  raise  one 
obvious  question: 
What  happened  to 
such  high-powered  B-schools  as  Har- 
vard, Stanford,  and  Dartmouth? 

The  simple  answer:  They  don't  offer 
executive  MBA  programs.  Their  con- 
spicuous absence  allows  the  emer- 
gence of  a  group  of  well-regarded  B- 
schools  that  fail  to  make  most  top-20 
lists  of  full-time  MBA  programs. 
There's  Georgia  State  University  in 
Atlanta,  for  instance,  and  Tulane  Uni- 
versity in  New  Orleans.  Most  of  these 
schools  run  programs  that  fit  the  clas- 
sic definition  of  an  executive  MBA  pro- 
gram: two  years  of  study  for  manag- 
ers with  10  or  more  years  of  work 
experience.  Most  students  are  spon- 
sored by  their  companies,  which  pay 
the  steep  tuition  bills  and  allow  days 
off  from  work  to  attend  class. 

These  programs  are  quite  different 
from  the  more  common  evening  MBA 
offerings,  which  are  usually  populated 
by  younger  people  seeking  the  degree 
at  their  own  expense.   In  so-called 
EMBA  programs,  classes  typically  meet 
once  a  week  on  alternating  Fridays 
and  Saturdays.  Exceptions  include 
Wharton,   which   requires   a  Friday 
night  sleep-over  every  other  week, 
when  classes  meet  on  both  Friday  and 
Saturday.  Many  feature  international 
imsiness  trips  and  weeks  of  intensive 
tudy  in  residence  on  campus. 
For  BW's  report-card  grades,  the 
20%  of  the  schools  in  each  catego- 
i    i  eceived  As.  The  next  25%  got  Bs, 
wl  e  the  next  30?;  received  Cs.  The 
in   ning  schools  got  Ds.  For  more 
tai  on  the  ranking,  see  page  114. 


BW 
rank 

School 

Graduotcs 
poll  rank 

poll  rank 

tuition 

Current  Av< 
enrollment  o 

l 

NORTHWESTERN  (Kellogg) 
Evanston,  III. 

2 

i 

$36,000 

280 

s : :. 

P 

2 

CHICAGO 

Chicago 

3 

2 

36,900 

163 

3 

PENNSYLVANIA  (Wharton) 
Philadelphia 

19 

4 

58,500 

197 

: :: : 
;  ;  -' 

4 

DUKE  (Fuqua) 
Durham,  N.C. 

6 

7 

39,000 

90 

hi  to! 
mil! 

5 

UCLA  (Anderson) 
Los  Angeles 

1 1 

5 

19,525 

120 

tith'jn 
iry — n 

6 

INDIANA 

Bloomington 

1 

27 

25,000 

50 

Kache 

9SI J 

7 

COLUMBIA 

New  York 

25 

3 

55,000 

225 

lead 

8 

SOUTHERN  CALIFORNIA 

Los  Angeles 

7 

8 

37,000 

118 

llAwo 
age 

9 

GEORGIA  STATE 

Atlanta 

5 

12 

19,600 

77 

MKyo 

10 

CASE  WESTERN  (Weatherhead 
Cleveland 

4 

18 

42,335 

85 

bvoliv 
n  their 

11 

NYU  (Stern) 
New  York 

18 

6 

56,000 

86  1 

19 

ILLINOIS 

Champaign 

9 

99  AOCl 

Z  Z  ,H\J\J 

74 

■ 

ion; 

13 

PURDUE  (Krannert) 
West  Lafayette,  Ind. 

8 

24 

25,500 

70 

: 

14 

PITTSBURGH  (Katz) 
Pittsburgh 

9 

10 

23,100 

81 

t 
' 

15 

EMORY 

Atlanta 

12 

1 1 

37,600 

91 

: 

: 

16 

TEXAS 

Austin 

15 

13 

19,800 

117 

: 

X 

17 

WAKE  FOREST  (Babcock) 
Winston-Salem,  N.C. 

13 

22 

27,800 

100 

• 

: 

18 

VAHDERBILT  (Owen) 
Nashville 

14 

30 

37,600 

52 

I! 
» 

19 

SOUTHERH  METHODIST  (Cox) 
Dallas 

17 

17 

29,940 

95 

: 

: 

20 

TULAHE  (Freeman) 
New  Orleans 

16 

21 

33,000 

60 

DATA  BW  (RESEARCH  BY  JUDI  CROWE.  DAVID  LE0NHARDT.  AND  CHRISTINE  MUZYKA) 
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•yweights  as  Harvard,  Stanford, 
mouth,  and  Cornell  don't  even  offer 
utive  MBAs,  allowing  some  more  ob- 
3  B-schools  to  creep  toward  the 
t  of  the  pack.  Georgia  State  Univer- 
j  B-school,  which  has  never  placed 
ig  BW's  Top  20  in  full-time  pro- 
is,  finished  ninth. 

>e  ranking  is  a  result  of  two  new 
NESS  WEEK  surveys  (page  114).  The 
azine  sent  questionnaires  to  2,844 
:utive  MBA  graduates  from  30 
ols,  asking  them  to  evaluate  the 
ity  of  their  experience.  Some  1,610 
ed,  a  response  rate  of  57%.  BUSINESS 
K  also  surveyed  EMBA  directors  at 
schools.  Some  76  of  the  school  offi- 


*If  every  business  in  this 
country  was  managed  like 
Kellogg's  program,  we  would 
have  a  booming  economy' 


cials  responded,  a  response  rate  of  75%. 
The  two  polls  were  put  together  to 
achieve  an  overall  ranking. 

The  result:  Kellogg  Dean  Don  P.  Ja- 
cobs can  now  crow  that  he  has  not  only 
the  best  full-time  MBA  program,  but  also 
the  best  degree-granting  program  for 


Schools  graded  by  g 

Teaching  Curriculum 

ads 

Payback 

<ked  to  Europe  for  Dptional  trip  this  year;  average 
sts  1,000  years  of  work  experience 

A 

A 

A 

A 

B 

It  program  (begun  in  1943),  with  most  grads  (3,648); 
lmute  from  Georgia,  Michigan,  Iowa 

A  i 
A  + 

A 

A  + 

A  + 

ey  program  with  biweekly  sleepover  doesn't  scare 
I  users  Al&l,  Bankers  I  rust,  Oenerai  electric,  ib/v\ 

U 

pi 

C 

veled  to  Soviet  Union  this  year;  more  than  a  third  of 
commute  from  out-of-state 

A 

A 

A 

A 

A 

is  with  unusual  six-month  consulting  project  for  a  non- 
pany — next  year  it's  Sony — with  trip  abroad 

D 

B 

te  teachers  tops  in  accessibility  outside  class  and  for 
ass  assignments  to  jobs 

A 

A 

o 
D 

A 

nk  teaching  quality  lowest  among  top  20;  big  users 
Jynex,  Time  Warner,  and  Citibank 

U 

C 

MBA  worth  the  cost?  Grads  most  satisfied  here, 
1  biggest  pay  hikes;  6/  A  since  lyby 

A 

A 

A 

A 

B 

n  strategic  analyses  of  Japanese  companies  they  visit 
and  Kyoto;  top  users  are  AT&T,  Coca-Cola 

n 

D 

A 

A 

inovative  reputation;  managers  do  key  research 
on  their  own  companies 

A 

o 
0 

B 

rip  focuses  on  global  competition;  emphasis  on  team- 
s  highest  female  enrollment  (40  /o) 

C 

:ommunity  leadership  component;  big  users  include 

J  C  i     i  fill* 

ar  and  State  ot  Illinois 

B 

D 

B 

format  of  six  two-week  residence  sessions  and  staying 
via  computer;  90%  from  outside  state 

B 

D 

A 

house  Electric,  H.J.  Heinz,  Alcoa  are  major  users;  trip  to 
>ng  and  China;  also  has  new  Purdue-like  "Flex-MBA" 

C 

C 

C 

■ork  with  foreign  execs  in  England,  Italy,  Austria,  and 
'  before  presenting  conclusions  in  person 

B 

C 

D 

ase-study  approach  includes  five-day  seminar  in  Lon- 
ong  major  users  are  Motorola,  Texas  Instruments 

B 

C 

C 

wo  optional  overseas  trips,  summer  study  programs  in 
Fic  Rim  and  in  England 

C 

A 

A 

3  strategy  projects  on  chosen  industries;  Bell  Telephone 
them  Telecom  key  users 

C 

B 

B 

:asy  Street:  B-school  claims  that  execs  tot  up  most  hours 
class  to  earn  degree;  optional  trip  to  London 

D 

B 

B 

>  10-day  seminar  in  France;  execs  write  plans  to  launch 
iness  and  face  "hostile"  press  interview 

B 

C 

C 

executives  as  well.  Indeed,  Kellogg's 
emba  graduates  typically  rave  about  the 
experience — even  those  who  had  to  pay 
for  it  themselves.  At  Kellogg,  companies 
pick  up  the  tab  for  9  out  of  every  10 
students.  "If  every  business  in  this  coun- 
try was  managed  like  Kellogg's  pro- 
gram, we  would  have  a  booming  econo- 
my," gushes  one  grad. 
gripes.  Students  gave  Kellogg  high 
marks  for  teaching  the  business  basics 
and  for  emphasizing  teamwork.  Weekly 
study-group  sessions  and  team  assign- 
ments formed  a  key  part  of  the  learning 
experience.  Many  grads  said  they  found 
much  in  the  program  that  was  immedi- 
ately useful  to  them  on  the  job.  "From 
the  first  week  through  the  final  week,  I 
took  something  of  value  to  work  every 
Monday,"  says  a  marketing  manager  for 
a  major  chemical  company. 

There  were  some  complaints:  about 
the  quality  of  teaching  in  finance  and 
the  lack  of  emphasis  on  international 
business.  One  graduate  faulted  Kellogg 
for  not  placing  greater  importance  on 
integrating  the  early  functional  courses 
in  such  basics  as  finance  and  marketing 
into  a  more  coherent  whole  at  the  end  of 
the  program.  But  such  gripes  were  rare. 

What  are  companies  getting  for  their 
money?  "It's  an  investment  in  human 
resources,"  maintains  Edmund  J.  Wil- 
son, who  heads  Northwestern's  pro- 
gram. "It  improves  skills  and  abilities 
that  will  make  a  company's  managers 
better  performers  on  the  job." 

Unfortunately,  another  thing  compa- 
nies are  getting  for  their  investment  is 
more  turnover.  A  1989  graduate  of  Co- 
lumbia University's  emba  program  fig- 
ures that  as  much  as  one-third  of  his 
class  has  switched  jobs  since  graduation. 
Echoes  another  Columbia  grad  from 
1991:  "About  half  of  my  class  is  now 
looking  to  change  jobs."  An  executive 
who  graduated  from  Northwestern  this 
year  expresses  amazement  at  the  num- 
ber of  graduates  interviewing  for  new 
jobs  as  the  program  was  ending.  "Come 
on:  These  are  38-to-45-y ear-olds  whose 
employers  sponsored  them  in  the  pro- 
gram," he  says.  "Where's  the  loyalty?" 

Such  opportunism  is  a  problem,  con- 
cedes Wilson.  "I  wish  I  could  say  that 
isn't  true,  but  some  people  enter  the  pro- 
gram with  different  motives."  He  esti- 
mates that  35%  of  Northwestern's  crop 
of  embas  switch  jobs  within  two  years 
of  graduation.  But  B-schools  are  careful 
not  to  let  executive  students  use  their 
placement  offices,  often  to  their  chagrin 
and  complaint.  For  their  part,  many 
graduates  say  they  move  on  because 
their  sponsoring  companies  don't  reward 
them  with  either  promotions  or  more  re- 
sponsibilities once  they  get  the  degree. 

That  can  be  especially  frustrating  be- 
cause nearly  every  manager  who  goes 
through  a  top-ranked  program  calls  it  a 
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demanding  experience,  a  high-wire  act 
of  juggling  family,  career,  and  school. 
And  sometimes,  the  pressure  can  be  too 
much.  Arthur  Howe,  a  Wharton  alum, 
recalls  a  classmate's  dismay  at  not  hav- 
ing prepared  for  a  critical  finance  exam. 
"I  heard  sobbing  and  moaning  in  the 
back  of  the  room,"  he  says.  "I  turned 
and  saw  tears  running  down  his  cheeks. 
It  was  obvious  he  was  overwhelmed  by 
a  sense  of  disappointment  in  himself." 

For  Stern's  boat-riding  newcomers, 
the  pressure  begins  to  build  in  the  first 
of  six  week-long  residencies.  On  their 
first  day  at  Arrowwood,  a  lavish  resort 
in  New  York's  Westchester  County, 
they  are  put  into  study  groups,  assigned 
second-year  students  as  mentors,  and 
plunged  into  a  business-simulation 
game.  They  assume  executive  roles, 
making  key  decisions  about  whether  to 
expand  abroad  and  where,  and  what 
product  lines  to  sell  off  or  extend. 
faster  pace.  Within  two  days,  each 
team  gets  a  report  card  on  the  profitabil- 
ity of  its  simulated  venture  and  each 
individual  is  getting  feedback  from 
peers  on  his  or  her  performance.  One 
manager  is  accused  of  being  too  auto- 
cratic because  he  directed  his  teammates 
to  close  plants  without  asking  for  their 
ideas  on  how  to  cut  expenses.  Another 
manager  concedes  she  was  too  laid-back, 
not  wanting  to  fully  commit  herself  to 
the  exercise.  Before  it's  all  over,  every- 
one will  walk  away  with  a  cassette  tape 
of  colleagues  criticizing  them.  Jokes  an 
instructor:  "We  suggest  that  you  don't 
jog  with  this  tape  near  traffic." 

No  sooner  does  the  week-long  session 
end  than  students  begin  their  alternat- 
ing Friday-Saturday  schedule  of  classes. 
In  addition  to  the  eight  hours  of  class 
time  every  week,  each  student  puts  in  an 
average  of  22  hours  of  schoolwork. 
Study  groups  meet  a  minimum  of  once  a 
week,  though  when  a  project  deadline 
approaches,  the  pace  can  quicken  to 
nightly.  "You  can  always  tell  an  EMBA 
student  by  the  condition  of  his  lawn  and 
how  long  the  storm  windows  stay  on  in 
the  spring,"  says  Shawn  Feeney,  a  Salo- 
mon Brothers  Inc.  vice-president  who 
maduated  from  Stern  this  year. 

When  it's  all  over,  most  leave  these 
urograms  with  a  mixture  of  relief  and 

adness.  "We  all  went  through  the  post- 
aim  blues,"  says  Jeffrey  Relkin,  a 
"   &  Bradstreet  Corp.  manager  and 
190  Stern  graduate.  "It's  like  the  last 
nuance  of  the  school  play.  It's  bit- 
veet."  At  least  he'll  be  able  to  savor 
emories  as  an  alumnus  on  Stern's 

ii  \i   raise  around  Manhattan. 

By  John  A.  Byrne  in  New  York 


'<  information  on  reprints  of  this  Special  Report,  call 
■  .ess  We  k  Reprints  at  609  426-5494,  or  write  Business 
V        Repri,  s,  P.O.  Box  457,  Hightstown,  N.J.  08520. 


GRADING  THE  TEACHER: 
HOW  WE  CRUNCHED  THE  NUMBERS 


The  widespread  inter- 
est in  BUSINESS  WEEK'S 
rankings  of  full-time 
mba  programs  sparked 
this  project  to  rate 
business  schools'  ef- 
forts in  executive  education.  Like  the 
earlier  mba  ratings,  these  new  rank- 
ings look  at  education  from  the  con- 
sumer's standpoint.  Both  the  executive- 
education  rankings  and  the  executive 
mba  rankings  are  based  on  a  composite 
of  two  separate  polls  conducted  during 
the  spring  and  summer.  Matthew  Gold- 
stein, former  president  of  the  Research 
Foundation  of  the  City  University  of 
New  York,  consulted  on  the  project. 

EXECUTIVE  EDUCATION: 

■  Participant  survey.  A  30-question  sur- 
vey was  mailed  to  ex- 
ecutives who  attended 
the  flagship  programs 
of  26  top  schools.  Our 
aim  was  to  survey 
both  the  alumni  whose 
studies  were  the  most 
recent  and  those  who 
have  had  some  time  to 
judge  the  subsequent 
payoff  in  the  work- 
place. So  in  nearly  all 
cases,  participants 
tnun  classes  in  1989 
and  1991  were  asked 
for  their  views.  Of  the 
3,546  questionnaires 
sent  out,  1,567  were 
answered  and  re- 
turned, a  response 
rate  of  over  44%. 

Managers  were 
asked  to  answer  ques- 
tions on  a  scale  of  1  to 
10.  Example:  "Did  you  have  the  feeling 
that  your  teachers  were  at  the  leading 
edge  of  knowledge  in  their  fields?"  If 
the  answer  was  "always,"  the  execu- 
tive would  check  "10";  if  it  was  "rare- 
ly," he  or  she  would  choose  "1." 

The  executives'  responses  were 
weighted  to  account  for  how  closely 
they  related  to  overall  satisfaction.  The 
weighting  also  valued  more  highly  the 
questions  that  showed  the  least  vari- 
ability in  responses. 

■  Company  survey.  The  survey  was 
sent  to  vice-presidents  for  human  re- 
sources or  directors  of  management 
development.  Starting  with  a  list  of 


THE  SURVEYS 


\     EXECUTIVE  EDUCATION 

PARTICIPANT  POLL 

SURVEYS   

3,546 

REPLIES  

1,567 

RESPONSE  RATE   

44% 

COMPANY  POLL 

SURVEYS   

346 

REPLIES  

144 

RESPONSE  RATE   

4?% 

about  500  corporations,  we  scree: 
out  companies  that  either  did  not 
university-based  executive  educatio: 
could  not  render  an  opinion  beca 
the  company's  spending  was  too  d& 
tralized.  Some  144  of  346  compa 
replied,  a  response  rate  of  42%. 

Officials  were  asked  to  iden 
schools  performing  "an  excellent  jo 
meeting  the  needs  of  business  in 
signing  and  offering  programs  I 
help  organizations  better  develop  e: 
utive  talent."  Each  selected  school 
ceived  a  point.  The  total  score  fo: 
school  was  then  divided  by  the  num. 
of  responding  companies  that  had 
perience  with  it.  That  became  the  b; 
for  the  corporate  ranking. 

■  Composite  ranking.  To  gain  an  OVe 
ranking,  the  raw  scores  from  both  s 
veys  were  combin 
using  a  standard  s 
tistical  approach 
independent  scor 
The  opinions  of  cor 
rate  officials  natura 
have  greater  weight 
the  overall  ranking 
cause  that  survey 
fleets  a  greater  diff 
ence      in  scor 
between  top-  and  b 
tom-ranked  schools 


EXECUTIVE  MBA 


PARTICIPANT  POLL 

SURVEYS   2,844 

REPLIES   1,610 

RESPONSE  RATE   57% 

B-SCHOOL  POLL 

SURVEYS   102 

REPLIES   76 

RESPONSE  RATE   75% 

DATA:  BW 


EXECUTIVE  MBA: 
■  Graduate  survey 

similar  30-questk 
survey  was  mailed 
1989  and  1991  grad 
ates  of  30  schools.  O 
of  2,844  graduate 
1,610  answered  tl 
questionnaire,  a  r 
sponse  rate  of  57%. 

■  B-school  survey.  Because  these  pr  El 
grams  serve  mostly  local  markets,  w 
surveyed  school  officials  rather  tha 
corporate  executives  who  could  n< 
render  judgments  on  a  national  basi 
Surveys  were  sent  to  program  dire 
tors  at  all  102  schools  listed  in  the  E: 
ecutive  MBA  Council's  1991  director 
Some  76  schools  responded,  a  respons 
rate  of  75%.  Deans  were  asked  to  lit 
the  top  10  schools,  in  order.  A  schoc 
named  No.  1  received  10  points,  while 
school  ranked  10th  got  1  point. 

■  Composite  ranking:  The  SCOreS  fror 

both  surveys  were  combined  to  achiev 
an  overall  ranking. 


pea 
i 


114  B        ESS  WEEK/OCTOBER  28.  1991 


SPECIAL  RE 


s 


rhe  end  of  the  road 
or  overcharges. 


sradi 
)ls.O 
]  uates 
■i  tin 
a  re 
SI* 
e  pi 
>ts,  wi 
rl 


pons 
to  lis' 


•* 


XT&T  Corporate  Calling  Card 
essential  to  the  business  on  the  move. 

lot  all  pay  phones  automatically  connect  you  with  AT&T.  At  some, 
perator  service  companies  you've  never  even  heard  of  can  charge  your 
ompany  two  to  three  times  the  AT&T  price*  But  when  you  use 
\e  AT&T  Corporate  Calling  Card  \\  >u  can  he  sure  \x  >u're  using  ; 
le  quality  AT&T  network  for  all  your  long  distance  calls.  So  flip 
>vercharges  on  long  distance  calling  card  calls  come  to  a 
omplete  stop.  And  you  get  the  quality  AT&T  service  you 
rant  and  prices  you  expect.  1mm 

If  your  company  has  long  distance  bills  of  just  $50  or  more, 
( »u  can  save  money  on  long  distance  calling  card  calls.  Because  WR 
vT&T  offers  savings  on  calling  card  usage  with  the  AT&T  PRO®  W 
VATS  volume  discount  plan.  * 

Cost  control.  Another  AT&T  advantage. 

Whether  you're  a  company  of  one  or  one  hundred,  you  can  get 
\T&T  Corporate  Calling  Cards  for  your  company  at  no  charge, 
pall  1 800  225-6136,  ext.  305. 


iased  on  a  comparison  of  billed  charges  and  surcharges 
)f  alternate  operator  service  companies. 
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MONEY  SUPPLY  I 


DOES  THE  SHRINKING  MONEY 
SUPPLY  SPELL  TROUBLE? 


Probably  not.  More  cash  is  just  moving  into  stocks  and  bond  funds 


The  rumblings  of  economic  strength 
are  there,  but  so  is  the  unsettling 
evidence  of  mounting  weakness. 
Auto  sales  are  stalling,  and  layoffs  are 
picking  up.  Banks  aren't  lending,  and 
battered  Citicorp  has  eliminated  its  divi- 
dend. Most  worrisome  to  some  econo- 
mists is  the  striking  slump  in  the  na- 
tion's money  supply.  A  broad  measure 
of  money  called  M2.  which  includes  ev- 
erything from  checking-account  balances 
to'  8100,000  certificates  of  deposit, 
has  been  shrinking  at  a  lf"<  annual- 
ized rate  over  the  past  three 
months,  vs.  the  1%  average  growth 
rate  of  the  past  five  upturns  in  the 
business  cycle. 

Some  economists — including  Mi- 
chael J.  Boskin.  chairman  of  the 
Council  of  Economic  Advisers — wor- 
ry that  the  shrinking  money  supply 
could  be  signaling  anemic  growth. 
Others  are  even  more  pessimistic, 
arguing  that  "this  very  slow  money 
growth  could  drag  the  economy 
back  down  into  a  recessionary  envi- 
ronment." in  the  words  of  John  B. 
Trammell.  economist  at  A.  Gary 
Shilling  &  Co.  Federal  Reserve 
Board  Chairman  Alan  Greenspan, 
who  insists  that  the  recovery  will 
soon  pick  up  steam,  calls  the  rela- 
tionship between  M2  and  gross  na- 
tional product  "one  of  the  most  en- 
during in  our  financial  system." 

So  is  it  time  for  businesses  and  con- 
sumers to  brace  for  the  recession's  sec- 
ond coming?  Probably  not.  "Structural 
financial  changes  account  for  much  of 
the  weakness  in  M2."  says  Stephen 
Slifer,  economist  at  Shearson  Lehman 
'  .rothers  Inc.  The  traditional  relationship 
•.Tween  M2  and  gnp  doesn't  hold  any- 
ore.  Right  now,  the  money  supply  is 
:iing  out  false  economic  signals, 
es  Robert  Giordano,  director  of  eco- 
ic  research  at  Goldman.  Sachs  &  Co. 
OF  sync.  This  recession  has  been 
^  but  typical,  and  that  explains 
money  supply  and  the  economy 
nger  moving  in  lockstep.  In  the 
economy  sank  after  a  sharp 
ation  forced  the  Fed  to  push 
-  higher.  The  tight  money 
i-         v  fl  inflation  but  took  the  econo- 


my down  as  well.  This  time  the  economy 
was  brought  down  by  the  financial  ex- 
cesses of  the  1980s,  not  by  tight  Fed 
policy.  Those  excesses  produced  a  com- 
mercial real  estate  glut,  a  shaky  banking 
system,  and  a  bankrupt  thrift  industry. 

So  the  fall  in  M2  is  a  phony  sign  of 
impending  economic  disaster.  What  is 
happening  is  that  consumers  are  pulling 
their  money  out  of  the  troubled  banking 
system  (counted  in  M2)  and  switching  it 


into  bonds  and  stocks  (not  counted  in 
M2).  And  more  businesses  are  financing 
their  activities  outside  the  banking  sys- 
tem, too.  "We're  in  uncharted  waters." 
says  Jerry  Jordan,  economist  at  First 
Interstate  Bancorp. 

Indeed.  Fed  easing  itself  may  be 
largely  responsible  for  sluggish  M2 
growth.  In  trying  to  spark  a  recovery, 
the  Fed  has  lowered  the  federal  funds 


The  size  of  the  shift  out  of 
bank  deposits  and  certificates 
of  deposit  into  other 
investments  is  stunning 


rate  nine  times  over  the  past  nl 
months — to  5.25'"'  from  7.5' ' .  Otl) 
short-term  rates  have  followed,  espec 
ly  the  rates  banks  and  thrifts  pay 
their  certificates  of  deposit.  Thus,  inv 
tors  are  moving  money  out  of  CDs  p 
ing  a  measly  5%  and  seeking  higher 
turns  in  bond  and  stock  investmer 
The  result:  M2  growth  shrivels. 

The  size  of  the  shift  out  of  bank 
posits  and  into  other  investments 
stunning.  In  September,  the  net  infl 
into  bond  funds  reached  S90  billion  at 
annual  rate,  a  good  part  of  that  comi 
out  cf  the  banking  system.  The  infl 
could  swell  even  further  as  some  ecol: 
mists  estimate  that  $100  billion  in  C 
under  S100.000  mature  in  October.  1 
lower  short-term  interest  rates  go,  1 
more  funds  could  flow  out  of  bank    -  •  ■ 
posits  and  into  the  markets,  furtl 
shrinking  the  money  supply. 
malls  and  offices.  The  collapse  of  1  :: 
thrift  industry  has  also  led  to  t 
decline  in  M2.  When  the  gove  E"e 
ment  takes  over  failed  thrifts,  th<  • 
troubled  institutions  usually  lose 
positors.  But  Resolution  Tn 
Corp.,  the  overseer  of  the  thrift  b;  "- 
out,  needs  funds  to  finance  all  1 
shopping  malls,  office  buildinj  ..... 
and  securities  it  inherited  from  t 
thrifts.  To  make  up  the  fundi  ': 
shortfall.  Resolution  Trust  rais 
money   by  selling  governme:  -  .. 
backed  bonds,  which  are  not  inch 
ed  in  the  money  supply.  "Replaci 
the  private  deposits  with  Treasw'.' 
debt  will  shrink  M2,"  says  Lyle  •;  : 
Gramley,  chief  economist  of  t  T.. 
Mortgage  Bankers  Assn.  and  a  f 
mer  Fed  governor. 

Add  it  all  together,  and  a  mc  iTc 
robust  money  picture  emerges.  1  r- 
thrift  bailout  and  net  inflows  ii  - 
bond  mutual  funds  account  for  ... 
most  all  the  shortfall  in  M2  over  t  ;  " 
past  several  months,  according  to  cak 
lations  by  Goldman's  Giordano.  By  1 
arithmetic,  "adjusted  M2"  has  be  . 
growing  by  at  least  a       annual  raj 
over  the  past  six  months — near  the  t  '■ 
of  the  Fed's  target  band  of  2.5'  '  to  6..' ' 
growth.  By  contrast,  unadjusted  M2  h  • 
been  crawling  along  at  a  feeble  t  .. 
rate. 

To  be  sure,  the  economy  may  ne  -;: 
more  stimulus  to  get  it  moving  fast*  : 
But  the  decision  to  lower  interest  rat : 
should  come  from  what  is  happening 
the  real  world  of  housing,  employme) . 
incomes,  and  inflation,  and  not  from  t  ' 
M2  money  supply.  That  measure  is  f  - 
too  suspect  to  serve  as  a  guide  f :  ' 
Washington's  policymakers. 

By  Christopher  Farrell  in  Sew  Yoi 
with  Mike  McXamee  in  Washington 
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Mutual  Fund  Scoreboard  Diskettes 

£W  SUBSCRIBER  OFFER-  -  SAVE 

25% 
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re  the  performance  of  over  1 ,1 00 
and  950  fixed  income  mutual 
it  the  touch  of  a  key! 
can  use  the  enormous 
your  IBM  or  compatible  PC 
rate  and  compare  virtually 
tual  tund  on  the  market  - 
!  spectrum  of  over  2,000 
/ered  by  Business  Week's 
utual  Fund  Scoreboard. 

Die  menu  commands,  the 
jnd  Scoreboard  Diskettes  enable 
Sleet  and  display  the  data  you  want  in 
that  you  can  use  to  make  better  buy/sell 
;.  For  example,  you  can  instantaneously 
io-load  equity  funds  whose  objective  is 
'e  growth,  which  outperformed  the  S&P 
the  past  5  years  and  have  assets  of  less 
0  million. 

5  key  performance  factors  and  data  fields 
)  fund. 

ness  Week  Mutual  Fund  Scoreboard  Diskettes  offer  you  all 
nation  you  need  to 
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Used  to  stay  up  to  date  by  Financial 
Planners,  Investors,  and  Brokers! 
Order  you  own  subscription  now  to  these 
Fixed  Income  and  Equity  Diskettes1 

Each  individual  diskette  costs 
$69.95,  but  for  a  limited  time, 
you  can  subscribe  to  a  six  month 
trial  subscription,  to  either  version 
at  great  savings.  Even  better,  if 
you  purchase  a  subscription  to 
both  the  Equity  and  Fixed  Income 
Diskettes,  you'll  save  even  more. 

So  order  now  by  calling  Toll  Free 
or  send  the  coupon. 

Special  Features: 
Simple  Menu  commands 
No  additional  software  required 
Supports  multiple  search  and  sort  criteria  on  over  25 
information  fields 
Fast  searches  and  lookups.  The  entire  database  and  data 
management  program  reside  in  memory. 

Data  transports  easily  to 


ler  decisions 
a  beta  factor  for 
and  the  exclusive 
Week  Rating  of 
jnd  performance 
for  risk  and  sales 


Business  Week  Mutual  Fund  Scoreboard  Diskettes 


Yes,  please  enter  my  6  month  trial  subscription  as  checked  below 


6  mos  @  $112  50 

6  mos  @  $112  50 

6  mos  @  $149.95 

3'/i"  Diskette  |  |  5%"  Diskette 

V/i  Diskette  |  1 554"  Diskette 

V/i'  Diskette  |  |  5%"  Diskette 

orts  easily  to 
2  3  or other 
re. 

the  Scoreboard 
include  their  own 
data  management 
all  data  is  easily 
d  into  Lotus  1-2-3  or 

tjs  so  you  can  take 
t  je  of  your  favorite 
leet,  word  proces- 
graphics  software. 


Please  add  $3  00  handling  &  packing  per  month  (or  $18  00  tor  six  months) 
(New  Jersey  Residents,  please  add  7%  Tax.) 


Name  

Title  

Address . 
City  


Daylime  Phone 
Company   


State_ 


Zip 


Q  Payment  enclosed  (Check  payable  to  BusinessWeek  Mutual  Fund  Scoreboard  ) 

D  Bill  my  company  (Letterhead  or  Purchase  Order  required) 

□  Charge  my    □  Mastercard   □  Visa  □  Amex    □  Diners  Club 

Card  No  


Expiration  Date. 


Signature 


Please  send  more  information 

Mail  or  tax  this  coupon  to  Business1        Mutual  Fund  Scoreboard  Diskette.  Dept  HB12 

P.O.  Box  1597  Suite  C.  22nd  Floor,  25  Castle  Street, 

Yiko  Industrial  Building  High  Wycombe, 


185  Bridge  Plaza  North 
Suite  302 
Fort  Lee,  New  Jersey  07024, 
US  A  Tel  800-553-3575. 
Fax  (201)  461-9808 


10  Ka  Yip  Street,  Chiawan, 
HONG  KONG 
Tel:  852  5  8978447 
Fax  852  5  598246 


Bucks,  HP13  6RU 
ENGLAND 
Tel  44-494-25021 
Fax  44-494-465451 


Lotus  1-2-3  and  other 
popular  software 
Requries  an  IBM-PC  or 
compatible  with  256K  of 
memory  and  DOS  2.1  or 
higher 

Integrated  for  ease  of  use 
with  Fund  Master  TC  from 
Time  Trend  Software  and 
Centerpiece  Portfolio 
Management  Software 
from  Performance 
Technologies 
Source  data  supplied  by 
Morningstar,  Inc. 


BUSINESS     WEEK  PRESENTS 


RETHINKING 

THE  COMPUTER 


BUSINESS  AND  THE  NEW 
INFORMATION  ARCHITECTURE 


A  Groundbreaking  Conference  for  Leaders  of 
I  AS  Innovation  in  Business  Who  Know  the  Strategic 
Value  of  Tomorrow's  Technology 

FEATURING: 
William  II.  (jaies.  Chairman  and  Co-founder,  Microsoft  Corporation 
Dr.  Andrew  S.  Grove,  President  and  ( ihiei  Executive  Officer,  Intel  Corporation 
George  Shaheen,  Managing  Partner,  Andersen  Consulting 
Gi  I  Williamson,  Chiel  Executive  Officer,  NCR  Corporation 


DECEMBER    11-J2,  1991 
GRAM)    HYATT    HOTEL   *    NEW    YORK  CITY 


Powerful  client-server  computer  networks  are  being 
heralded  as  a  brilliant  new  age  in  computing.  Business 
Week  invites  you  to  join  the  nations  business  and  tech- 
nology elite  to  explore  the  leading  edge — and  discover  the 
potential  for  your  company. 

Register  now  l>y  calling  Business  Week  directly: 
(800)  445-9786  or  (212)  512-4930,  or  Fax  (212)  512-6909 


BusinessWeek 


velopments  to  Watc 


D  BY  EMILY  T.  SMITH  AND  ROBERT  BUDERI 

MINTED'  GENES  MAY  LIGHT  THE  WAY 
CANCER  S  SOURCE 


The  genetic  messages 
written  in  DNA  and 
embedded  in  the  23  pairs 
of  human  chromosomes 
can  help  researchers 
treat  cancer:  Identifying 
chromosomal  abnormali- 
ties that  may  give  rise  to 
particular  forms  of  can- 
cer can  help  doctors 
more  precisely  develop 
and  aim  their  treat- 
ments. But  because  of 
the  time  and  expense 
involved,  chromosomal 
ies  figure  in  the  diagnosis  and  treatment  of  just  10%  of 
1.2  million  cancer  cases  reported  in  the  U.  S.  each  year. 
)w,  scientists  at  Lawrence  Livermore  National  Laboratory 
point  the  way  to  an  easier,  more  economical  way  to  spot 
irmalities  in  dna.  They  have  developed  special  dyes, 
>ed  Whole  Chromosome  Paints.  These  fluorescent  chemi- 
"light  up"  individual  chromosomes  within  cells  and  make 
ible  a  more  accurate  diagnosis  for  cancers  such  as  leuke- 
Imagenetics  in  Naperville,  111.,  will  commercialize  the 
Ling  technique,  which  it  hopes  will  also  light  up  the  under- 
iing  of  the  genetic  underpinnings  of  cancer. 


IS  DATA  BASE  TELLS  YOU  WHERE 
AT  SMELL  COMES  FROM 


these  days  of  proliferating  environmental  regulations  and 
calating  penalties  for  violating  them,  a  company's  or  facili- 
environmental  record  can  affect  its  market  value  and  its 
>m  line.  But  keeping  track  of  where  you  stand  in  this 
)lex  web  is  a  major  undertaking.  Now,  there's  help. 
iviroQuest  Inc.  is  marketing  a  data  base  that  contains  an 
"onmental  profile  for  some  1.5  million  industrial  and  gov- 
lent  facilities  in  the  U.  S.,  including  landfills,  underground 
ige  tanks,  and  Superfund  sites.  Each  entry  lists  all  per- 

that  cover  the  facility — local,  state,  and  federal.  Among 
r  things,  it  identifies  the  sites  of  soil  and  water  contamina- 

chemical  spills,  health  and  safety  violations,  and  how 
i  and  what  type  of  hazardous  waste  each  facility  emits. 
ie  data  base  could  be  useful  to  companies  selling  environ- 
Lal  products  and  services  or  to  those  seeking  the  status  of 

own  operations,  says  EnviroQuest  President  Robert  C. 
'er.  He  also  says  it  might  be  helpful  as  background  for  a 
?er  or  acquisition.  The  cost  of  an  inquiry  entry  is  $5,  with 
me  discounts  available. 


0  ME  AND  GET  'EM: 

S  ICE  TECHNOLOGIES  FROM  EUROPE 


1:  ie  U.  S.  space  agency,  NASA,  helps  its  contractors  commer- 
.  I  :ialize  space  research,  which  has  led  to  such  products  as 
ick  cookware.  But  the  1,000-odd  contractors  of  the  25- 
y»  -old  European  Space  Agency  have  never  enjoyed  coordi- 
N  i  help  in  spinning  off  their  technology.  Nothing  prevented 
E  ipean  companies  from  commercializing  their  innovations. 
It  just  that  without  a  clearing  house,  few  have  tried. 


Now,  the  ESA  is  putting  $3.4  million  into  a  consortium  called 
Spacelink,  which  is  charged  with  helping  contractors  find  li- 
censees for  their  technologies.  Spacelink,  headed  by  JRA  Aero- 
space in  Marlow,  England,  recently  sent  the  first  annual  cata- 
log that  describes  57  promising  items — from  optical  and  laser- 
based  sensors  and  nickel-hydrogen  batteries  to  video 
compression  and  lightweight  structural  panels — to  about 
20,000  European  companies.  About  b%  have  already  made 
inquiries.  To  turn  a  profit,  Spacelink  will  provide  licensing  and 
technology-transfer  services  for  the  technology  owners  and 
the  potential  licensees.  In  case  that  doesn't  quite  work  out, 
non-Europeans  will  be  eligible  for  licenses  in  three  years. 


JAPAN'S  CARMAKING  ROBOTS 
EMIGRATE  TO  THE  U.S. 


Japanese  carmakers  churn  out  new  models  quicker  than 
their  U.  S.  rivals,  thanks  in  part  to  technology  that  allows 
them  to  retool  factories  easily.  Now,  Nissan  Motor  Manufac- 
turing Corp.  is  bringing  such  a  system  to  the  U.  S.  The  compa- 
ny is  expanding  its  Smyrna  (Tenn.)  plant  to  house  an  Intelli- 
gent Body  Assembly  System  (IBAS),  a  computer-operated  mold 
for  holding  and  welding  major  auto-body  parts.  The  system  is 
so  flexible  it  can  be  reprogrammed  in  only  three  months  to 
produce  as  many  as  four  different  car  models  at  the  same 
time;  it  takes  12  months  to  build  a  conventional  jig  or  mold. 

IBAS  is  made  up  of  a  box-like  steel  structure  called  the 
numerically  controlled  locator.  Inside,  35  robots  hold  the  body 
panels  in  place,  while  16  other  robots  weld  them  to  an  accura- 
cy within  0.5mm — several  tenths  of  a  millimeter  more  precise 
than  the  assembly  provided  by  conventional  jigs.  The  system 
uses  lasers  to  check  the  welding  of  each  assembled  unit  at  60 
spots.  A  computer  using  Nissan  software  runs  the  system. 
Nissan  claims  IBAS  will  cut  production  time  and  costs  and 
produce  a  better  product.  It  uses  three  such  systems  in  Japan. 
The  U.  S.  installation  will  help  build  a  new  sedan  to  replace 
Nissan's  Stanza  in  1992. 


MARKED  MICROCHIPS 
THAT  MAY  FOIL  THIEVES 


Semiconductors  are 
the  brains  of  every- 
thing from  computers  to 
microwave  ovens.  But 
when  it  comes  to  pre- 
venting chip  thievery, 
chipmakers  have  not 
been  very  smart:  Up- 
wards of  $20  million 
worth  of  chips  are  stolen 
annually  just  in  Califor- 
nia's Bay  Area.  Since  it 
can  be  difficult  to  distin- 
guish an  Intel  micro- 
processor from  a  Micron 
Technology  memory  chip,  for  instance,  it's  nearly  impossible  to 
trace  when  and  at  which  factories  stolen  chips  were  made — 
and  find  clues  to  who  swiped  them. 

Now,  Ultratech  Stepper,  a  subsidiary  of  General  Signal 
Corp.,  can  mark  chips  so  they  can  be  identified  by  company 
and  batch.  The  Santa  Clara  company  has  added  software  to  its 
steppers,  machines  that  print  circuit  designs  on  silicon  wafers, 
that  automatically  prints  a  serial  number  on  each  chip.  The 
process  can  also  boost  quality  control  by  helping  companies 
trace  defective  chips  to  pin  down  the  cause  of  the  problem. 
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PRODUCT  DEVELOPMENT  I 


BOEING  KNOCKS  DOWN  THE  WALL  BETWEEN 
THE  DREAMERS  AND  THE  DOERS 


- 


The  777's  design  and  manufacturing  types  are  sweating  the  details  together  before  production  sta 


ave  you  hugged  an  engineer  to- 
day?" That's  the  question  on 
Garnet  W.  Hizzey's  door  at 
Boeing  Co.'s  777  airplane  operation  in 
Renton.  Wash.  Since  Hizzey  is  the 
plane's  production-engineering  manager, 
that  might  sound  like  a  forlorn  plaint. 
Actually,  it's  more  a  vivid  reminder  that 
sweeping  changes  are  afoot. 

In  big  companies,  at  least,  design  en- 
gineers and  manufacturing  types  hardly 
ever  mix.  And  until  now.  Boeing  was 
like  most  other  companies,  sorting  the 
dreamers  into  one  fiefdom  and  the  doers 
into  another,  with  an  invisible  barrier 
between.  Relations  between  the  two  fo- 
cused on  griping  about  "the  other  side 
of  the  wall" — usually  when 
designers  cooked  up  some- 
thing that  manufacturing 
considered  too  expensive  or 
hard  to  make.  With  the  777. 
though,  "we  won't  have  the 
luxury  of  whining."  says  Hiz- 
zey. His  job  is  to  make  the 
widebody  transport,  which  is 
scheduled  to  take  its  maiden 
flight  in  mid-1994,  easier  and 
cheaper  to  manufacture  than 
its  predecessors.  To  do  that, 
his  400  engineers  are  work- 
ing side  by  side  with  design- 
ers, an  approach  called  con- 
current engineering  <CE». 
costiy  changes.  Hizzey  and 
his  crew  are  at  the  core  of  a 
massive  makeover  of  the 
way  companies  develop  prod- 
ucts. Untu  recently,  design- 
ers had  a  pretty  free  hand. 
They  would  toss  the  design 
over  the  wall  to  production. 
:hen  keep  on  making  im- 
vements.  Each  change,  no 
atter  how  trivial,  typically 
upwards  of  S10.000.  Yet 
hasn't  been  unusual  for  a 
:  product  to  be  modi- 
h  ■  dreds  of  times,  some- 
-  even  early  in  produc- 
ith  the  777.  Boeing 
get  the  details  right 
(duction  starts — 
and  weed  at  all  those  avoid- 
able costs. 


That  requires  juggling  just  a  few 
pieces,  such  as  the  132.500  engineered 
parts  in  every  plane,  plus  three  million 
rivets,  screws,  and  other  fasteners. 
Boeing  can  do  this  because  of  a  huge 
computer  system  that  runs  a  European- 
developed  solids-modeling  program 
called  Catia.  It  lets  engineers  iron  out 
bugs  on  video  screens,  where  fixes  are 
cheap,  instead  of  on  expensive  life-size 
models  called  mock-ups.  The  new  pro- 
cess brings  together  representatives 
from  design,  production,  and  Boeing's 
outside  suppliers,  with  regular  input 
from  airline  customers,  maintenance, 
and  finance.  "The  magic  is.  you  can  sim- 
ulate [assembly]  before  you  actually  do 


it,"  says  Alan  R.  Mulally,  vice-presi 
in  charge  of  777  design.  Boeing  h<  ■ 
this  will  save  as  much  as  20%  of 


"7's  estimated  $4  billion  to  S5  bi  :• 


development  cost. 
PAPERLESS  plane, 


It  should  also  help  ! 


use 


tot  n 


world's  No.  1  planemaker  keep  up 
the  competition.  Paperless  design 
pioneered  by  such  companies  as  M< 
ola,  Xerox,  Digital  Equipment,  and  I  | 
Motor.  In  the  1980s,  Northrop  Corp. 
2  stealth  bomber  was  made  from  scr  |i 
without  blueprints,  a  process  in  w 
Boeing  participated  as  a  subcontrac 
McDonnell  Douglas  Corp.  subseque  p 
developed  a  similar  program  for  I 
fighters,  which  it  is  now  using  to  d<  p 
op  a  commercial  helicoj  | 
too.  Then,  in  early  Octo 
Airbus  Industrie,  the  gov 
ment-backed  European 
senger-jet  consortium,  rc 
out  two  new  products  c 
four-year  paperless-des 
project:  One  is  Airbus' 


t 

Wa>: 

bet 
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;-range  jet,  the  A340;  the  other 
,  short-range  counterpart,  the 
0. 

le  first  customer  for  the  777, 
;ed  Airlines  Inc.,  ordered  34 
les  a  year  ago,  and  today, 
ing  has  more  than  7,000  people 
king  on  the  job.  About  half  are 
38  so-called  design-build  teams, 
engineers  are  linked  through 
3  computer  workstations  in  Se- 
I  484  in  Wichita,  where  Boeing 
build  the  nose,  and  70  in  Phila- 
hia — plus  220  in  Japan,  where 
1  suppliers  are  helping  design 
main  body  sections, 
itegrating  the  overall  aircraft 
gn  plus  the  digital  blueprints 
the  various  production  process- 
is  a  huge  number-crunching 
e:  Boeing  had  to  patch  together 
t  of  IBM's  biggest  mainframes, 
this  cuts  out  much  of  the  hand- 
le that  slows  a  project  and  in- 
;s  its  cost.  For  instance,  crafts- 
lie  used  to  fashion  master 
els,  or  plaster  duplicates,  of  ev- 
part  to  help  guide  suppliers 
make  molds  for  them.  Now, 
:ise  computer  data  will  be 
ad  electronically  to  the  mold- 
ers.  Only  for  highly  complex 
mblies,  such  as  flap  mecha- 


BOEING'S  INTERNATIONAL 
PARTNERS  FOR  THE  777 

Company/ 

Component 

Contract 

Millions 

ITALY 

ALENIA 

Outboard  wing  flaps, 
radome  (radar  housing) 

$300 

AUSTRALIA 
AEROSPACE  TECHNOLOGIES  OF  AUSTRALIA, 
HAWKER  OE  HAVILLAND 

Rudder,  elevators 

$350 

JAPAN 
MITSUBISHI,  KAWASAKI,  FUJI 

Fuselage  panels  and  doors,  wing  center 
section,  wing  ribs,  other 

NA 

KOREA 

KOREAN  AIR 

Flap  fairings  (covers) 

$100 

CANADA  &  FRANCE 
MENASCO  AEROSPACE/ MESSIER-BUGATTI 

Landing  gears 

NA 

BRITAIN 
GENERAL  ELECTRIC  CO.  AVIONICS 

Primary  flight  computers 

SMITHS  INDUSTRIES 

Avionics  subsystems 

$80 
$500 

NA  =  not  available                                          DATA:  BOEING  CO. 
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nisms,  will  Boeing  do  mock-ups. 
Such  advances  don't  come 
ip.  Boeing's  research-and-develop- 
t  expenses  will  nearly  double  this 
•,  to  about  $1.5  billion,  and  they 
d  hit  $2  billion  in  1992.  Then,  there's 
$2.5  billion  to  build  two  new  plants 
■he  777,  including  a  major  expansion 
he  Everett  (Wash.)  factory,  already 
largest  in  the  world.  Boeing  figures 
e  front-end  investments  will  be  bal- 
■d  by  back-end  savings.  But  the  out- 
,  combined  with  tepid  orders — only 
,o  far  for  the  $120  million  plane — 
erve  Wall  Street,  where  Boeing 
■es  have  been  treading  water  for  a 
■  in  the  45-to-50  range.  Even  top 
ng  execs  are  circumspect.  "You 
;  to  be  concerned  when  you  make 
much  of  a  technology  leap,"  says 
irman  Frank  Shrontz. 


Actually, 
even  aside  from 
Boeing's  role  on  the 
B-2,  CE  and  paperless 
design  aren't  entirely  new  to 
the  company:  It  used  them  three 
years  ago  for  an  engine  strut  on  the  767. 
Errors  fell  dramatically,  and  the  job  was 
finished  ahead  of  time.  So  far,  that's 
true  for  the  777,  though  some  suppliers 
grumble  about  computer  incompatibil- 
ities that  force  them  to  start  with  a  pa- 
per blueprint  and  then  reenter  data  into 
their  computers.  Despite  these  glitches, 
the  project  is  on  schedule.  Some  25%  of 
the  design  will  be  done  by  March,  1991, 
and  it  should  be  90%  finished  by  Febru- 
ary, 1993 — just  after  assembly  begins. 
easy  fix.  Manufacturing  engineers,  who 
wouldn't  normally  be  involved  for  anoth- 
er year,  have  already  made  their  mark. 
For  three  decades,  the  skin  on  Boeing 
jets  has  had  a  bend  in  it  where  the.  top  of 
the  wing  meets  the  side  of  the  fuselage. 
This  covers  the  inside  rib  of  the  wing, 
the  structure  that  attaches  the  wing  to 
the  body.  In  the  assembly  process,  put- 
ting just  the  right  bend  in  several  alumi- 
num body  panels  that  fit  side  by  side  has 
been  "like  an  art  form,"  says  Hizzey — 
difficult,  time-consuming,  and  costly.  On 
the  777,  his  production  engineers  sug- 
gested redoing  the  wing-body  joint  to 
eliminate  the  bend.  The  designers 
agreed — and  solved  30  years  of  manu- 


facturing headaches  by  altering 
one  line  on  a  computer  screen. 

Each  design-build  team  is  as- 
signed a  part  of  the  plane,  such  as 
tail-fin  panels  or  passenger-entry 
doors.  Major  suppliers  sit  on  these 
teams,  too,  and  the  biggest  contrac- 
tors— Mitsubishi,  Fuji,  and  Kawasa- 
ki Heavy  Industries — have  real- 
time tie-ins  with  Boeing's 
computers.  The  teams  meet  at  least 
every  two  weeks  to  review  their 
work  with  other  interested  parties, 
who  might  range  from  purchasing 
officials  to  airline  customers.  "I 
try  to  think  of  these  teams  as 
little  companies,"  says  Stephen  R. 
Johnson,  who  heads  a  group  of  10 
teams  designing  the  wing's  trailing 
edge.  "They  each  have  cost  targets 
and  weight  targets — and  board 
meetings." 

Once  the  design  and  manufactur- 
ing engineers  no  longer  felt  obliged 
to  posture,  adds  Johnson,  they 
were  able  to  empathize  with  each 
other.  They  even  share  offices.  This 
has  been  somewhat  traumatic  for 
designers,  who  now  get  instant  re- 
actions from  production  engineers. 
Yet  most  have  bought  into  the  con- 
cept. "There  were  a  few  agnostics, 
but  they  are  among  the  keenest  ad- 
vocates now,"  says  Hizzey. 

Designers  used  to  resent  it  even  more 
when  customers  put  in  their  two  bits. 
Gordon  A.  McKinzie,  United's  777  pro- 
gram manager,  says  he  spotted  rolling 
eyes  when  Boeing  engineers  learned 
that  United  and  the  No.  2  customer,  All 
Nippon  Airways  Co.,  would  be  snooping 
around.  But  later,  the  designers  agreed 
with  a  United  suggestion  that  the  long- 
est wing  flap  be  divided  in  half  to  make 
repairs  easier.  And  they're  considering  a 
United  request  to  use  more-durable 
stainless  steel  bolts  and  to  make  door 
latches  so  they  won't  catch  fingers  as 
they  close.  McKinzie  says  he's  amazed 
at  Boeing's  candidness:  "We  feel  very 
privileged  to  be  part  of  their  agony." 

Boeing  concedes  that  togetherness 
has  its  problems.  Some  teams  lack  need- 
ed resources  or  skills,  some  people  were 
adamantly  opposed  at  the  start  to  shar- 
ing data,  and  some  team  leaders  were 
inexperienced  at  running  interdepart- 
mental meetings.  "Working  together  is 
not  an  esoteric  warm  and  fuzzy  thing," 
says  Mulally.  "'It  takes  a  lot  of  manage- 
ment and  care  and  nurturing." 

Because  the  process  is  being  refined 
as  it  goes  on,  producing  the  first  777  will 
likely  take  six  months  more  than  the 
usual  48.  But  if  CE  brings  the  project  in 
on  schedule  and  on  budget,  Boeing  will 
adopt  it  companywide.  So  next  time,  pa- 
perless development  should  be  not  only 
cheaper,  but  smoother  and  faster,  too. 

By  Don  Jones  Yang  in  Seattle 
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The  few  blue  whales 
remaining  alive  in  the  world 
are  no  match  for  the  predator 
who  has  carelessly  eliminated 
eight  hundred  species  of  life 
from  the  face  of  the  earth 
in  this  century  alone:  Man. 
Like  every  other  creature  in  the  sea, 
the  blue  whale  requires  clean  water  to  live. 
The  Samsung  Group 
has  designed  and  is  currently  producing 
supertankers  with  a  double-hull, 
double-bottom  construction 
that  prevents  oil  spills. 
The  vessels,  which  are  being  built 

for  major  oil  companies 
in  the  United  States  and  Europe, 
are  proof  that  technology 
can  make  man  a  protector 
instead  of  a  predator. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 


International  Trade,  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries. 

Aerospace,         Construction,         Engineering,         Financial  Services,         Food  &  Pharmaceuticals,         Cameras  &  Watches,         Garments  &  Textiles 

C.P.O.  Box  1 580.  Seoul.  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 
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BANKING  I 


CITI'S  NIGHTMARES 

JUST  KEEP  GETTING  WORSE 


fall! 


It  may  have  a  long  wait  for  a  rebound.  In  the  meantime,  the  bank  must  shrink  fast 


r;  . 

a  prolonged  slump  because  of  bad  re  - 
estate  loans.  On  the  same  day  that  C 
reported  its  results,  Chemical  Bankii : 
Corp.,  its  Park  Avenue  neighbor,  repo:  : 
ed  third-quarter  earnings  of  $131.6  m  : 
lion,  compared  with  with  a  loss  of  $4S  kg  u 
million  a  year  earlier.  The  announo  c:  . 
merger  between  Chemical  and  Manufa :  ; 
turers  Hanover  Corp.  will  likely  put  ne ; : 
pressure  on  Citi's  profitable  New  Yo:  in- 
retail  market.  At  a  meeting  with  an  ?> : 
lysts  and  reporters  on  Oct.  16,  Reed  co  i 
ceded  that  already,  "we  have  zero  rev  «  ; 
nue  growth  in  our  New  York  branches  : 
But  New  York  is  hardly  the  only  pro 
lem  Reed  faces.  Business  is  also  worse  arm; 
ing  in  California,  Britain,  and  Australi  :  • 
That  means  Citi's  results  could  deteri 
rate  even  further.  No 
performing  loans  ros  \ 
by  $407  million  durir 
the  quarter,  to  $6  b ; 
lion.    But    Citi    hs  1 
enough    reserves  c:- 
hand  to  cover  only  24 . 
of  the  bad  debt,  half  <  - 
it  real  estate  loans,  a-  - 
cording  to  Kidder,  Pe 
body  &  Co.  At  oth< 
major  banks,  the  rat 
exceeds     50%.  Th<: 
means    Citi   may  t:; 
forced  to  set  aside  hug 
loan  reserves  well  int  s 
1992.  "We're  in  a  bo.; 
for  the  next  year  ( s; 
so — no  doubt  about  it,  k 
Reed  said. 

One  senior  regulatx 
doubts  whether  Ree  ; 
can  clear  up  Citi's  troi 
bles.  "They've  got 
long  way  to  go  to  wor 
through   these  pro!- 
lems,"  he  says.  "Ther- 
are  questions — strateg 
cally — about  what  th , 
company  can  do.  Ca:. 
Citi  profitably  manag  ■ 
$200  billion  in  assets 
Can  this  managemer 
survive?" 
Earlier    this  year 


As  recently  as  this  summer,  the 
strategy  seemed  to  be  working. 
Citicorp  Chairman  John  S.  Reed 
was  making  headway  on  his  bold  plan  to 
revitalize  his  seriously  ailing  bank.  He 
had  reduced  Citi's  payroll  by  5,000,  to 
90.000,  and  raised  more  than  $1.6  billion 
in  new  capital  through  the  sale  of  assets 
and  convertible  preferred  stock.  Wall 
Street  analysts  began  expressing  cau- 
tious optimism  that  the  worst  was  over 
for  the  nation's  largest  bank. 

Now  they're  not  so  sure.  On  Oct.  15. 
Citi  stunned  Wall  Street  by  reporting  a 
third-quarter  loss  of  $885  million  be- 
cause of  restructuring  charges  and  asset 
write-downs.  It  also  suspended  its  25c-a- 
share  quarterly  dividend.  This  was  the 


bank's  worst  hit  since  the  second  quar- 
ter of  1987,  when  Reed  set  aside  $2.58 
billion  in  reserves  against  Third  World 
debt.  "This  is  a  struggling  company," 
says  Keefe  Bruyette  &  Woods  Inc.  Pres- 
ident James  J.  McDermott. 
downgraded.  The  loss  further  eroded 
Citi's  already-thin  capital  ratio.  At  the 
end  of  September,  Citi's  core  capital 
stood  at  3.64';  of  total  assets,  the  lowest 
ratio  of  any  money-center  bank.  That  is 
below  the  i%  minimum  level  that  will  be 
required  by  regulators  by  the  end  of 
1992.  In  response,  Standard  &  Poor's 
Corp.  downgraded  $22  billion  worth  of 
Citi's  debt  and  preferred  stock. 

Citi's  latest  setback  comes  just  when 
other  big  banks  are  just  emerging  from 
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announced  a  goal  of  raising  as 
as  $5  billion  in  fresh  capital  by 
But  analysts  fear  Citi  may  need  a 
eavier  dose  of  new  cash.  Kidder 
idy  analyst  Charles  Peabody  esti- 
that  Citi  could  require  as  much  as 
lion  in  capital.  But  Reed  says  that 
.  in  no  condition  to  float  any  more 
"We're  going  to  earn  our  way 
"  he  says. 

accomplish  this,  Reed,  once  an  em- 
uilder,  will  have  to  accelerate  his 
'or  shrinkage  and  streamlining.  Citi 
inced  a  $320  million  charge  for  lay- 
over the  next  five  quarters.  Reed 
he  is  trying  to  trim  annual  ex- 
s  by  an  additional  $700  million  by 
-on  top  of  the  $1  billion  goal  he  set 
•ly  1991.  Since  announcing  the  lat- 
t,  "we  have  laid  off  a  ton  of  folks," 
id.  But  analysts  think  some  10,000 
may  have  to  go. 

ing  ASSETS.  The  pressure  is  most 
ent  at  the  consumer  bank,  the 
i  jewel  of  Citi's  empire.  Global 
s  from  consumer  banking  tumbled 
i  million  in  the  third  quarter,  down 
$286  million  a  year  ago.  That  part- 
'lected  an  $80  million  provision  for 
)le  losses  from  home  mortgages 
redit  cards.  Those  losses  now  may 
lattening  out,"  Reed  said.  But  un- 
■arnings  pick  up,  Reed  will  have  to 
faster  to  shed  assets.  "We  are  a 
isappointed  that  more  progress 
t  been  made  on  the  capital  front," 
lains  S&P  analyst  Tanya  S.  Azachs. 
f  have  been  talking  about  selling 
5  all  along,  but  they  have  not  really 
doing  it  in  a  full-fledged  way." 
sr  the  summer,  Reed  said  he  was 
iering  the  sale  of  12  to  15  business- 
raise  capital.  Analysts  reckon  that 
-on  Systems  Inc.  is  high  on  his  list 
i).  Almost  half  of  Citi's  quarterly 
came  from  writing  down  its  $400 
n  investment  in  the  loss-ridden  sub- 
•y.  Quotron,  which  supplies  stock 
!S  via  computer  terminals,  hasn't 
well  against  rival  information  ven- 
such  as  Reuters  Holdings  PLC  and 
Jones  &  Co. 

spite  steady  losses,  Reed  had  re- 
ed committed  to  the  information 
ess.  Much  of  those  losses  stemmed 

amortization  of  part  of  the  $680 
»n  acquisition  price  of  Quotron.  It 
't  until  late  last  year  that  Reed  ac- 
ledged  that  he  could  no  longer  af- 
to  give  it  any  more  money.  But  like 
any  of  Reed's  dreams,  Quotron  has 
ne  a  nightmare.  While  CEOs  of  oth- 
trge  banks  are  positioning  them- 
s  for  the  future,  Reed  still  has  his 
s  full  rectifying  old  mistakes, 
re  working  and  sweating  it  out," 

said.  But  the  market  and  regula- 
may  be  tiring  of  waiting  for  results. 
y  John  Meehan  and  William  Glasgall 
,,w  York,  with  bureau  reports 


HOUSING  I 


LANE:  HIS  AMERICAN  COMMUNITY  HOUSING  ASSOCIATES  RECEIVED  FUNDING  FROM  ROZET 


THE  ODD  COUPLE 

OF  LOW-INCOME  HOUSING 


Why  is  a  housing  reformer  teaming  up  with  an  accused  slumlord? 


To  residents  of  Chicago's  crumbling 
public  high  rises,  Vincent  Lane  is  a 
hero.  Housing  &  Urban  Develop- 
ment Secretary  Jack  F.  Kemp  calls  him 
"one  of  the  most  progressive  public- 
housing  leaders  in  the  country."  A  mil- 
lionaire developer  who  in  1988  became 
head  of  the  nation's  third-largest  hous- 
ing authority,  Lane  took  on 
the  drug  lords  and  gangs 
that  had  the  city's  projects 
in  a  stranglehold.  Since  then 
he  has  checked  the  rise  of 
violent  crime,  boosted  occu- 
pancy, and  urged  residents 
to  take  more  of  a  stake  in 
day-to-day  management. 
"I've  seen  chairmen  come 
and  go,"  says  Peggy  Byas,  a 
Chicago  Housing  Authority 
(CHA)  resident  since  1967. 
"He's  the  best." 

So  what's  a  nice  guy  like  Vince  Lane 
doing  with  A.  Bruce  Rozet,  a  developer 
described  by  hud  officials  as  one  of  the 
nation's  leading  slumlords?  On  Oct.  10, 
Lane  announced  he  would  give  up  oper- 
ating control  of  the  CHA  in  November  to 
run  American  Community  Housing  As- 
sociates, a  new  for-profit  company. 
American  Community  plans  to  become 
one  of  the  biggest  landlords  in  the  U.S. 


by  acquiring  40,000  low-  and  moderate- 
income  apartments  spread  across  26 
states  from  Associated  Financial  Corp. 
of  Pacific  Palisades,  Calif.,  whose  chair- 
man is  Rozet.  The  properties,  which 
Lane  values  at  $800  million,  were  fi- 
nanced in  part  by  HUD. 
Lane  describes  the  deal  as  "a  lever- 
aged buyout,"  with  AFC  pro- 
viding the  financing.  Rozet 
claims  that  AFC  is  only  pro- 
viding working  capital  to 
Lane's  new  company.  What- 
ever the  case,  the  two  will 
have  a  continuing  financial 
relationship. 

The  apparent  rationale  be- 
hind the  deal  is  to  increase 
American  Community's 
chances  of  securing  addi- 
tional HUD  financing  to  reha- 
bilitate the  properties.  Rela- 
tions between  HUD  and  Rozet  are  not 
warm.  A  top  hud  official,  Under  Secre- 
tary Alfred  A.  DelliBovi,  once  called  Ro- 
zet and  his  AFC  associates  "slumlords" 
and  "sewer  rats."  HUD  later  suspended 
AFC  from  doing  business  with  the  agen- 
cy for  18  months,  ending  last  July.  AFC 
is  still  under  investigation  and  could  be 
permanently  barred  from  doing  business 
with  HUD.  Rozet  describes  the  charges 
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by  HUI>  as  a  Bush  Administration  cam- 
paign to  drive  him  out  of  business. 

Rozet  admits  his  relationship  with 
in  i)  is  shaky.  While  there  is  no  guaran- 
tee HUD  will  help  American  Community, 
he  adds,  "Vince  Lane  and  his  company 
may  be  better  able  to  work  with  the 
government."  During  Lane's  tenure, 
cha's  urn  funding  has  nearly  quadru- 
pled, from  $30  million  in  1988  to  $108 
million  this  year.  "If  anyone  can  make  a 
buck  and  achieve  a  social  goal,  it's 
Vince,"  says  First  Boston  Corp.  Manag- 
ing Director  Ronald  T.  Gault. 

Lane  and  Rozet  are  not  only  improba- 
ble partners  but  their  relationship  goes 
back  a  long  way.  Lane  says  he  first 
worked  with  Rozet  on  a  St.  Louis  project 
17  years  ago.  He  describes  Rozet  as 
"probably  the  person  who  pioneered  the 
concept  of  syndication  of  low-income 
housing  in  the  late  1960s."  Syndication 
involves  selling  projects  to  a  group  of 
investors,  who  get  tax  credits  they  can 
write  off  against  personal  income. 

Some  of  Rozet's  tenants  would  de- 
scribe him  in  terms  less  flattering  than 
"pioneer."  Rozet  has  been  embroiled  in  a 
bitter  court  battle  since  1987  with  resi- 
dents of  Tyler  House,  a  301-unit  Wash- 
ington (D.  C.)  housing  project.  In  an 
$11.5  million  class  action,  the  tenants 
complain  that  Rozet  and  his  partners  did 
nothing  to  remedy  such  conditions  as 
urine-soaked  hallways,  broken  fire 
doors,  and  rodent  infestation.  Rozet  de- 
nies any  wrongdoing. 
GOOD  feelings.  Rozel  also  denies  that 
he  is  a  slumlord.  "Nobody  could  say  we 
haven't  strived  to  improve  housing  con- 
ditions around  the  U.  S.,"  he  says,  add- 
ing that  only  10' '  to  1:7  <  of  AFC's  proper- 
ties are  seriously  run-down. 

Lane  is  looking  forward  eagerly  to  his 
new  job.  "Sometimes,  one  person's  prob- 
lem becomes  another  person's  opportuni- 
ty." he  says.  After  fixing  up  the  proj- 
ects, with  HUD's  help,  he  intends  to  sell 
them.  He  hopes  at  least  some  of  the 
buyers  will  he  the  tenants  themselves. 
His  ambitions  don't  stop  there  either.  He 
and  Rozet  ate  lobbying  Congress  and 
black  South  African  leaders  to  approve 
$2  billion  in  federal  loan  guarantees  to 
build  50,000  houses  in  South  Africa. 

bane's  good  cheer  doesn't  fade  even 

"ii  asked  about  Rozet's  dubious  past. 
•  had  Oprah  [Winfrey]  call  me  a 
alord,"  he  laughs,  referring  to  the 
how  host.  "And  she's  right.  Is 
i  biggi  r  slum  than  the  Chicago 
Authority?"  Still,  even  some  of 
I         biggest  boosters  in  the  Chicago 
pi  may  wonder  about  the  company 

he  ting. 

Ha  Flynn  Siler  in  Chicago,  with 
Kathu  Kerwin  in  Los  Angeles  and 
Christina    el  Valle  in  Washington 


VENTURE  CAPITAL  I 


HEALTH  CARE'S 

BUSIEST  EMPIRE  BUILDER 


John  Foster's  rehab  services  are  already  hot,  and  he's  not  done  y 


w 


'ho  is  John  Foster?"  is  a  ques- 
tion exciting  much  interest  in 
the  stock  market's  exuberant 
health-services  sector.  The  short  answer 
is  that  Foster  controls  two  of  the  fastest- 
growing  companies  in  all  of  health  care: 
NovaCare  Inc.  and  Orthopedic  Services 
Inc.,  both  of  which  are  based  in  Valley 
Forge,  Pa.  This  year  alone,  NovaCare's 
shares  have  leapt  by  1507',  to  $23,  and 


OSl's  by  85'^,  to  $26.  At  current  prices, 
this  duo  has  a  combined  market  value  of 
$1  billion. 

Foster  heretofore  has  kept  a  low  profile 
but  not  for  want  of  past  success.  Since 
forming  Foster  Management  Co.  in  1971, 
he  has  compiled  a  nonpareil  record  in  ven- 
ture capitalism  (table,  page  128),  investing 
$140  million  in  some  40  companies.  Says 
Anthony  Hoberman  of  Alliance  Capital 
Management  L.  P.,  which  has  invested 


with  Foster  since  1984:  "Despite  all  t 
newfangled  excuses  offered  by  the  v< 
ture-capital  community  in  recent  yea 
John  Foster  has  delivered  old-fashion 
results." 

Foster  remains  a  busy  venture  capit 
ist.  At  the  same  time,  though,  he  is  sU 
ping  into  the  spotlight  to  pursue  am 
tious  plans.  Using  NovaCare  and  OSI  as 
nucleus,  Foster  is  building  a  complex 
companies  that  he  hopes  w 
dominate  the  nascent  busine 
of  rehabilitation  services  as  pr< 
itably  as  Humana  Inc.  pioneer 
the  for-profit  hospital  chai 
That  Humana's  annual  revenu 
exceed  $5  billion  while  NovaCa 
and  OSI  will  do  well  to  top 
million  between  them  this  ye 
suggests  the  magnitude  of  t 
challenge  confronting  Foster, 
In  the  year  ended  June  30, 
vaCare  posted  a  64r;<  gain 
earnings,  netting  $20.3  milli 
on  revenues  of  $152  million.  N< 
traded  over  the  counter,  No\ 
Care  will  move  to  the  New  Yo 
Stock  Exchange  on  Oct, 
Meanwhile,  OSI  shifted  solid 
into  the  black  this  year,  earnii 
$1.5  million  on  revenues  of  $2; 
million  during  the  first  half.  F( 
ter  is  chairman  and  chief  exec 
tive  at  both  companies. 
grandiose?  Both  NovaCa 
and  <>si  have  avid  followe 
among  Wall  Street  analysts  ai 
money  managers.  "Rehabilii 
tion  is  the  single  most  excitii 
area  in  all  of  health  care,"  sa 
Charles  Mangum,  an  analy 
and  portfolio  manager  for  mut 
al-fund  giant  Fidelity  Manag 
ment  &  Research  Co.  "For  n 
money,  NovaCare  may  be  t 
best  value  in  rehab." 

Despite  NovaCare's  impressive  sto 
market  surge,  at  its  current  price-to-ear 
ings  ratio  of  31,  the  company  is  trading 
a  209?  discount  to  such  fellow  rehab  ve 
dors  as  Continental  Medical  Systems  Ir 
In  part,  this  p-e  gap  reflects  fear  in  sor 
Wall  Street  circles  that  Foster's  ambitio 
are  grandiose — or  at  least  grander  th; 
his  demonstrated  managerial  abilities 
Unlike  the  typical  venture  capitah 
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Foster  has  bona  fide  credentials  as  a  cor- 
porate manager.  What  unnerves  some 
people  is  that  Foster  acquired  much  of  his 
experience  via  emergency  rescues  of  his 
companies.  He  is  haunted,  too,  by  the  fate 
of  Foster  Medical  Corp.,  which  he  sold  to 
Avon  Products  Inc.  in  1983.  After  seven 
tempestuous  months  as  an  executive  of 
stodgy  Avon,  Foster  resigned  and  re- 
turned to  the  entrepreneurial  hunt.  Avon 
later  dismantled  Foster  Medical,  taking 
huge  write-offs. 

More  than  anything  else,  it  was  Foster 
Medical's  demise  that  inspired  Foster's 
self-proclaimed  conversion  from  opportu- 
nistic trader  to  corporate  builder.  "When 
you're  young,  the  game  of  making  a  busi- 
ness out  of  an  idea  and  then  selling  it  is 
great  fun,"  he  says.  "But  that  approach 
doesn't  work  if  your  goal  is  to  remain 
within  an  industry  and  create  excellence. 
All-star  people  won't  commit  to  a  compa- 


In  explaining  Foster's  success,  asso- 
ciates cite  his  ability  as  a  strategist.  In  the 
consensus  view,  this  facet  of  his  talent  re- 
flects not  ingenuity  but  painstaking  ef- 
fort. "I  wouldn't  characterize  John  as  a 
brilliant  thinker  musing  great  concepts," 
says  John  Pirotte,  who  has  run  two  Fos- 
ter-controlled companies.  "He  builds  in- 
sight piece  by  piece." 

It  was  after  quitting  Avon  in  1984  that 
Foster  zeroed  in  on  rehabilitation,  which 
he  viewed  as  an  industry  ripe  for  consoli- 
dation. Except  for  a  few  companies  that 
operated  chains  of  small  hospitals,  the 
field  was  fragmented  into  thousands  of  lo- 
cal practices,  most  of  which  lacked  busi- 
ness sophistication.  Yet  it  seemed  to  Fos- 
ter that  demand  for  rehabilitation  services 
was  likely  to  boom  as  the  population  con- 
tinued to  age  and  advances  in  the  treat- 
ment of  severe  trauma  resulted  more  of- 
ten in  impairment  than  in  death. 


FOSTER  INVESTMENTS:  A  STELLAR  RECORD 


PARTNERSHIP 

1* 

II 

III 

IV 

V 

DATE  FORMED 

1973 

1978 

1983 

1984 

1987 

CAPITAL  (MILLIONS) 

$1.8 

$7.6 

$34.0 

$24.7 

$64.4 

ANNUAL 

COMPOUND  RETURN 

35% 

36% 

34% 

43% 

53% 

Foster's  current  corporate  holdings  include:  NovaCare,  Orthopedic 
Services,  RehabClinics,  Waste  Disposal  Equipment 

Past  holdings:  Bloodline,  Chartwell  Group,  CHEC  Medical  Centers,  Foster 
Medical,  Heritage  Health  Systems,  Pirkle  Refrigerated  Freight  Lines,  Sky 
Communications 


DATA  FOSTER  MANAGEMENT  CO 


•TERMINATED  IN  1988 


ny  if  they  know  it's  going  to  get  auc- 
tioned off." 

While  Foster,  50,  admits  the  demise  of 
his  namesake  company  "has  bothered  me 
enormously  for  years,"  it  doesn't  show. 
But  his  surface  serenity  masks  a  fierce 
drive  He  is  a  demanding  boss  with  a  work 
capacity  that's  Milkenesque.   "Do  you 
know  why  we  still  invest  with  John  after 
all  these  years?"  asks  Stathis  Andris,  a 
vice-president  of  American  Express  Co., 
which  has  backed  Foster  since  the  mid- 
1970s.  "Even  with  all  the  money  he  has 
made,  he  still  can't  sleep  nights." 
-ODOINC  work.  Foster's  personal  net 
orth  is  at  least  $100  million  and  largely 
piid.  He  cashed  out  Foster  Manage- 
original  investment  in  NovaCare 
at  the  current  equivalent  of  about 
hare,  missing  the  stock's  huge  re- 
runup.  However,  he  still  personally 
5  million  shares,  or  8%,  making 
hi         'argest  individual  holder.  Through 
the  s  limited  partnerships  that  he 

mail  Foster  also  controls  50%  of 

OSI — a  lake  currently  valued  at  nearly 
$100.  on. 


Foster  began  his  foray  into  rehab  in 
1985  with  the  acquisition  of  a  speech  pa- 
thology business,  which  added  scope  and 
scale  through  a  rapid-fire  series  of  acqui- 
sitions. In  1987,  Foster  renamed  this  com- 
pany NovaCare,  denoting  its  diversifica- 
tion into  occupational  and  physical 
therapy. 

In  addition  to  the  time-honored  econom- 
ics of  consolidation,  NovaCare  benefits 
from  low  overhead;  in  essence,  it  is  a  com- 
pany without  branch  offices.  NovaCare 
employs  2,500  therapists  and  provides 
them  under  contract  to  nursing  homes 
and  hospitals,  many  of  which  have  been 
plagued  by  high  turnover  among  their  in- 
house  therapists.  With  its  large,  fungible 
work  force,  NovaCare  can  staff  more 
cost-effectively  than  can  health  care  insi- 
tutions  themselves,  pay  its  employees 
higher  salaries  on  average  than  they 
made  on  their  own,  and  still  earn  35%  on 
equity. 

Like  NovaCare,  OSI  has  thrived  not  by 
pioneering  advanced  technology  but  by 
combining  dozens  of  what  Foster  terms 
"mom-and-pop  franchises."  Not  yet  four 


years  old,  OSI  is  the  nation's  largest  p 
vider  of  custom-made  braces  and  artific 
limbs — a  business  that  dates  to  the  Ci 
War.  "The  concept  of  consolidating  an 
dustry  is  very  obvious  in  its  appeal,"  sa 
Foster.  "What  turns  out  to  be  hard  is  p 
ting  together  all  these  wretched  lit 
businesses." 

NovaCare  ran  into  serious  trouble 
1987  as  its  systems  collapsed  under 
pressure  of  integrating  a  big  bunch 
newly  acquired  companies  all  at  once.  T 
chaos  aggravated  a  deep  morale  proble 
The  more  management  tried  to  tight 
controls,  the  more  its  therapists  becai 
convinced  that  the  number-crunche 
were  sacrificing  quality  of  care  to  pro! 
By  late  1987,  the  clinical  staff  w 
turning  over  at  the  alarming  rate 
56%  a  year. 

rewrite  job.  Foster  spent  much  time  v 
iting  NovaCare's  far-flung  staff  of  thei 
pists  and  returned  from  his  travels  cc 
vinced  that  the  primacy  of  the  comparn 
clinicians  had  to  be  made  explicit 
months  and  250  drafts  later,  NovaCa 
adopted  a  16-page  statement  of  "Purpo 
and  Beliefs."  Foster  also  hired  Dr.  C 
nold  Rensehler,  a  respected  nursing-hor 
executive,  as  NovaCare's  president.  Thf 
apist  turnover  has  dropped  to  about  20 
far  lower  than  the  industry  average,  a 
the  company  is  adding  new  clinicians 
the  staggering  rate  of  100  a  month. 

OSI  is  growing  rapidly  without  a  sign 
the  management  problems  that  afflict 
Foster  Medical  or  NovaCare,  suggestii 
that  Foster  and  his  large  corps  of  batt 
tested  managers  may  finally  have  work 
the  kinks  out  of  what  he  calls  "the  Fost 
formula." 

Meanwhile,  Foster  continues  to  add 
versity  to  his  rehab  holdings.  In  Augu: 
NovaCare  completed  a  $100  million  acqi 
sition  of  Rehab  Systems,  which  opera! 
seven  rehabilitation  hospitals.  The  de 
marked  NovaCare's  entry  into  the  bricl 
and-mortar  mainstream  of  rehab.  Fost 
Management  also  is  pushing  ahead  wi 
RehabClinics,  which  plans  to  build 
chain  of  storefront  facilities  offerii 
physical  and  occupational  therapy  on 
outpatient  basis. 

Will  Foster  succeed  over  the  next 
cade  in  assembling  all  his  disparate  piec 
into  the  Humana  of  Rehab?  Any  ventu 
of  such  ambition  faces  prohibitive  ode 
But  the  people  who  know  Foster  best  a 
betting  on  him:  Not  a  single  one  of  his  lii 
ited  partners  has  pulled  out  of  Fost 
Management's  funds.  "One  has  to 
oneself,  is  John  still  hungry  after  all  the. 
years?,"  says  Robert  G.  Stone  Jr.,  a  corp 
rate  executive  who  has  invested  in  ea< 
one  of  Foster's  partnerships  over 
years.  "I  have  no  doubt  that  he  is — ai 
that's  good  enough  for  me." 

By  Anthony  Bianco  in  New  Yo 
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BY  GENE  G.  MARCIAL 


WHY  DO  ALL  THOSE 
STREET  KIDS 
LOVE  MATTEL? 


on't  mistake  the  recent  advance 
I  in  Matte)  for  the  usual  seasonal 
>lay  in  toy  stocks.  The  buying 
since  July  is  more  than  just  a  Christ- 
mas fancy,  assert  some  pros  who  have 
been  quietly  building  stakes  in  the 
world's  largest  toymaker.  They  think 
Mattel,  now  at  33,  is  way  undervalued. 

One  pro  says  the  smart-money 
crowd  has  been  eyeing  the  field  and 
that  Mattel  is  becoming  the  big  favor- 
ite. "The  toy  industry  is  on  the  verge 
of  a  recovery,"  says  this  pro,  "and  the 
pure  plays  in  it  are  but  a  handful."  He 
has  been  buying  Mattel  shares  because 
the  company  "is  a  rare  global  leader 
with  a  -widely  known  franchise  [includ- 
ing the  perennially  popular  Barbie  doll] 
in  an  industry  that  is  consolidating." 

U.  S.  toy  sales  have  been  sluggish  in 
the  past  several  years,  but  sales  in  Eu- 
rope and  Asia  have  been  growing  fast. 
"The  strong  will  get  stronger,"  says 
investment  manager  Harold  Levy  of 
Arnhold  &  S.  Bleichroeder.  "With  its 
increasing  cash  flow  and  earnings  mo- 
mentum, Mattel  now  has  all  it  takes  to 
emerge  as  a  strong  industry  leader." 
'outstanding.'  Some  industry  ana- 
lysts agree.  Prospects  for  improved  re- 
sults in  the  second  half  of  this  year 
and  all  of  1992  "are  quite  solid  as  Mat- 
tel's core  products  continue  to  capture 
increasing  shelf  space  at  retail  stores, 
particularly  in  such  giant  retailers  as 
Toys  'R'  Us,  Kmart,  and  Wal-Mart 
Stores,"  says  Steve  Eisenberg,  Oppen- 
heimer's  leisure-industry  analyst.  He 
just  raised  his  1992  estimate  to  $2.75  a 
share,  vs.  an  estimated  $2.30  for  1991 
and  last  year's  $1.80.  And  he  thinks  his 
projections  may  be  too  conservative 
since  Mattel  has  been  boosting  operat- 
ing earnings  per  share  by  15%  this 
year — "an  outstanding  achievement  in 
a  difficult  economy." 

Eisenberg  believes  that  when  the 
conomy  rebounds,  Mattel  will  surprise 
•  ■  Street  with  much  higher  results 
ii  analysts  are  expecting.  For  one 
\  his  estimates  don't  reflect  the 
ntial  of  Mattel's  new  line  of  toys 
'1   at  boys,   including  American 
i  i tors,  a  line  of  figures  based  on 
indicated  game  show,  and  Hook, 
ion  character  based  on  the  Ste- 
iKerg  movie  adaptation  of  the 
Pi       Pan  story.  Currently,  toys  for 


MATTEL  IS  IN 
AN  UPSWING 
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boys  account  for  only  15%  of  sales. 
"This  market  has  a  lot  of  growth 
ahead,"  says  Eisenberg. 

He  thinks  Mattel's  market  share 
overseas,  which  accounts  for  52%  of 
revenues,  will  grow  more  robustly  as 
the  industry  shrinks.  Barbie,  which  had 
worldwide  sales  of  $740  million  last 
year,  could  produce  more  than 
million  this  year,  Eisenberg  figures. 


KEEPIHG  THE  REIHS 
OH  HEALTH  CLAIMS 


■  n  July,  GMIS  went  public  at  13. 

BNow,  it's  at  24 — with  a  lofty  price- 
H  earnings  ratio  of  44.  But  the  rich 
p-e  hasn't  turned  off  some  smart-mon- 
ey investors,  who  say  the  stock  is  a 
solid  bet  to  reach  40  over  the  next  6  to 
12  months.  Why  the  excitement? 

GMIS  designs  computer  software  that 
helps  insurers  and  large  corporations 
contain  health  care  costs  and  workers' 
compensation  programs.  Analysts  esti- 
mate the  potential  market  for  this  busi- 
ness, which  is  still  in  its  infancy,  to  be 
$2  billion  to  $5  billion.  "The  potential 
for  companies  that  produce  cost-con- 
tainment information  is  vast,"  says 
money  manager  Bill  Welty,  a  manag- 
ing partner  at  Volpe  Welty  in  San 
Francisco.  Volpe  Welty  owns  nearly  4% 
of  the  stock. 

GMIS'  two  products  are  Autocoder, 
which  helps  payers  automate  coding  of 
claims  filed  by  health  care  providers, 
and  ClaimCheck,  a  system  that  reviews 
claims  to  ensure  that  they  are  "clinical- 
ly consistent"  so  that  companies  don't 
overpay  health  care  providers.  It  also 
checks  that  the  providers  get  reim- 
bursed for  the  correct  services. 


GMIS  does  have  competition.  But 
strongest — Electronic  Data  Systei 
the  nation's  largest  processor  of  hea 
care  claims,  and  Policy  Managem< 
Systems,  the  leading  provider 
claims-processing  software — have  ci 
tracted  to  sublicense  GMIS'  Autococ 
and  ClaimCheck  systems.  Volpe  We 
analyst  Sally  Fisher  thinks  EDS'  bi 
ness  could  be  worth  $2  million  a  y< 
to  GMIS  initially,  and  pms'  about  $ 
million.  Fisher  thinks  1992  reveni 
will  jump  to  $12.2  million  from  $ 
million  this  year  and  1990's  $5.9  milli< 
She  sees  GMIS  earning  55$  a  share 
1992,  vs.  41$  in  1991  and  1990's  32$. 
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HEW  WEAPOHRY 
AGAIHST  MELAHOMJ 


jewspaper  readers  are  famili 
'with  reports  of  the  fearsor 
rise  in  the  incidence  of  si 
cancer  in  this  country.  But  they  a 
probably  unaware  of  tiny  Medic 
Pharmaceutical,  which  hopes  to  mark 
new  drugs  to  combat  the  disease.  Me< 
cis  has  caught  the  attention  of  big  * 
vestors,  as  well  as  Deprenyl  Researcl 
a  Canadian  drugmaker  that  has  v 
quired  a  10%  stake. 

Deprenyl  formed  a  joint  ventu 
with  Medicis  early  this  year.  Medic 
will  produce  Deprenyl's  patented  pre 
uct.  5-Aminolevulinic  Acid  (5-ALA),  ; 
antimelanoma  treatment  that  will  sta 
clinical  trials  in  January.  The  plan  is 
submit  it  for  Food  &  Drug  Administr 
tion  approval  in  1993. 

Another  vote  of  confidence:  A  5 
stake  has  been  snapped  up  by  dr  Ca] 
tal,  an  investor  group  headed  by  mo 
ey  manager  Joseph  Cohen,  whose  far 
ily  owns  the  Duane  Reade  drugsto: 
chain  in  New  York  City.  "Medicis  has 
big  future  in  the  search  for  skin-cano 
treatments,"  says  Cohen.  He  now 
that  the  company's  management 
headed  by  Chairman  Jonah  Shackm 
who  is  also  chairman  of  the  nonproi 
National  Research  Institute  for  Neur 
Injury  and  a  director  of  drugmaki 
U.  S.  Bioscience. 

Shacknai  thinks  Medicis  has  its  ovi 
promising  drug  in  Bergasol.  The  cor 
pany's  studies  show  that  topical  app 
cation  of  Bergasol  on  skin  that  h< 
been  exposed  to  solar  radiation  reduce 
abnormalities  that  can  produce  melan 
ma,  the  deadliest  skin  cancer.  Now  b 
ing  sold  in  Europe,  the  drug  will  I 
submitted  for  FDA  approval  within  si 
months.  Medicis  shares  are  at  25/16 
from  VA  in  July.  Some  pros  think  th 
stock  will  double  over  the  next  year. 
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If  the  last  few  pages 
lidri t  convince  you  that 
Microsoft  Excel  3.0  is 

the  best  Windows 
preadsheet,  maybe  the 
next  ninety  days  will. 


Since  its  introduction,  Microsoft  Excel  for  Windows  has 
been  receiving  rave  reviews  from  the  experts. 

Now's  your  chance  to  review  it  for  yourself,  along  with  a 
ninety  day  money  back  guarantee! 

And  if  you're  currently  using  any  version  of  Lotus  1-2-3, 
you  can  upgrade  to  Microsoft  Excel  3.0  for  only  $129.** 

For  more  information,  call  us  at  (800)  323-3577  Depart- 
ment W58.  There's  never  been  a  better  time  to  start  using  the 
best  spreadsheet  for  Windows. 
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's  reserved  Murosott  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Lorporatwn  Lotus  and  1  -2-3  are  registered  trademark',  of  Lotus  Development  Corporation 
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APPLE  GETS  A  LITTLE  MORE 
HELP  F  ROM  ITS  FRIENDS 


If  its  Sony-made  laptop  is  a  hit,  the  two  may  team  up  again 

■  t  mav  well  bp  the  broadest  nroduct     American  comnanips."  The  hot. 


■  t  may  well  be  the  broadest  product 
I  announcement  in  Apple  Computer 
Bine's  14-year  history.  On  Oct.  21,  the 
personal-computer  maker  is  set  to  unveil 
six  new  machines,  all  with  different 
shapes,  sizes,  colors,  and  power  levels. 
But  it's  the  smallest  computer  of  the 
bunch,  the  PowerBook  100  laptop,  that 
could  eventually  prove  most  important: 
That  machine  marks  the  first  time  Apple 
has  pasted  its  rainbow-colored  logo  on  a 
computer  made  by  another  company. 

The  other  company  is  Japan's  Sony 
Corp.,  which  got  the  job  of  building  the 
$2,300  laptop  after  Apple  decided  it 
didn't  have  the  miniaturization  skills 
needed  to  produce  the  5.1-pound  comput- 
er. This  deal  shows  that  Apple's  recent 
linkup  with  IBM,  aimed  at  developing  fu- 
ture technology,  is  no  isolated  maneu- 
ver. Both  Apple  and  Sony  insiders  say 
the  PowerBook  100  may  be  the  first  in  a 
series  of  products  built  for  Apple  by  the 
Japanese  consumer-electronics  giant. 
runaway.  That's  a  big  change  for  the 
chauvinistic  Apple.  But  it's  also,  Apple 
executives  say,  an  acknowledgment  that 
in  the  intensely  competitive  PC  market, 
they  can  no  longer  wait  for  their  inter- 
nal development  teams  to  do  everything. 
"This  is  a  new-products  company,"  says 
Apple  Chairman  John  Sculley.  "We  in- 
tend to  drive  our  new-product  introduc- 
tions. That  may  mean  we  do  it  with  alli- 
ances, with  Japanese  companies,  or 


American  companies."  The  bottom  line  is 
speed:  short  product  life  cycles  and  fre- 
quent introductions.  Indeed,  Sculley  pre- 
dicts that  the  new  computers,  plus  some 
printers  announced  earlier  in  October, 
will  account  for  857°  of  Apple's  reve- 
nues— projected  by  analysts  at  $7.2  bil- 
lion— for  fiscal  1992,  ending  next  Sept. 
30.  In  fiscal  1991,  new  products  account- 
ed for  just  35%  of  sales,  he  says. 

Some  of  Apple's  new  products  are 
coming  much  later  than  customers 
would  have  liked.  Due  on  Oct.  21  are  the 
Sony  notebook  machine,  two  larger  Ap- 
ple-made laptops,  and  some  full-size 
computers  (table).  But  the  new  laptops 
arrive  two  years  after  similar  IBM  PC- 
compatible  machines.  And  just  as  Apple 
is  announcing  black-and-white-screen 
laptops,  Epson,  AST  Research,  and  others 
will  announce  color  machines. 

Still,  early  word  of  mouth  for  Apple's 
slew  of  new  products  has  been  positive. 
After  the  failure  of  the  clunky  Macin- 
tosh Portable,  announced  two  years  ago, 
there  remains  huge  pent-up  demand 
among  Mac  lovers  for  laptop  and  note- 
book machines.  Analysts  are  already 
predicting  that  the  company's  three  new 
laptops,  priced  between  $2,299  and 
$4,599,  will  be  runaway  hits.  The  compa- 
ny could  sell  300,000  laptops  in  the  next 
12  months,  says  First  Boston  Corp. 

Dealers  are  predicting  shortages  of 
Apple  laptops  through  early  next  year — 
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WHAT'S  COMING  FROM  APPLE 


$7,199-$9,199  Built  around  Mo- 
torola's 68040  microprocessor,  this 
computer  will  store  data  for  Macs 
linked  on  a  network 

',699-$7,699  Apple's  most  pow- 
i  ful  desktop  model  ever.  Based  on 
te  68040  chip 


MAC  CLASSIC  II 


'  -$2,399  Update  of  last 
5  low-cost  winner.  Built  around 
'  K 10  chip,  it  is  twice  as  fast 


$2,299-$2,499  Made  by  Japan's 
Sony  Corp.,  this  5.1-pound  machine 
has  no  built-in  floppy  disk-drive,  but 
it  does  come  with  hard-disk  storage 


ERBOOK  140 


$2,899-$3,499  This  6.8-pound 
computer  runs  on  Motorola's  68030 
microprocessor 


SCULLEY:  MORE 
ALLIANCES 
MAY  BE  ON 
THE  WAY 


in  part  because  of  anticipated  heav] 
mand  and  Apple's  warnings  that  itflt. 
not  have  enough  screens  to  build  ara* 
quate  supply  of  notebooks.  "Everylj 
is  going  to  want  these  and  want  n 
right  now,"  says  Joe  Popper,  pres* 
of  Computer  Gallery  in  Cathedral  Si 
Calif.  "They're  so  hot,  they're  smok 
muscle.  Apple  may  also  have  a  bi 
with  its  new  $1,899  Mac  Classic 
more  powerful  version  of  the  Mac 
sic.  Designed  for  the  home  and  i 
business  markets,  it  is  aimed  at  cor 
ing  Apple's  market-share  expansion 
original  $999  Classic,  introduced  a 
ago,  muscled  Apple's  market  share 
10.7%  of  unit  sales  through  comj 
stores  in  1990  to  16.2%  today,  accoi 
to  market  researcher  StoreBoard/ 
puter  Intelligence.  But  Apple  has 
the  price  in  earnings,  which  analyst: 
ure  will  be  slightly  below  last 
$474.9  million,  despite  an  estimated  H 
jump  in  revenues,  to  $6.3  billion. 

Apple  can  expect  higher  margins  :| 
its  pricier  machines,  including  the  1 
dra  900,  a  $7,199  "file-server"  to 
Mac  networks.  That  machine  is 
tioned  well  for  an  exploding  market 
searcher  Dataquest  Inc.  figures 
server  sales  will  jump  88%,  to  511 
units,  this  year. 

But  it's  the  Sony  laptop  that  the  i 
puter  industry  will  be  watching, 
does  well,  Apple  may  follow  up  wi 
slew  of  new  machines  made  by  Sony 
others,  including  a  smaller  notebook§if»ii 
handheld  devices,  pagers,  and  pers 
organizers.  For  now,  the  company  seiram 
to  have  decided  that  it  doesn't  ma 
which  company  makes  the  inside; 
long  as  the  Apple  logo  is  on  the  outs 
By  Kathy  Rebello  in  Cupertino,  C  taigt 
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POWERBOOK  170 


$4,599  Similar  to  the  140,  this  ma- 
chine has  a  faster  chip,  so  software 
runs  50%  faster 


DATA:  COMPANY  REPORTS 
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DEVELOPING 
WORLD-CLASS 
EXECUTIVES 


THE  MICHIGAN 
BUSINESS  SCHOOL 


r  more  than  40  years,  we  have  been  educating  the  world's  executives, 
ith  a  world-renowned  faculty  and  programs  designed  to  better  pre- 
re  executives  with  fresh  thinking,  competitive  insight,  and  new 
ategic  competencies,  The  Michigan  Business  School's  Executive 
ograms  rank  highest  worldwide  for  the  number  of  executives  attend- 
e>  university-based  management  programs.* 

nong  the  many  programs  to  choose  from  are  The  Global  Leadership 
ogram,  The  Executive  Program,  The  Human  Resource  Executive 
ogram,  and  The  Manufacturing  Executive  Program.  Executives  from 
e  world's  leading  corporations  including  Sony,  AT&T,  ICI,  GE,  Honda, 
VI,  IBM,  Philips  International,  Ford,  Hitachi,  Eastman  Kodak,  Thomson 
msumer  Electronics,  Nomura  International,  Singapore  Airlines 
I  id  many  more  have  participated  in  these  innovative  programs. 

the  last  two  years,  75%  of  Fortune  200  companies  have  chosen  to 
nd  their  executives  to  programs  at  The  Michigan  Business  School. 


uricker's  International  Directory  of  Executive  Programs,  1991. 


Find  out  for  yourself  why  thou- 
sands of  executives  throughout 
the  world  enroll  in  these  inten- 
sive and  stimulating  programs. 
For  more  information,  call 
(313)  763-1003  or  write  to  The 
University  of  Michigan,  School 
of  Business  Administration, 
Executive  Education  Center, 
Ann  Arbor,  Michigan, 
48109-1234. 


The  University  of  Michiga* 

"Leaders  and  Best" 
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COMPUTERS  I 


CAN  DEC  SQUEEZE 

ONE  LAST  BLAST  FROM  VAX? 


It's  betting  on  a  new  chip  to  stem  the  exodus  to  RISC  designs 


E 


veryone  likes  a 
winner.  And  for 
I  much  of  the  1980s, 
Digital  Equipment 
Corp.  was  a  big  one  as 
it  gained  thousands  of 
new  customers  with  its 
VAX  minicomputers. 
Their  powerful  soft- 
ware and  easy  network- 
ing were  just  what 
banks,  manufacturers, 
and  other  companies 
were  looking  for  to  re- 
place and  extend  their 
mainframe  complexes. 

But  in  the  past  few 
years,  the  VAX  design, 
now  15  years  old,  has 
been  overshadowed. 
dec's  nemesis,  IBM,  has 
staged  what  even  DEC 
President  Kenneth  H. 
Olsen  calls  a  "brilliant" 
comeback  in  minis  with 
its  AS/400  series. 
Worse,  the  reduced  in- 
struction-set computing 
(RISC)  technology  adopt- 
ed by  rivals  such  as 
Hewlett-Packard,  Sun 
Microsystems,  Pyramid 
Technology,  and  IBM — and  a  growing 
host  of  others — has  left  VAX  looking 
overpriced  and  underpowered.  The  gap 
is  so  wide  that  DEC's  acknowledged  su- 
periority in  software  is  no  longer  enough 
to  keep  customers  VAXinated.  The  result: 
dec's  share  of  the  midrange  computer 
market  has  slipped  from  a  high  of  15.6% 
in  1987  to  11.9%  last  year. 

SECRET  WEAPON.  DEC  has 

its  own  plans  to  adopt  RISC 
•hnology  and  marry  it  to 
s  huge  array  of  software, 
si  the  machines  to  make 
happen    won't  be 
for  perhaps  two 
In  the  meantime, 


for  dollar  in  most  busi- 
ness jobs,  dec's  secret 
weapon:  a  VAX  proces- 
sor chip  that  cranks 
through  upwards  of  30 
million  program  instruc- 
tions per  second — 
equaling  RISC  designs 
from  Sun  Microsystems 
Inc.  and  other  suppliers. 

If  they  succeed,  the 
new  machines  could 
halt  a  debilitating  sales 
and  earnings  slide. 
DEC's  earnings  have 
tumbled,  from  $9.90  a 
share  in  the  year  ended 
June  30,  1988,  to  59<f  in 
fiscal  1990.  And  in  fiscal 
1991,  price  battles  and 
$1.1  billion  in  charges  to 
eliminate  11,000  jobs 
left  DEC  with  its  first 
loss  as  a  public  compa- 
ny— $617  million,  or 
$5.08  a  share. 

Fiscal  1992  is  getting 
off  to  a  dismal  start, 
too.  Analysts  weren't 
expecting  dec's  first 
quarter,  ended  Sept.  30, 
to  even  match  the  mis- 
erable $26  million  net  profit  of  a  year 
ago.  Underlying  it  all,  reckons  John  B. 
Jones,  a  computer  analyst  at  Montgom- 
ery Securities:  a  veritable  crash  in  VAX 
sales,  from  $3.43  billion  in  fiscal  year 
1988  to  $3  billion  in  fiscal  1991  (chart). 

For  years,  DEC  relied  on  regular  per- 
formance boosts  and  price  cuts  to  keep 


0,  ■ 
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mpany  is  maneuver- 
-  get  one  last  blast 
lite  original  VAX.  On 
10,   DEC  plans  to 
a  new  line  of  ma- 
that  it  says  will 
l  SC  machines  dollar 
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THE  VAX 
SALES  SLUMP... 


...HAS  PUSHED 
DOWN  EARNINGS 


A  MILLIONS  OF  DOLLARS 
DATA:  MONTGOMERY  SECURITIES 


'92      '88  '89  '90  '92 

▲  BILLIONS  Of  D01URS  EST. 

DATA:  COMPANY  REPORTS,  PAINE  WEBBER  EST 


VAX  competitive  for  new  customers 
the  performance  advantages  of 
have  become  too  compelling.  At  f 
the  damage  was  confined  to  techt 
markets  where  workstation  makers  s 
as  Sun  thrived  at  dec's  expense 
now,  RISC  is  spreading  to  the  larger  c 
mercial  market,  too:  In  a  standard  i 
sure  of  performance — namely,  1 
many  bank  accounts  a  system  can 
date  each  second — HP  and  IBM  RISC 
es  score  as  much  as  60%  higher  t 
comparably  priced  VAXs.  dec  won't 
ment  on  its  forthcoming  machines 
analyst  Robert  Vautrain  at  market 
searcher  InfoCorp  figures  they  wit 
two  to  three  times  better  than  cun 
VAXs,  putting  DEC  "back  in  the  race 
They  had  better.  After  pooh-pool 
RISC  for  years,  DEC  now  recognizes 
urgent  it  is  to  make  RISC  work  for  it, 
Yet  its  efforts  to  build  a  so-called  RE 
VAX,  code-named  Alpha,  won't  bear  f 
until  1993  at  the  very  earliest. 

SCALED-DOWN  CHARGES.  Until  then, 

tober's  models  are  the  company's  t] 
bet  to  halt  customer  defections.  C 
Geigy  Corp.,  based  in  Ardsley,  N.  J., 
been  flirting  with  RISC  technology 
two  years,  purchasing  Silicon  Grap' 
Inc.  workstations  to  do  jobs  that  use< 
be  run  on  VAX  minis.  Daniel  W.  Mai 
who  oversees  Ciba-Geigy's  DEC  com 
ers,  says  the  new  vaxs  represent  for 
company  "an  opportunity  to  stay  o] 
petitive"  without  moving  away  from 
VMS  operating  system  (the  VAX's 
software),  which  has  been  a  main  d 
for  Ciba  and  many  other  customers. 

But  DEC  is  finding  that,  because  o 
high  prices,  VAX  software  is  losing  s 
of  its  appeal,  too.  DEC  has  been  chargl 
top  dollar  for  software,  especially  cd 
pared  with  VMS's  main  competitor,  j 
Unix  operating  system  from  Ameri 
Telephone  &  Telegraph  Co.  When  a  c 
tomer  shifts  to  a  more  powerful 
processor,  for  instance,  DEC  requires 
to  relicense  all  of  its  DEC-supplied  S( 
ware — at  hefty  fees.  With  the  threat 
customer  defections  mounting,  DEC  s 
it  will  now  start  charging  according 
the  number  of  people 
ing  its  software,  not  p 
cessor  size. 

Regaining  growth 
mini  sales  is  likely  to 
further  off.  At  best,  DE 
speedy  new  VAX  chips  \ 
have  only  six  months 
fore  they  are  leapfrog^ 
by  a  new  RISC  system.  I, 
by  then,  the  VAX  may  hf 
regained  enough  steam 
ensure  the  success  of 
own  RISC-y  reincarnatior 
By  Gary  Mc  Williams 
Boston 
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A  Great  Deal  for  Business  Week  Readers . . . 
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$17.95 

Softcover 

30064 
$14.95 
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Quality  Books,  Dependable  Service 

As  a  Business  Week  Book  Club  member,  you'll  save  up  to  50%  off  the 

publisher's  prices  on  a  wide  selection  of  quality  books  carefully  chosen  to  meet 
your  needs.  Every  3  or  4  weeks,  members  receive  the  Club  bulletin,  together 
with  a  dated  Reply  Card.  If  you  want  the  Main  Selection,  do  nothing— it  will  be 
shipped  to  you  automatically.  If  you  want  another  selection,  or  no  book  at  all, 
just  indicate  your  choice  on  the  Reply  Card  and  return  it  by  the  date  specified. 
You'll  always  have  at  least  1 0  full  days  to  decide  If  the  Club  Bulletin  ever  arrives 
late  and  you  receive  a  Main  Selection  you  don't  want,  return  it  for  credit  at  our 
expense. 

Big  Savings  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  every 
book  you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan,  which 
allows  you  savings  of  up  to  80%  off  the  publisher's  price. 

Easy  Terms.  Your  only  obligation  is  to  buy  two  more  books  at  regular  Club  prices 
during  your  first  12  months  of  membership,  after  which  you  enjoy  the  benefits 
of  membership  with  no  further  obligation. 

Our  Guarantee. . .  If,  because  of  late  delivery  of  the  bulletin,  you  receive 
a  Main  Selection  you  don't  want  you  can  always  return  it  at  our  expense. 
In  fact,  if  any  selection  ever  fails  to  meet  your  expectations,  you  can  return 
it  for  a  complete  refund ...  no  questions  asked. 
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BusinessWeek 


Blue  Ridge  Summit,  PA  17294-0795 

I  I  YES!  Rush  me  the  following  titles,  billing  me  just  $4.97  (plus  shipping/handling 
&  tax,)  and  enroll  me  as  a  member  of  the  Business  Week  Book  Club. 

Note;  Any  'Counts  as  2'  title  may  be  chosen  instead  of  2  single  selections. 

Code  #  of  my  4  books  for  $4.97 


Code  #  of  my  FREE  book 

I  agree  to  purchase  just  two  more  selections  during  my  first  year  of  membership 
as  outlined  under  the  Club  plan  described  in  this  ad.  A  shipping/handling  charge, 
and  local  tax  is  added  to  each  shipment.  Membership  in  the  Club  may  be 
cancelled  by  the  Club  or  me  any  time  after  the  two  book  purchase  has  been 
fulfilled. 


Name. 


Initial  Here . 


Address/Apt  #  

City/State/Zip   

All  books  hardcover  unless  otherwise  noted  Publishers'  prices  shown  Offer  valid  lor  new  members  only, 
subject  to  acceptance  by  McGraw-Hill  Foreign  customers  must  remii  in  U  S  funds  drawn  on  U  S  banks, 
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FAST  FOOD  I 


WITH  TOM  MONAGHAN  BACK, 
CAN  DOMINO'S  DELIVER? 


During  the  founder's  two-year  absence,  it  lost  ground  to  Pizza  Hut 


A few  Sundays  ago,  the  founder  of 
Domino's  Pizza  was  lounging  on 
his  bed  reading  when  his  daugh- 
ter called.  She  needed  help  at  the  Domi- 
no's she  owns  in  Ypsilanti,  Mich.  So 
Thomas  S.  Monaghan  hustled  over, 
tossed  a  few  pies,  then  made  a  delivery. 
His  tip:  a  big  90$. 

Tom  Monaghan  is  back.  In  1989,  the 
inventor  of  mass-market  pizza  delivery 
stepped  back  from  day-to-day  operations 
at  Domino's  while  he  tried  to  sell  the 
private  company,  of  which  he  is  almost 
sole  owner,  for  $1.2  billion.  He  didn't 
find  any  takers  willing  to  pay  more  than 
half  that.  "I  picked  the  worst  time  in 
history  to  try  to  sell  a  company  of  this 
size,"  Monaghan  now  says.  While  the 
sales  effort  went  on,  fran 
chisees  grew  restive. 
Monaghan  admits  this 
all  hurt  operations 
"Employees  didn't 
know  who  their  new 
owners  were  going 
tu  !»" 

Now,  Domino's  is 
off  the  block.  Since 
April,  Monaghan  has 
icen       reac-  ^ 


quainting  himself  with  the  details  of  the 
business.  Back  to  full  speed  only  recent- 
ly, he's  overseeing  the  efforts  of  the 
management  team  that  ran  the  show  in 
his  absence,  headed  by  President  P.  Da- 
vid Black,  41,  who  started  out  as  a  Domi- 
no's driver.  Monaghan  is  also  touring 
the  franchises,  pressing  the  flesh  in  the 
style  of  his  hero,  mer- 
chant Sam  M.  Walton. 

As  Monaghan  refo- 
cuses  on  his  chain,  the 
many  distractions  that 
once  filled  his  time  are 
dropping  away.  Gone 
are  a  travel  agency  and 
the  Domino  Effect,  a 
three-masted  tall  ship. 
Shopping  centers  and  a 
sports  cable  network 
may  go.  Board  di- 
rectorships at  most 
of  the  16  Catholic 

organizations  and  colleges  he's  in- 
volved with  will  go,  too.  Says 
Monaghan:  "This  is  what  God  want- 
ed me  to  do:  Push  pizzas." 
He'll  have  to  use  plenty  of  elbow 
grease.  The  competition  has  grown  as 
hot  as  a  blast  from  a  pizza  oven.  Last 
year,  giant  rival  Pizza  Hut  Inc.,  a  unit  of 
PepsiCo  Inc.,  posted  a  20$  jump  in 
overall  revenues,  to  $4.9  billion  from 
$4.1  billion  in  1989.  But  for  Ann 
Arbor-based  Domino's,  sales  at 
company-owned  and  franchised 
outlets  rose  only  6%,  to  $2.65  bil- 
ion  from  $2.5  billion,  well  below 
the  sizzling  growth  rates  of  the 
1980s  (chart).  "Franchising  has 
matured  while  Monaghan  was 
away,"  says  Thomas  Burnham, 
former  general  counsel  of 


6 

A  SMALLER  SLICE 

4 

SALES  OF  DOMINO'S  PIZZA 
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46%  last  y< 
seen  erosic  f[i 


Domino's  Pizza  International. 


"This  is  not  the  simple,  nice  Ozzie- 
Harriet  world  it  used  to  be."  Burh: 
now  has  a  chain  that  delivers  Chii] 
food. 

Domino's  pioneered  mass-market 
za  delivery  in  1960,  and  it  still  has  ha 
any  in-store  service.  But  with  res 
rant-industry  sales  virtually  flat,  the 
annual  growth  of  the  $6  billion  pi 
delivery  market  is  luring  hungry  ri\ 
Pizza  Hut,  the  No.  1  pizza  player  in 
taurants,  has  been  successfully  poaci 
on  Domino's  turf. 

water  balloons.  Since  1986,  Pizza 
has  equipped  half  of  its  7,000  units 
home  delivery.  Industry  analysts  fig 
Pizza  Hut  has  captured  a  quarter  of 
delivery  market,  while  Domino's  sh 
of  delivery,  still  the  largest,  fell  fi 
about  50$  in  1989  to 
"We've 

concedes  Mike  R 
mond,  Domino's  vr 
keting  vice-preside 
To  further  that  eros 
Pizza  Hut  spent  hal 
its  TV-ad  budget 
year  on  Domino's-ba 
ing  commercials 
spot  showed  two  Do 
no's  drivers  lunching 
Pizza  Hut  pizza 
PepsiCo  unit's  chief 
ecutive,  Steven  S.  Rc 
emund,  brags  that  e\ 
Boris  Yeltsin  ordered  out  from  a  M 
cow  Pizza  Hut  during  the  Soviet  cc 
attempt. 

Domino's  franchisee  Robert  A.  Bri 
knows  how  tough  the  pizza  wars  h 
become.  Briggs  recently  spotted  a  clo 
in  front  of  a  rival  Pizza  Hut  in  Indep 
dence  (Mo.)  carrying  a  sign  advertis 
daily  specials.  Briggs  then  paraded 
front  of  the  Pizza  Hut  hawking  Doi 
no's  discounts.  An  argument  ensu 
and  water  balloons  flew.  Briggs  figui 
things  got  out  of  hand,  because  the  n( 
thing  he  knew,  he  was  coming  to  on  t 
sidewalk.  Local  Pizza  Hut  restaur; 
managers  won't  comment,  and  Brig 
did  not  press  charges 

Corporate  strategies  to  win  the  piz 
wars  may  not  be  as  scrappy,  but  they 
closely  guarded:  Domino's  insists  that 
managers  wear  photo  IDs  at  major  co 
pany  meetings  to  ensure  that  compe 
tors  can't  sneak  in.  But  the  broad  thei 
of  Monaghan's  new  strategy  is  a  ba< 
to-basics  focus  on  delivery.  That  mea 
backing  out  of  experiments  with  oth 
formats.  An  effort  to  sell  Domino's  piz 
at  Burger  King  outlets  has  been  ca 
celed  by  mutual  agreement.  Take-o 
stands  at  places  such  as  airports  a 
out,  too. 

Domino's  is  testing  a  joint  ventu 
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A  picture  so  real  it  could  fool 
the  Audubon  Society. 


J! 


l.Brij 
si's  ha 
1  a  cloi 
Wept 
vertisii 
u 

I 

ensue 
>fi| 
the  nc 
a  on  tl 
«ra: 

Brigl 

;  -  piz! 


jorcoi 
vimpel 


oth( 

icai 
■Hi. 
if 

entui 

■m 


Is  this  a  television  set  or  a 
tropical  bird  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravision,  even  the 
most  avid  bird  watchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic*  the 
ultimate  in  audio. 

Call  1-800-HITACHI  for  your 


nearest  dealer  and  see  how  digital 
convergence,  fine  definition  and 
horizontal  resolution  up  to 
1,000  lines  make  Ultravision  the 


ultimate  home  theater.  After  all,  in 
this  case,  a  picture  really  is  worth  a 
thousand  words. 

0  HITACHI 


)  1991  Hitachi  Home  Electronics  I  America  |,  inc.  Dolby  Surround  is  a  registered  trademark  of  Dolby  Laboratories  Licensing  Corporation. 
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From  the  Washington  Shoe 
Company  in  Seattle,  Washington,  to 
Warwick  Catering  of  Philadelphia, 
Pennsylvania.  AT&T  wants  you  back.  If 
your  business  left  AT&X  but  didn't  save 
what  you  had  hoped.  If  you  miss  AT&T's 
fast  connections  for  calls  and  faxes.  If 
you  prefer  AT&T  operator  assistance  for 
international  calls.  If  you  simply  think 
AT&T's  quality  is  better.  Now  you  can 
afford  to  come  back. 

AT&T  PRO®  WATS.  A  discount 
plan  that  gives  you  AT&T  quality  at 
very  competitive  prices— 4%  to  19% 
off  our  regular  rates*  These  discounts 
apply  to  all  domestic,  international 
and  AT&T  Calling  Card  calls  that  are 
direct-dialed.  With  our  competitive 
prices,  now  you  can  choose  long 
distance  service  purely  on  the  basis  of 
who's  best.  And  for  most  businesses, 
that's  no  contest. 

There's  more.  Switch  now,  and 
we'll  even  give  you  one  month  of  long 
distance  service  free** One  call  is  all  it 
takes  to  switch— there's  no  downtime, 
no  hassles,  no  new  lines  or 
equipment. 

For  every  business  in  America 
that  doesn't  want  to  settle  for  second 
best.  We  want  you  back. 

Call  1  800  222-0400  today. 


Chicago,  Illinois 


e  Corporation 


with  American  Telephone  &  Telegraph 
to  develop  a  toll-free  telephone  number 
that  would  allow  customers  to  call  one 
number  anywhere  in  the  country  while  a 
computer  routes  calls  to  the  nearest  out- 
let. That  way  Domino's  will  have  just 
one  number  to  promote,  and  pizza- 
hungry  consumers  will  have  just  one 
number  to  memorize,  whether  they're  at 
home,  at  work,  or  on  vacation.  The  com- 
pany says  the  new  system  will  produce 
annual  savings  of  $2.5  million  in  Yellow 
Pages  advertising. 

too  austere?  Then  there's  a  new  ad 
campaign,  which  Monaghan  and  Black 
say  is  needed  to  counter  a  perception 
that  Domino's  sells  mediocre  pizza.  In 
April,  the  company  dropped  a  local  agen- 
cy, Group  243,  and  switched  to  Grey  Ad- 
vertising Inc.  in  New  York.  The  theme 
of  the  new  $60  million  campaign:  "No- 
body knows  like  Domino's."  The 
straightforward  ads  push  Domino's  fla- 
vor and  its  leadership  in  home  delivery. 

The  company  has  also  been  slashing 
costs.  The  regional  offices  are  down 
from  16  to  9,  and  should  drop  further  to 
four  or  five.  Gone  are  Domino's  corpo- 
rate jet,  40-seat  prop  plane,  and  helicop- 
ter. The  sale  of  the  private  air  force 
brought  a  one-time  $6.4  million  gain  and 
will  save  an  additional  $2  million  in  an- 
nual operating  costs.  Sports  sponsor- 
ships of  an  Indy  car  racing  team  and 
national  team-tennis  tournaments  are 
also  out,  saving  another  $2.5  million  a 
year.  Finally,  a  giant  Christmas  display 
that  attracted  500,000  people  annually  to 
Domino's  headquarters — and  cost  $1  mil- 
lion to  run — has  been  canceled  for  good. 
Such  efforts  helped  boost  1990  operating 
profit  45%  to  a  still-low  $14  million, 
about  the  same  level  as  in  1988. 

Some  industry  executives  wonder  if 
Domino's  is  too  austere,  or  focused  to 
the  point  of  inflexibility.  The  company 
underwent  a  big  internal  debate  last 
year,  for  example,  before  it  decided  to 
risk  complicating  operations  by  offering 
diet  cola.  One  outside  marketing  execu- 
tive who  worked  with  the  chain  says 
Domino's  has  been  slower  than  rivals  in 
introducing  pizzas  with  extras  such  as 
pepperoni  or  extra  cheese  to  satisfy  con- 
sumers who  want  something  different. 

Domino's  executives  figure  they  are 
offering  specials  at  a  pace  that  won't 
gum  up  speedy  delivery.  And  insiders 
ire  simply  glad  that  a  clear  strategy  is 
•■merging  after  the  period  of  drift.  Says 
ranchisee  Frank  O.  Meeks,  who  owns 

>  outlets  around  Washington,  D.  C.: 
; >ino's  was  on  hold  for  two  years, 
franchisees  are  relieved  to  have 
P*  "han  back."  Monaghan  can  only 
hi  !  is  strategy  restores  strong  sales 
ant'  .  it  growth.  After  all,  he  sure 
isn't  ba  k  for  the  tips. 

By  Lisa  Driscoll  in  New  Haven  and 
David  Woodruff  in  Ann  A  rbor 


STRATEGIES  I 


THE  NEW  KING  OF  THE  FORES' 
INTERNATIONAL  PAPER 


It  engineered  a  turnaround — but  now  the  industry  is  hurting 


You  can  hardly  blame  the  folks  at 
International  Paper  Co.  for  strut- 
ting a  bit.  After  languishing  for 
years  as  an  undistinguished  and  ineffi- 
cient No.  3,  IP  had  average  annual  profit 
growth  of  63.3%  between  1986  and  1989. 
Thanks  to  a  smart  acquisition  spree,  IP  is 
now  the  leader  in  the  paper  industry 
worldwide.  But  even  IP  is  discovering  it 
can't  maintain  its  earnings  momentum  in 
the  unforgiving  paper  business. 

There's  no  doubt  that  Chief  Executive 
John  A.  Georges  has  substantially  re- 
made the  company  since  his  arrival  in 
1984.  To  make  IP  less  vulnerable  to  the 
wild  cyclical  swings  of  the  U.  S.  indus- 
try, he  has  vastly  expand- 
ed its  presence  overseas 
and  increased  its  focus  on 
high-margin  specialty 
products.  But  even 
though  these  moves  have 
helped  the  company  out- 
perform its  now-troubled 
industry,  they  haven't 
been  enough  to  prevent 
steep  profit  declines  in 
1990  and  the  first  three 
quarters  of  this  year. 
Now,  the  question  is 
whether  Georges  has  suc- 
cessfully positioned  IP  for 
a  durable  earnings  re- 
bound once  the  industry  recovers. 

If  not,  it  won't  be  for  lack  of  trying. 
Since  taking  over,  the  acquisitive 
Georges  has  plunked  down  $4.5  billion  to 
snap  up  23  paper  companies  here  and 
abroad.  Today,  $4.1  billion,  or  32%,  of 
total  sales  comes  from  exports  or  for- 
eign-based units. 

minimal  havoc.  To  further  insulate  it- 
self from  the  ups  and  downs  of  the  com- 
modity-paper business,  the  company  has 
increasingly  emphasized  specialty  items, 
such  as  photographic  papers.  These 
products  will  likely  boast  profit  margins 
of  around  13%  this  year,  compared  with 
8%  for  traditional  commodity  items,  such 
as  paperboard  and  reprographic  paper 
used  in  copying  machines.  Specialty 
products  now  constitute  14%  of  sales, 
more  than  triple  the  proportion  in  1985. 
Georges  has  also  refashioned  IP  into  a 


NOW,  GEORGES  IS  LOOKING 
FOR  FAR  EAST  ACQUISITIONS 


more  efficient  competitor.  Since  19 
has  spent  $4.8  billion  upgrading  it 
work  of  185  paper  mills  and  manuf 
ing  facilities.  It's  now  among  the  lo 
cost  producers  in  the  industry,  an; 
say.  Adds  Thomas  C.  Graham,  a  c( 
ny  director  and  chairman  of  Washii 
Steel  Corp.:  "Georges  has  taken  a 
pany  that  was  a  dog  in  the  industr 
made  it  into  the  best." 

This  dog  is  now  definitely  the  1< 
of  the  pack.  Soft  demand  has  mea 
industrywide  earnings  falloff,  anc 
profits,  excluding  a  onetime  char 
$212  million,  were  down  18%  last  ye; 
$706  million,  on  $13  billion  in  sales 
earnings  fell  by  as 
as  72%  at  archrival 
Cascade  Corp.  And  pi 
for  the  industry 
whole  sank  26%.  Int 
tional  Paper's  stock 
formance   has  also 
paced  rivals'  (chart). 

Now,  the  60-yea 
Georges  wants  IP  to 
come  even  less  depen 
on  the  U.  S.  market, 
scouting  for  new  acc 
tions,  particularly  in 
Far  East.  "I'm  looking 
possible   deals  all 
time,"  he  says.  IP  cer 
ly  can  handle  another  big  buy  or 
Since  virtually  all  of  Georges'  deals 
been  paid  for  in  cash  or  stock,  the 
pany's  long-term  debt-to-capital  ratio 
reasonable  32%,  vs.  40%  industrywk 

One  area  in  which  Georges  has 
some  lumps  has  been  IP's  labor 
tions,  which  were  strained  by  his 
cutting  campaign  and  what  union 
ers  decry  as  heavy-handed  tact  >■ 
During  a  1987  contract  dispute  over 
posed  cuts  in  wages  and  benefits 
brought  in  replacement  hands 
locked  out  some  1,200  striking  wor 
at  a  mill  in  Mobile,  Ala.  That  loci  s 
resulted  in  a  16-month  strike  by 
other  IP  paper  mills  nationwide. 

In   the   end,   an  agreement 
struck — but  the  United  Paperworl 
International  Union  has  filed  claims 
the  National  Labor  Relations  Bo 
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'RUNG  PAPER:  EUROPEAN  OPERATIONS,  DISTRIBUTION,  AND  SPECIALTY  PAPERS  BRING  IN  ABOUT  A  THIRD  OF  IP'S  $706  MILLION  IN  EARNINGS 


sfing  that  IP  owes  its  members  more 
$40  million  in  back  pay.  Says  Mark 
i  <ks,  special-projects  director  for  the 
r.  "The  company  has  gone  from  a 
ively  enlightened  employer  to  the 
lute  worst  since  John  Georges  be- 
5  CEO."  Georges,  who  says  most  of 
labor  problems  are  behind  the  com- 
i  defends  its  stance.  "The  world 
cet  isn't  very  forgiving.  You've  got 
3  cost-competitive,"  he  says, 
is  still  feeling  the  unforgivingness 
le  market.  It  recently  reported  that 
ings  in  the  first  nine  months  of  1991 
|  off  37%,  to  $345  million,  on  sales  of 
billion.  But  once  again,  IP's  numbers 
I  better  than  most.  Still,  if  the  indus- 
fails  to  make  stick  a  round  of  9%  to 
price  hikes,  1992  could  be  ugly, 
rges  is  upbeat:  "I  think  we've  hit 
om  and  are  on  our  way  back  up." 
a  rebound,  he  adds,  may  not  come 
I  1993. 

aorges  argues  that  IP  is  now  well- 
tioned  for  an  earnings  ride  when  the 
stry  recovery  arrives.  In  1985,  he 
wdly  sold  off  the  company's  remain- 
cyclical  newsprint  operations,  which 
:  accounted  for  a  third  of  pulp  and 
?r  output.  The  deal  looks  good  now: 
reprint  prices  have  fallen  23%  from 
v  tlij  r  high  of  $650  per  ton  in  1989.  To  fill 
gap,  Georges  expanded  the  compa- 
position  as  a  paper  distributor  with 
acquisition  of  Hammermill  Papers  in 
!.  It's  a  much  more  stable — and  prof- 
le — business  than  newsprint  and 
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JRPORATION 


now  accounts  for  20%,  or  about  $3  bil- 
lion, of  total  sales. 

And  consider  the  company's  Strath- 
more  Paper  unit,  which  makes  premium 
uncoated  paper  products  in  some  230  col- 
ors for  stationery,  catalogues,  and  annu- 
al reports.  It's  a  lucrative  business.  IP 
can  sell  the  paper  for  $2,500  to  $5,000 
per  ton,  vs.  the  $800  to  $900  a  ton  the 
company  fetches  for  such  commodities 
as  copy-machine  paper. 
outsider.  Bailing  out  of  newsprint  was 
an  unusual  move  for  a  large,  integrated 
paper  company,  but  Georges  has  often 
gone  against  the  conventional  wisdom  of 
the  industry.  During  the  last  upturn,  in 
1989,  rival  companies  such  as  Georgia- 
Pacific  Corp.  made  huge  investments  to 
increase  output  of  commodities  such  as 
pulp.  IP  refused.  Now,  with  prices  for 


these  products  having  fallen  as  much  as 
40%  this  year,  competitors  are  reeling. 

Georges'  iconoclasm  may  stem  from 
being  an  industry  outsider.  Like  his  pre- 
decessor, Edward  Gee,  he  was  brought 
in  from  Du  Pont  Co.  There,  Georges 
managed  its  textile  fiber  department  and 
learned  how  to  navigate  through  the 
highly  cyclical  chemical  industry.  There, 
too,  Georges  developed  what  associates 
describe  as  his  low-key  and  analytical 
managerial  style. 

Now,  Georges  will  have  to  be  sure  IP 
can  make  the  most  of  the  industry  re- 
bound. Already,  some  customers  are 
grumbling  that  IP's  new  size  has  made  it 
less  attentive  to  customer  service. 
"They're  elitist.  I  haven't  seen  one  of 
their  corporate  officers  on  these  prem- 
ises in  the  last  five  years,"  says  the 
purchasing  director  at  a  major  Midwest- 
ern manufacturer  of  business  forms. 

And  IP  may  not  be  such  a  standout 
once  prices  for  commodities  rebound, 
lifting  rivals'  earnings.  Moreover,  others 
may  decide  to  follow  IP's  lead  and  chal- 
lenge it  in  its  specialty  markets.  "The 
only  way  a  specialty  business  can  cush- 
ion you  is  if  there  are  few  other  competi- 
tors," says  one  rival. 

Indeed,  being  No.  1  brings  a  challenge 
of  its  own.  IP's  achievements  have  been 
considerable.  Now,  Georges  must  make 
sure  that  IP  is  ready  to  be  an  overachiev- 
er  again. 

By  Lisa  Driscoll  in  New  Haven,  with 
Bruce  Hager  in  New  York 
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i  a  surprise  turnaround,  three  of  Germany's  top 
motive  journals  rated  the  new  Audi  100  V-6  better 
lan  the  Mercedes  300E  2.6  and  the  BMW  525L 


jjarded  as  the  reigning  mon- 
Df  German  performance 
,  Mercedes  and  BMW  have 
;r  had  much  concern  about 
dethronement.  However, 
fore  Audi  engineers  unveil- 
)St  impressive  achievement 
e  all  new  Audi  100. 
:onducted  by  three  of  Ger- 
»  automotive  journals,  the 
esigned  Audi  100  outscor- 
te  Mercedes  300E  2.6  and 
325i. 

ling  to  AUTO  MOTOR  UND 

Audi  100  took  control  of 
1  early  and  often,  besting 

and  BMW  in  Bodywork, 
and  Control,  and  Economy. 


Compared  to  the  $42, 950  Mercedes  300E  2.6  and  the  $35,625  BMW  525i,  the  Audi 
100S  is  priced  at  $29,900*  That  includes  V-6  engine,  ABS  brakes,  driver  s  side  airbag, 
galvanized  body  and  3-year  or  50,000-mile  limited  warranty.** 


t\\\\\  Sensation: Audi 
rtfr  besieralsBUW 
Ulll]undMerted& 

Dodi  bald  Autobahnoebilhrwi? 
Neuer  Ferrari  Testprwuip-^, 

Weldie  Diesel  Steuem  sparer! 

w  Audi  100  was  rated  better  than  its 
in  three  separate  tests  conducted  by  these 
man  automotive  publications. 

i  succeeded ...  in  not  just 
evel  with  the  competition, 
lg  ahead  of  it" 
d  seem  that  the  eight  years 
neers  had  labored  over  this 
Audis  had  indeed  paid  off. 
s  Borchman,  editor  of  auto 
,  "The  new  Audi  100  is  no 
imber  three  among  the  dis- 
1  German  marques,  but, 
proves,  number  one." 
tjournalists  at  MOr  made 
ous:  "The  Audi  is  clearly 
ting  winner." 


Both  on  the  surface  and  beneath  the 
skin,  the  new  100  differs  dramatically 
from  its  predecessors.  The  styling  is 
more  dynamic.  The  interior  is  roomier. 

And  the  venerable  5<ylinder 
power  plant  has  given  way 
to  a  172hp  V-6  engine  with 
superior  low-end  torque. 

One  area  that  wasn't  tested 
but  should  be  mentioned 
is  the  Audi  Advantage:  A 
program  that  includes  the 
cost  of  all  scheduled  main- 
tenance, even  oil  changes,  for 
three  years  or  50,000  miles. 
Neither  Mercedes  nor  BMW  can  top 
it  Nor  can  they  any  longer  claim  to  be 
at  the  top  of  this  class.  That  honor  now 
belongs  to  the  new  Audi  100. 


AUDI  100S  AT  A  GLANCE 

GENERAL:  Front-wheel  drive,  5-passenger 
sedan,  4-door  galvanized  body 
ENGINE:  2.8-liter  SOHC  V-6,  iron  block, 
aluminum  heads,  172hp.  Multi-path  induc- 
tion system 

DRIVETRAIN:  4-speed  automatic  or  5- 
speed  manual  transmission 
STEERING:  Rack-and-pinion,  power- 
assisted,  vehicle  speed-sensitive 
BRAKES:  ABS,  power  vented  front  discs, 
rear  discs 

PERFORMANCE:  0-60  mph  in  8.8  sec/ 

Top  track  speed  130  mph  (manual  version) 

26  mpg  Highway,  19  mpg  City+ 

MAJOR  STANDARD  EQUIPMENT: 

Drivers  side  airbag,  automatic  tensioning 
front  seatbelts,  power  steering,  windows, 
seats,  and  locks,  A/C,  cruise  control,  tilt  and 
telescopic  steering,  two-way  power  sunroof 
SOUND  SYSTEM:  8-speaker  AM/FM  stereo 
radio/cassette  w/anti-theft  features 

*firues  bawd  cm  MSKI'  unlh  man.  tram. ,  rxrhulmg  taxes,  Iweiiv,  freight, 
dealer  charges  and  options  Equipment  levels  iv/r\'  Prices  wtbject  tt>  rfiange 
**See  dealer  Jar  details.  '  IW2  EPA  estimate 


For  the  Auto  Motor  Und  Sport  test  results,  call  1-800 -FOR- AUDI. 
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Investing 


HOW  TO  GET  A  GOOD  YIELD 
AND  A  DECENT  NIGHT'S  SLEEP 


For  many  people,  search- 
ing for  high  yields  has 
become  an  obsession.  As 
rates  on  supersafe  certificates 
of  deposit  and  money-market 
funds  wither  away,  invest- 
ment  risk,  once  anathema  to 
servative  investors,  is  be- 
.  :ig  more  acceptable.  That 
nhanced  the  appeal  of 
\isting  bond  funds  and 
sparked  mutual-fund  houses 
to  launch  a  spate  of  new  in- 
vestments. But  investors  need 
to  examine  fund  holdings 


carefully  to  make  sure  they 
understand  the  risks  as  well 
as  the  rewards. 

One  new  vehicle  targeted  at 
yield-conscious  investors  is 
the  adjustable-rate  mortgage 
fund.  ARM  funds  yield  about 
1%  to  the  average  money 
fund's  5.25%  and  have  mini- 
mal risk,  since  they  invest  pri- 
marily in  pools  of  mortgages 
issued  by  government  agen- 
cies such  as  the  Federal  Na- 
tional Mortgage  Assn. 
They've  also  got  downside 


protection:  arms  are  reset  pe- 
riodically within  prescribed 
ranges,  so  they  won't  follow 
fixed-rate  mortgages  all  the 
way  down  if  interest  rates 
plunge.  But  since  they  have  a 
ceiling,  or  cap,  they  will  lag 
when  interest  rates  spike  up. 
pioneers.  Many  investment 
professionals  like  the  concept 
of  ARM  funds  but  note  that 
they  are  untested.  "They  have 
yet  to  prove  to  be  a  really 
solid  entrant  in  the  yield 
sweepstakes,"    says  Kurt 


Brouwer,  president 
Brouwer  &  Janachowsi 
San  Francisco-based  in 
ment  firm.  One  concer 
that  the  funds'  popult 
could  lead  to  a  shortag 
the  supply  of  adjusts 
rate  mortgages,  which  w 
drive  up  prices  on  mortg 
backed  securities  and  le 
fund  yields.  "It's  not 
a  problem,  so  arms  ar 
viable  alternative  for  pe 
seeking  yield,"  expl 
John  Rekenthaler.  edito 
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DIRECTORY 


Business  Week  is  proud  to  present  its  first-ever 
regional  Executive  Education  Directory. 

The  following  pages  contain  a  listing  of 
various  executive  education  programs,  tailored 

specifically  to  the  needs  of  active  executives 
who  wish  to  continue  their  educations  without 
slowing  down  their  careers. 

For  more  information  on  the  programs 
in  this  directory,  please  contact  the  school 
or  organization  listed. 
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'  ^  ne  Executive  Management  Program  at  Fhe  Peter  F 
Jrucker  Graduate  Management  Center  offers  five  program 
■ptions:  three  at  the  masters  level  (Certificate,  MA  in 
/lanagement,  Executive  MBA)  and  two  at  the  post-masters 
jvel  (Advanced  Executive  MBA  and  PhD  in  Executive 
/lanagement).  The  Drucker  Center  is  a  preeminent 
jrogram  for  practicing  managers  with  an  internationally 
enowned  faculty,  evening  and  weekend  courses,  a 
election  of  over  70  courses  annually,  and  ample 
idministrative  services. 

Participants  average  42  years  of  age,  over  15  years  of  work 
experience,  and  at  least  5  years  as  a  manager.  Courses 
meet  once  a  week,  evenings  and 
'  J[  J^[^     Saturdays  in  seven  week 

n  a  f  Am r\nt  modules  ParticiPants  may 

J^Id.rCIlliJIlL  begin  in  January, 

Gra.du.3-te  March  May  July 

I        i  August  or  October. 

fcjF  OCrlOOl      Average  class  size  is  22 

EXECUTIVE  MANAGEMENT  PROGRAM: 

rhe  Peter  F.  Drucker  Graduate  Management  Center 
rhe  Claremont  Graduate  School 

165  East  Tenth  Street,  Claremont,  California  91711-6186 


7  14)  621-8193 


Executive 
MBA  Program 


Specifically  designed  for  middle-  and  upper-level 
managers,  the  Executive  MB  A  program  at  Golden  Gate 
University  allows  men  and  women  with  a  bachelor's 
degree  and  at  least  five  years'  management  or  profes- 
sional experience  to  earn  an  MBA  degree  without 
interrupting  their  careers. 

Instructors  in  the  20-month  Executive  MBA  Program 
are  selected  from  among  the  University's  full-time  and 
teacher-practitioner  faculty  for  their  academic  and  pro- 
fessional excellence  and  outstanding  teaching  ability. 

For  more  information  call  Karen  Olson 
at  (415)  904-6706. 


l;l 


GOLDEN  GATE 
UNIVERSITY 


^N  San  Francisco 


KNOWN  BYTHE  COMPANY  WE  KEEF 


OUR  FACULTY.  More  than  two  decades  of  experience 
with  over  100  executive  MBA  classes  has  taught  us  that 
faculty  commitment,  alone,  is  not  enough  to  ensure 
success  in  executive  education.  They  must  he  prepared 
to  impart  a  comprehensive  examination  of  their  own 
discipline,  as  well  as  a  wholistic  view  of  the  relation- 
ships between  theirs  and  other  disciplines.  And,  they 
must  learn  to  balance  their  penchant  for  analytics  with 
the  executive's  need  for  a  conceptual  framework  that 
has  real-world  relevance  and  links  the  internal  opera- 
tions of  an  enterprise  to  external  environments. 

For  these  reasons,  Pepperdine  executive  faculty  are 
required  to  have  an  earned  doctorate  from  a  top 
academic  institution,  cross-disciplinary  training,  AND 
significant  operating  experience.  Important,  too,  faculty 
must  demonstrate  a  teaching  style  that  draws  on  the 
very  real  experience  and  expertise  that  each  candidate 
brings  to  the  classroom.  And  they  must  be  committed 
to  updating  and  adjusting  curricula,  not  just  year  to 
year,  but  class  by  class. 


SeJaeKim(P) 

General  Manager 
Researches  Development  Div  ision 
Nike  Korea  (Samna  Sports) 
Co.,  Ltd. 

KuraYu2o(P) 

Executive  Vice  President 
Keizaikai  Los  Angeles,  Inc. 

Jon  Greenfield,  M.D.(P) 

Member  ot  the  Boardot  Directors 
Mechanics  National  Bank 

J.  Anthony  Patterson  ( E) 

Senior  Vice  President 
Security  Pacific  Rusmess 
Credit,  Inc. 

Barbara  Eilert(E) 

Divisu  >n  Merchandising  Manager 
Ocean  Spray  Cranberries,  Inc. 

Mike  Kitterman  (P) 

Vice  President  -  Operatic  >ns 
Swift  Energy 


OUR  CANDIDATES.  The  average  Pepperdine  execu 
tive  MBA  candidate  tests  in  the  top  20%  of  nationa 
norms  for  applicants  to  business  schools  and  has  ar 
average  GPA  of  3.05.  Yet,  we  have  learned  that 
the  depth  and  breadth  of  the  candidates'  successfu 
experience  is,  by  far,  the  most  important  factor  in  the 
admissions  process. 

In  tact,  at  Pepperdine,  experience  is  so  important 
that  we've  developed  two  programs,  the  Executive 
MBA  (EMBA)  and  the  Presidential/Key  Executive 
MBA  (P/KE  MBA),  so  our  faculty  might  make  adjust- 
ments to  curricula  in  consideration  of  candidate  experi- 
ence. Average  earned  income  for  EMBA  candidates 
($75,000+)  and  P/KE  MBA  candidates  ($130,000+) 
are  indicative  of  our  success  in  identifying  capable 
committed,  experienced  candidates.  Listed  below  are 
just  a  few  of  the  candidates  currently  enrolled  in  the 
EMBA  (E)  and  P/KE  MBA  (P)  programs. 
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Fred  Cheng  (P) 

Tony  Harmon  (P) 

Sandra  A.  Velie  (E) 

Vice  President 

Vice  President  Foodservice  Sales 

Vice  President -MTS 

Wmdbond  Electronics 

Sugar  Foods  Corporation  ' 

Calif.  Association  of  Realtors 

Kevin  A.  Walsh  (P) 

James  Haisler(P) 

Judy  A.  Sutter  (E) 

President 

Vice  President  - 

Vice  President  -  Compensation 

Electrical  Engineering  Software 

Intematu  inal  Operations 

First  Interstate  Bancorp 

ADAC  Laboratories 

Arthur  M.  Southam,  M.D.  (P) 

Gay  le  Metzler  ( E ) 

Chief  Operating  Officer/ 

Joseph  A.  Vona  ( P ) 

Vice  President  - 

Executive  Vice  President 

President 

Personnel  ck  Administration 

Care  America  Health  Plans 

Cardkey  Systems,  Inc. 

Armor- All  Products  Corp 

Michael  J .  Lombardi  ( E ) 

JuhaniTaskinen  (P) 

MarjorieJ.  Adams  (P) 

Vice  President  -  Marketing 

Vice  President 

Vice  President  - 

Pac  ifi(  !are,  Inc. 

Nokia  (Finland) 

Research  &  Design 

Cables  cm  Machinery  Group 

Sterling  Software,  Inc. 

Michael  Lay  (E) 

Seni<  ir  Vice  President/ 

Jay  J.  Chase  (P) 

Richard  A.  Norman  (P) 

Directc  >rof  Finance 

Vice  President 

Presidenr 

Ogilvy&  Mather 

Transamerica  Insurance  Group 

Scanning  Mgmr.  Systems 

Thomas  Hamilton  ( E ) 

John  Savage  (E) 

Brent  R.  Anderson  ( P ) 

Senior  Vice  President 

Vice  President -Public  Affairs 

Senior  Vice  President/ 

Calif.  Leagueof  Savings  Institute 

Union  Rescue  Mission 

Chief  Financial  Officer 

Medicode,  Inc. 

! 

I 


>DSU 


For  more  information  or  for  a  complete  list  of  current  candidates,  contact: 
Michael  R.  Forrest,  Associate  Dean 

Ofhce  for  Executive  Programs 

400  Corporate  Pointe,  Culver  City,  CA  90230 
(213)  568-5541      (415)  398-2090      (714)  552-3014 

Pepperdine  University 

School  of  Business  and  Management 

James  R.  Wilburn,  Dean 

Pepperdine  1  'niversity  is  accredited  by  the  Accrediting  Commission  tor  Senior  Colleges  and  Universities 
ot  the  Western  Associatii  mot  Schools  and  Colleges. 
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"Powerful  programs" 
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tin  State 

Kulivf  Programs — 
uvrfitl  programs 
I  powerful  people. 


'ENNSTATE 


New  perspectives.  Invaluable  input  from  business 
leaders.  New  ways  of  thinking,  of  meeting 
challenges  and  managing  people. 

EXECUTIVE  MANAGEMENT  PROGRAM: 
Fresh  perspectives  and  new  ideas  to  help  the 
experienced  executive  keep  the  winning  edge. 

PROGRAM  TOR  EXECUTIVE  DEVELOPMENT: 
Brings  years  of  knowledge  from  a  world  of 
experience  to  the  progressing  executive. 

PROGRAM  TOR  STRATEGIC  LEADERSHIP: 

Takes  the  promise  shown  by  an  exceptional 
individual  and  develops  the  practices  that  put  it 
into  action. 

To  gain  the  winning  edge  through  these  and  other 
Executive  Programs  offered  throughout  the  year, 
please  contact: 


EXECUTIVE  PROGRAMS 

The  Pennsylvania  State  University 
Room  310 — Smeal  College  of  Business 
University  Park,  PA  16802-3003  USA 
Phone  814.865.3435  Fax  814.865.3372 


SAN  Dl  EGO  STATE 
UNIVERSITY 


iDSU's  MBA  for  Executives 

Designed  for  the  mid-career  executive 
Enhance  your  leadership  and  managerial  skills 
Develop  a  global,  strategic  perspective 
i  Small  classes  of  experienced  executives 
i  Learn  from  outstanding  SDSU  faculty 
i  Earn  an  AACSB-accredited  MBA  in  two  years 


:OR  OUR  BROCHURE,  CALL  OR  WRITE  : 

executive  Management  Programs 
College  of  Business  Administration 
Ban  Diego  State  University 
San  Diego,  CA  92182-0414 
619)  594-6010 


PURDUE  UNIVERSITY 

A  National  Executive  Master's 
Degree  Program  at  Purdue 
University  for  Today's  and 
Tomorrow's  Managers 


The  Krannert  Graduate  School  of  Management  offers  a 
distinctive  graduate  level  education  program  for  profes- 
sionals who  seek  to  earn  a  master's  degree  in  manage- 
ment while  continuing  their  normal  job  responsibilities. 

■  On-campus  class  sessions  are  concentrated  into  six 
two-week  residential  periods  spread  over  22  months. 

■  Freguent  commuting  is  eliminated. 

■  Student-faculty  contact  is  maintained  between  ses- 
sions through  a  computerized  communications  link. 

■  Program  facilitates  relocation,  career  planning,  and 
work-related  travel. 


FOR  COMPLETE  PROGRAM  INFORMATION  APPLICATION 
MATERIALS,  CALL  OR  WRITE: 

Dr.  Martin  Rapisarda 
Krannert  Executive  Master's  Program 
Purdue  University 
West  Lafayette,  IN  47907 
(313)  494-7700 

An  equal  access/equal  opportunity  university. 


University  of  California 

At  Berkeley 

Haas  School  of  Business 

UC  Berkeley — the  world's  leading 
research  university — offers  out- 
standing executive  education 
opportunities  with  a  world-class 
faculty,  beautiful  location,  and 
distinguished  clientele. 


Its  I  i  specialized  programs  include: 

■  The  Executive  Program.  Sharpen  your  global 
management  skills  in  an  intensive  4- week  program. 

■  Strategic  Management  of  Innovation.  Spend  2 
weeks  in  Tokyo  focusing  on  U.S./Japanese  innovation 
management  practices. 

■  High-Tech  Marketing.  The  country's  top  program 
for  high-tech  product  marketing  strategies. 

■  Or,  let  us  design  a  program  for  you. 

For  information,  contact: 
James  Kelly,  Director,  Executive  Education;  350  Barrows  Hall, 
Dept.  501,  Haas  School  of  Business,  University  of  California, 
Berkeley,  CA  94720 
Tel:  (510)  642-4735  x501 
Fax:  (510)  642-2388,  Dept.  501 


EXECUTIVE  EDUCATION  FOR  IMPROVED  PROFITABILITY 


EXECUTIVES  TODAY  FACE  a  complex  and  competitive  environment  that  demands  a 
comprehensive  grounding  in  the  practical  management  disciplines.  UCLA's  Executive 
Education  and  Executive  MBA  programs  provide  that  grounding,  preparing  today's' 
executives  for  even  greater  responsibilities  tomorrow. 


I  EXECUTIVE  EDUCATION  PROGRAMS  AT  UCLA  1  

Since  1954,  UCLA  executive  education  programs  have  offered  state-of-the-art,  practical 
management  tools  and  techniques.  Participation  in  these  programs  enables  managers 
to  make  decisions  resulting  in  enhanced  organizational  effectiveness. 


//A 


the  john  e  anderson 
graduate 
School  of 
Management 


UCLA 


Among  Our  Upcoming  Programs 

□  UCLA  Executive  Program  (a  part-time  general  management  course) 

□  Advanced  Executive  Program  ("Competing  in  a  Global  Environment"  I 

□  Medical  Marketing  Program 

□  Advanced  Program  in  Human  Resource  Management 


□  Managing  the  Information  Resource  Program 

□  Purchasing  Executive  Program 

□  UCLA  Executive  Education  also  offers 
company-specific  custom  programs 


Contact:  Dr.  Victor  Tabbush,  AGSM  2381,  405  Hilgard  Ave.,  Los  Angeles,  CA  90024-1481  •  (213)  825-2001  or  825-3440  FAX 


THE  EXECUTIVE  MBA  PROGRAM  AT  UCLA 


For  mid-career  executives  seeking  advanced  management  education  while  continuing  full-time  work,  UCLA's  Executive  MBA 
Program  enrolls  approximatelv  60  top  managers  annually  into  an  intensive  24-month  program  leading  to  the  MBA  degree. 


Program  Components  Include 

□  classes  scheduled  in  two  Friday/Saturday  blocks  each  month 

□  instruction  by  renowned  faculty  in  all  management  areas 

□  a  curriculum  designed  to  expand  existing  management  skills 
and  provide  valuable  newanalytical  tools 


□  exceptional  classroom,  computer,  and  library  facilities 

□  on-campus  lodging  at  the  UCLA  Guest  House 

□  a  seven-month  international  field  study  culminating  in 
a  five-day  residential  abroad. 


Contact:  Dr.  Andrea  McAleenan,  AGSM  4284,  405  Hilgard  Ave.,  Los  Angeles,  CA  90024-1481  •  (213)  825-2032  or  206-4151  FAX 


§5  University  (iCalifoirda,  Irvine 

University  of  California.  Irvine  Executive  MBA  Programs 


The  University  of  California,  Irvine,  offers  two  AACSB- 
accredited  executive  MBA  programs. 

The  Executive  MBA  (EMBA)  program  is  a  21 -month 
course  of  study  that  meets  on  alternate  Fridays  and 
Saturdays.  An  international  residential  is  included. 

The  Fully  Employed  MBA  (FEMBA)  program,  which 
meets  on  Thursday  evenings  and  Saturday  mornings,  is 
a  three-year  course  of  study,  with  the  third  year  offering 
a  selection  of  electives. 

Both  programs  begin  in  September.  Ongoing  classes 
meet  on  campus.  However,  during  residency  weeks, 
meetings  are  held  off-site  at  nearby  resorts.  Typical 
class  size  is  55  students. 

EMBA  admission  requirements  include  GMAT,  eight 
years  of  work  experience  and  an  undergraduate  degree. 

rEMBA  admission  requirements  include  GMAT,  three 
of  work  experience  and  an  undergraduate  degree. 

Fo:  i  ■  re  information,  call  the  UCI  Graduate  School  of 
Management  at  (714)  856-5374. 


Survival 
training 

Executives 


To  survive  in  busi- 
ness, you  need  to  be 
mentally  fit  as  well  as 
physically  fit. 

That's  why  we  train 
minds  the  same  way 
survival  courses  train 
bodies.  Through  lots 
of  hard  work. 

Our  intense,  one- 
night-a- 


week  classes  allow 
your  employees  to 
earn  undergraduate 
and  graduate  degrees 
in  business,  manage- 
ment, education  and 
healthcare  on  a  con- 
centrated schedule. 

To  learn  more,  call 
602-966-7400.  Ext. 


A  115. 

University  of 
Phoenix 

Leaders  in  accredited  adult  education. 
Campuses  in  AZ,  CA,  CO,  UT,  NM  and  PR.  On-line  programs  available. 


SPECIAL  ADVERTISING  SECTION 


This  coursc.has  opened  my  eyes! 


JNIVERSITY  OF  SAN  FRANCISCO 


EXECUTIVE  MBA 


AACSB  (Nationally)  Accredited 
Internationally  Recognized  Faculty 
Intensive  (21  Month)  Presentation 
Alternate  Friday  and  Saturday  Meetings 
International  Study  Tour  Included 


WRITE  OR  CALL  FOR  A  COMPLETE  LISTING  OF 
EXECUTIVE  EDUCATION  PROGRAMS 


Contact:  Dr.  Eugene  J.  Muscat 
Associate  Dean,  USF  School  of  Business 
Ignatian  Heights,  S.F,  CA  941 17-1080 
(415)  666-2511  or  FAX  (415)  666-2502 


Pierluigi  Zappacosta.  President  and  CEO 
Logitech,  Inc.,  Fremont.  California 


EXECUTIVE 

MARKETING 

PROGRAM 

for  technology-based  businesses 


The  Executive  Marketing  Program  is  the  only 
in-depth  strategic  marketing  program  in  the  world 
designed  to  meet  the  specific  needs  of  senior  executives 
in  technology-based  businesses.  The  program  is  global  in 
orientation  and  is  taught  by  a  world-class  faculty  team. 


For  more  inf  ormation  please 
call,  write  or  fax: 


Information  Session  in 
San  Francisco  Bay  Area 
November  21,  1991 


Adrian  B.  Ryans, 

Program  Director,  EMP 

Western  Business  School 

The  University  of  Western  Ontario 

London,  Canada.  N6A  3K7 

Tel:  (519)  661-3272 

Fax:(519)661-  3838 


WESTERN  BUSINESS  SCHOOL 


Business  leaders  today  recognize  that  the 
usmess  of  business  has  changed.  They  must  learn  how  to  compete  with 


business 


technology;  deal  with 


jltural  diversity;  balance  ethical  obligations;  and  succeed  in  a  globally 

of  business 

ompetitive  arena.  These  are  the  issues  and  topics  addressed  by  some  of 
le  world's  finest  J  1UI  ^CP^^"fc     faculty  and 

ldustry  leaders  through  the  Office  of  Executive  Education  in  the  business 
chool  at  the  University  of  Southern  B,  Bf°iW 

California.  Call  or  fax  for  information  on  our  Winter  Executive  Programs 
•r  a  program  specifically  tailored  to  your  company  or  industry.  Let  us  assist 

ou  in  making  the  business  of  your  business  get  better. 

Office  of  Executive  Education 
School  of  Business  Administration 
University  of  Southern  California 
University  Park  •  Los  Angeles 
California  •  90089-0871 
(213)  740-8990  Ext.  86 
(2131  749-3689  FAX 


DON'T  MISS 
BUSINESS  WEEK'S 
SPECIAL 
EDITORIAL  REPORT 
AND  DEFINITIVE 
RANKING  OF  EXECUTIVE 
EDUCATION  PROGRAMS, 
ALSO  IN  THIS  ISSUE. 


ALL  ERG  AN 


William  C.  Shepherd 
President  and  Chief 
Operating  Officer 


2525  Dupont  Drive 
Irvine.  CA  92715-1599 
(714)  752-4601 
Rapifax:  (714)  955-6987 


David  J.  Fogahty 


CONSULTANT 


Southern  California  Edison  Company 

ZZAA  WALNUT  GROVE  AVENUE 
ROSEMEAD.  CALIFORNIA  91770 


(ei6)  302-2796 


gas 


GEORGE   E.  STRANG 


VICC  PRESIDENT  6IO  SOl/TH  FLOWER  STREET 

ENGINEERING  *NO  OPERATIONS  SUPPORT  LOS  ANGELES.  CA   900 1  7 

SOUTHERN  CALIFORNIA  GAS  COMPANY  121 31  eee  293a 


Herbert  Laboratories 

A  0IVISI0N  Of  ALLERGAN.  INC. 


Lloyd  H.  Malchow 
Vice  President 

Global  Business  Development 
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18600  Von  Karmen  Avenue 
PO  Box  19634 
Irvine.  CA  92713-9534 
Telephone  (714)  752-6290 
FAX  (714)  253-5485 


Providing  today  's  therapy. 
Pursuing  tomorrow's  promise 


TERRY  PEETS 

Senior  Vice  President 
Marketing 


RALPHS  GROCERY  COMPANY 

P.O.  Box  54143 

Los  Angeles,  California  90054 


(213  )  605-40 
Fax (213) 637-71 


Prudential  Securities 


Robert  C.  Huntley,  MBA 

Vice  President-Investments 


Prudential  Securities  Incorporated 
26515  Carmel  Rancho  Boulevard,  Carmel,  CA  93923 
408  625-7404  From  Salinas  408  424-6676  Nat'l  800  245- 


MC 

item 
mi 
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AMERICAN  GOLF  CORPORATION 


Joan  Stewart 

Vice  President 
Organizational  Development 


1633  —  26th  Street.  Santa  Monica,  CA  90404 
(213)315-4200   FAX  (213)  829-4990 


Will 
man 


TOSHIBA 


JOHN  RODRIGUES 

VICE  PRESIDENT  NATIONAL  OPERATIONS 
TELECOMMUNICATION  SYSTEMS  DIVISION 


thfBoa 
HnOtT 


WLt 


TOSHIBA  AMERICA  INFORMATION  BTBTEMB,  INKnjBt 
9740  IRVINE  BLVD..  P.O.  BOX  19724,  IRVINE,  CA  92713-9724  |gg 
(714)  583-3748.  FAX  (714)  583-3896 


infenet 


/.  A.  Collczo 

Chairman 


2I0H  hist  Grand  Avenue 
HI  Segundo.  California  90245  I  <SA 


(21ft  '22-' 


Visit  any  one  of  our  four  education  centers  on  the  Information  Session  dates  listed  bel 

Pepperdine  University  Plaza 
400  Corporate  Pointe,  Culver  City,  CA  90230 
Tues.,  Oct.  22,  29, 6:30-730pm  •  Thurs.,  Oct.  24, 12:15-1:00 


San  Fernando  Valley  Center 
16830  Ventura  Blvd.,  Encino,  CA  91436 
Wednesday,  Oct.  23,  30, 6:30-730pm 
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JAC  D.  MEACHAM 

Staff  Executive 
Office  of  the  President 


VT  COMPANY 
<e  18A-90 
SWd. 
10846 


(213)  982-0887 


Wade  Hampton 

DIRECTOR  OF  ADMINISTRATION 


I.  RiCHTER  &  HAMPTON 

■IEVS  AT  LAW 


FORTv-EJGNTH  FLOOR 
133  SOUTH  MOPE  STREET 
LOS  ANGELES  90071 
12131  620-I780 


.  CouSson 
the  Board 
itive  Officer 
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MLE  FEDERAL  B/1NK 


Jrand  Boulevard 
'09 

Jalifornia  91209 


(818)  500-2403 


ieolth 


Strategy  Support  Group 


2800  L  Street 
Sacramento 
California  95S16 


Betsv  C  Stone 
V.P.  Strategy 
Implementation 
(916)  733-3820 


Every  So  Often  Our 
Graduates  Drop  Us  A  Note 
To  Let  Us  Know 
How  They're  Doing. 


As  you  can  see,  some  very  prominent  people  have 
earned  their  MBAs  at  Pepperdine.  They  came  to 
us  for  our  reputation  in  the  business  community, 
our  unique  emphasis  on  both  a  theoretical  and  a 
practical  education,  and  of  course,  our  flexible 
evening  class  schedules.  Which  are  proba- 
bly the  very  same  reasons  that  appeal  to  you. 
So  if  you're  planning  on  taking  a  trip  up  the  cor- 
porate ladder,  Pepperdine  is  definitely  the  place 
to  start.  That  is,  as  long  as  you  promise  to  write. 

PEPPERDINE 
UNIVERSITY 

School  of  Business  and  Management 


information,  just  call  us  at  1-800-488-8616  and  we'll  be  happy  to  send  you  a  brochure. 


Long  Beach  Center 
One  World  Trade  Center,  Long  Beach,  CA  90831 
Wednesday,  Oct.  23,  30, 6:30-7:30pm 


Orange  County  Center 
2151  Michelson  Drive,  Irvine,  CA  92715 
Tuesday,  Oct.  22,  29,  6:30-7:30pm 
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GRAND  CHAMPIONS 


Indian  Wells,  California 

A      HYATT  RESORT 

Private  garden  villas,  two  championship  golf  courses  and  extensive  tennis  facilities  are  all  yours  in  this  beautiful  desert  setting. 


For  reservations  or  more  information  about  Hyatt  Hotels  and  Resorts  worldwide,  call  your  travel  planner  or  1-800-233-1234. 

Hun  Holds  and  Resorts  worldwide  encompasses  hotels  managed  by  two  separate  companies  -  Hyatt  Hotels  Corp  and  Hyatt  International  Corp 
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I'm  moving,  please  change  my  address 
js  indicated  hclou 


Please  extend  m\  Business  Week  suh- 
senption  for  one  year  at  $44.95  (In 
Canada,  C$  66.00*). 

I'd  like  to  become  a  subscriber  lor 
one  year  (51  issues)  at  $44.95. 


Name 


(please  print  I 
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State  Zip 

|    |  Check  enclosed    Q  Bill  me  later. 

To  take  care  of  any  other  business,  call 

1-800-635-1200 

*Price  Includes  GST 
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BusinessWeek 
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This  holiday 
season,  your  prime 
customers  will  be 
all  wrapped  up. 

T 

JLhey'U  be  reading  HOLIDAY  GIVING. 

This  special  holiday  section  is  the  gift  we  give  to 
our  readers,  every  year.  As  such,  it's  an  especially  lush  and 
luxurious  environment  for  your  advertising. 

Rich  with  superb  gift  ideas,  HOLIDAY  GIVING 
reaches  Business  Week's  6.7  million*  readers  when  they're 
motivated  to  find  the  perfect  gifts  for  loved 
ones,  colleagues,  and  customers. 

Open  the  market  that's  America's  most  affluent 
consumers,  w  ith  Holiday  Giving. 

For  more  information,  call  Kate  Kirkland,  Marketing  Manager 
at  (212)  512-3226,  or  your  Business  Week  representative. 

Holiday  Giving 

Closing  Date:  October  21,  1991  /  Issue  Date:  December  2,  1991 
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•  Source:  1940  SMRB 
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TAX  CUTS:  AN  IDEA 
WHOSE  TIME  HAS  GONE 


The  Bush  Administration  is  finally  admitting  what  most 
Americans  have  known  for  months:  This  puny  recov- 
ery needs  some  help.  Put  another  way,  the 
Administration  has  suddenly  realized  that  the  combination  of 
a  sick  economy  and  the  lack  of  any  definable  agenda  for  do- 
mestic economic  policy  would  be  a  political  liability  heading 
toward  the  1992  elections.  After  a  steady  stream  of  tepid 
economic  reports  in  recent  weeks,  the  White  House  is  now 
thinking  seriously  about  tax  cuts  to  spur  things  along. 

In  doing  so,  the  Administration  is  falling  into  an  all-too-fa- 
miliar pattern:  It  is  heeding  short-term  political  pressures 
rather  than  the  long-run  needs  of  the  economy.  Tax  cuts  un- 
der the  guise  of  recovery  insurance  would  be  a  mistake. 
Even  if  the  cuts  were  put  through  at  the  earliest  possible 
date— next  spring— the  stimulus  would  not  hit  the  economy 
until  well  into  next  year.  By  then,  the  recovery  should  al- 
ready be  self-sustaining,  the  result  of  past  and,  it  is  to  be 
hoped,  future  easing  of  monetary  policy  by  the  Federal 
Reserve.  The  economy's  immediate  needs  are  best  addressed 
by  the  Fed  through  cuts  in  interest  rates. 

An  economic  boost  from  tax  cuts  would  only  complicate 
the  Fed's  job  of  keeping  inflation  in  check.  It  could  cause  the 
central  bank  to  tighten  policy  earlier  in  the  recovery  than  it 
otherwise  might.  A  tax  package  would  also  be  a  budget- 
buster.  The  deficit  would  mushroom  even  higher,  and  the 
bond  market  would  react  poorly  at  the  thought  of  an  even 
greater  flood  of  Treasury  paper.  That  would  mean  higher 
long-term  interest  rates  than  otherwise. 

The  economy's  larger  set  of  problems  is  structural,  not 
cyclical.  It  will  take  years  to  address  the  intractable  budget 
deficit,  chronically  poor  productivity  growth,  a  crumbling  in- 
frastructure, the  job  squeeze  from  restructuring  in  industries 
from  banking  to  retailing,  the  low  savings  rate  and  record 
burden  of  debt,  and  the  glut  of  commercial  real  estate. 
These  long-run  problems  require  long-run  solutions.  There 
will  be  defense  savings  that  ought  to  provide  an  opportuni- 
ty to  address  domestic  economic  objectives.  A  quick-fix  tax 
cut  motivated  by  election-year  politics  is  pretty  shallow, 
given  'he  vision  that  fiscal  policy  now  requires. 


SQUELCHING 
SEXUAL  HARASSMENT 


■J  i  any  good  comes  out  of  the  tumultuous  confrontation  be- 
S  tween  the  newest  Supreme  Court  Justice,  Clarence 
H  Thomas,  and  his  accuser,  Professor  Anita  F.  Hill,  it  will 

he  a  renewed  determination  to  curb  sexual  harassment  and 
discrimination  in  the  workplace.  An  important  element  of 
any  new  drive  in  this  area  would  be  passage  of  tougher 
remedies  in  these  cases.  As  things  now  stand,  workers  who 
file  charges  with  the  Equal  Employment  Opportunity 
Commission  and  win  stand  to  gain  little.  They  would  be  en- 


titled to  back  pay  and  their  old  jobs— which  they 
wouldn't  want.  Bosses  would  be  subject  only  to  a  cot 
dered  slap  on  the  wrist,  telling  them  not  to  do  it  aga 

It's  little  wonder  that  thousands  of  employees  don't 
charges  when  they  believe  that  they  are  being  har; 
Victims  of  sex  discrimination,  which  includes  sexu 
rassment,  should  be  entitled  to  monetary  damages  t 
beyond  back  pay,  just  as  victims  of  racial  discrimi 
are.  The  White  House  and  business  groups  would  pr 
see  a  cap  placed  on  damage  awards.  Such  legislat 
pending  in  Congress,  with  a  cap  of  $300,000,  and  shoi 
passed  promptly. 

The  real  burden  of  reining  in  on-the-job  harassment 
ever,  still  falls  on  employers,  whose  efforts  so  far 
done  little  to  stem  this  seemingly  pervasive  problem.  P 
should  be  clear.  Managers  should  be  required  to  a 
training  sessions.  Both  public  and  private  employers 
adopt  grievance  procedures  that  offer  more  protectk 
the  accused  and  the  accuser  than  the  Senate  Jud 
Committee  provided.  Complaints  should  be  investi 
quickly  and  confidentially.  When  there  is  merit  to  the 
plaint,  punishment  must  be  swift  and  tough.  If  ma 
ment  shows  employees  it  takes  the  issue  seriously,  it  | 
have  to  worry  about  workers  running  to  the  courthoi 


EXECUTIVE  EDUCATION  IS 
TOO  WHITE  AND  TOO  MAI 
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election  to  participate  in  a  top-flight  executive-e 
tion  program  is  an  important  rung  on  the  ladd  I 
top  corporate  jobs.  U.  S.  corporations  invest  billic 
dollars  in  this  form  of  management  development— and 
to  identify  and  nurture  fast- track  managers  (page  102 
our  survey  of  executive  education  found  that  less  than 
the  managers  sent  to  these  high-profile  programs  are 
en— and  minorities  are  terribly  underrepresented  as  wp 

The  numbers  are  grim.  In  regular  B-school  programs- 
ally  paid  for  by  the  participant,  not  an  employer- 
are  plenty  of  women  and  minorities.  Women,  for  exai 
account  for  about  30%  of  MBA  candidates.  Yet  in  the  p:  ^ 
gious  programs  paid  for  by  corporations  that  round  < 
manager's  credentials  at  a  key  career  point,  usually  ai 
40  or  45,  companies  are  making  only  a  token  investme 
developing  female  and  minority  executives.  A  case  in  j 
Only  about  3%  of  the  180  executives  in  Stanford's  recen 
vanced-management  program  were  women. 

Most  companies  these  days  say  they  are  aggress 
hiring  and  promoting  women  and  minorities— and  then 
some  positive  trends  in  overall  employment  and  pay  le . 
So  why  are  companies  dropping  the  ball  when  it  conn 
executive  education?  The  schools  maintain  that  they: 
neither  the  cause  of  nor  the  cure  for  the  probler 
Harvard  business  school  dean  surmises  that  companies 
fearful  of  sending  their  female  executives  because 
don't  want  to  lose  them  to  competitors. 

There  is  only  one  real  explanation,  and  it  is  a  dam 
one:  Many  big  corporations  simply  aren't  committe 
helping  women  and  minorities  to  the  executive  suite 
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there  were  a  printer  that  could  give  you  this  kind  of  color, 
ould  you  still  make  your  presentations  in  black  and  white? 


}  your  presentations  go  in  one  eye  and  out  the  other? 
Colormate™  PS  40  can  easily  and  affordably  give  them 
impact  they  deserve,  enhancing  your  work  with  truly 
zing  color. 

le  Colormate  PS  40  integrates  readily  with  any 
/ork,  PC  or  Mac.  And  it's  compatible  with 
t  popular  presentation  software.  Of  course, 


» computers  end  communications      Call  1-800-NEC-INFO  for  your  Color  Presentations  Guide. 


Adobe*  PostScript"  is  standard,  so  you  can  scale,  rotate  and 
shade  the  17  resident  fonts.  300  DPI  graphics  means  that 
output  is  sharp  and  clear,  whether  paper  or 
transparencies.  And  with  its  small  footprint, 
the  Colormate  PS  40  won't  fill  up  your  desk. 

After  all,  the  world  isn't  black  and  white, 
why  should  your  presentations  be? 


NEC 


We're  In  J 
Locations  A( 


Seven  million  locations,  in  all 
50  states. That's  the  number  of 
families  living  in  homes  Fannie  Mae 
has  helped  finance. 

Still  that  number  wouldn't  be 
anywhere  near  that  large  if  Fannie 
Mae  didn't  offer  the  most  important 
thing  every  prospective  homeowner 
looks  for  when  it's  time  to  get  a 
mortgage:  the  availability  of  money 
at  the  most  affordable  cost  possible. 

Because  Fannie  Mae  is  in  the 
market  everyday  a  home  mortgage 
in  Akron  costs  about  the  same  as  a 
home  mortgage  in  Austin. 

Not  only  that,  Fannie  Mae  is 
developi  ng  a  constant  stream  of  new 
products.  So  that  mortgage  lenders 
in  all  50  states  can  offer  a  wide 
range  of  options  to  home  buyers. 

All  these  benefits  to  the 
American  housing  market  come  at 
no  cost  to  the  American  taxpayer. 

Fannie  Mae,  serving  millions 
of  families  across  the  country. 

FannieMae 

The  USA's  Housing  Partner 
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